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Abstract


This article presents an analysis of the fundamen-
tal aspects of transformational crisis manage-
ment, focusing on the evolving conditions regard-
ing the competitive positions of the Barnes &
Noble and Amazon organizations---two of the
leading retail distributors of books in the U.S.
Transformational crisis management refers to the
degree to which a crisis situation is viewed as an
opportunity, but requiring major changes in the
operational paradigm of an organization---in this
particular case, Barnes & Noble, as reflected in its
competitive market position with Amazon.


For over a decade, Barnes & Noble, as a leading
bricks and mortar based retail book distributor
has been engaged in a major crisis with Amazon,
a primary internet book distributor.  In this peri-
od of time, the competitive pressure experienced
by Barnes & Noble increased substantially to a
point whereby a major crisis emerged.  A case-
based research study was conducted, the major
stages in crisis management were identified, and
the comparative organizational market positions
occupied by Barnes & Noble and Amazon were
analyzed.  


The stages in crisis management are identified as
the Preliminary, Acute, Chronic, and Resolution
Stages.  It was determined that Barnes & Noble
had progressed through the first two crisis phas-
es, but today remains in the Chronic Stage, and
the Resolution Stage still lies ahead.  This is an
analysis of Barnes & Noble’s journey, relative to
Amazon, and the transformational crisis manage-
ment issues that emerged during that journey.
This treatise should prove of significant value to
similar retail organizations in other comparative
markets.  
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Lysippis was a famous Greek sculptor.  From a huge block of stone
he had carved a singular statue. A passerby asked him what the
statue represented, and Lysippis replied, “It is the statue
Opportunity.” “But why,” asked the passerby, “do you have the
statue standing on its toes?” “Because opportunity often stays but
a moment,” Lysippis answered. “Then why do you have wings on
its ankles?” “Because opportunity can fly quickly,” was the reply.
“Why do you have a lock of hair on its forehead?” Lysippis paused
for a moment and then replied, “When opportunity approaches,
you can usually seize it easily.” “Why then do you have a bald
place on the back of its head?” “When opportunity passes by, you
often cannot seize it,” Lysippis concluded.


Introduction


A crisis can be expected to be in full force or on
the horizon for every organization. This can be
caused by dramatic changes in a number of
socioeconomic dimensions. One of the most sig-
nificant recent changes has been the development
and commercial use of the internet for retail sales.
Since 1995, Barnes & Noble has been confronted
with the crisis of the increasing on-line internet
sales by competitor, Amazon. Using the four stage
model of crisis management (developed by Fink,
1986; and modified by Darling, 1994) the deci-
sions taken by Barnes & Noble to manage the cri-
sis are examined in this treatise. Although Barnes
& Noble is presently the largest bookseller in the
U.S., the firm has fallen far behind Amazon in on-
line sales and may be poorly positioned for the
next technology driven crisis in retail book distri-
bution, also noted herein.


Effective crisis management in organizational
development proceeds through the preliminary,
acute, chronic and resolution stages. Although it
is normally not difficult to act upon, it must be
recognized.  Once a crisis has passed through the
threshold of preliminary recognition and action, it
is much more difficult to seize and effectively act
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upon, and thus the opportunity to more easily
deal with it, and use it as a transformational
opportunity for growth and development, will
have passed, as inferred in the “opportunity”
metaphor noted above.   Retail firms, as well as all
other types of organizations, are affected by many
difficult issues including changes in technology,
competitors, marketing alliances, new market
products, availability of resources, corporate
acquisitions, government regulations and a vari-
ety of other crisis and crisis-like events not gener-
ally associated with the normal on-going opera-
tions.  


The purpose of this article is to present an analy-
sis of crisis management as it relates to a tradi-
tional retail bookseller such as Barnes & Noble---
that when challenged by a crisis, can profit from
that crisis when it is viewed, seized and managed
from a positive attitude and with positive
thoughts.  In that case, the crisis can often be con-
sidered as an opportunity, rather than as a prob-
lem, and can provide a basis for creative change
and development in the life of the organization.
Crises can thereby become positive transforma-
tional events for a retail firm---in many ways pro-
viding the impetus for future growth and devel-
opment. Of course, the opposite can also occur
when the reality of a crisis is considered by man-
agement as negative and of only passing impor-
tance to be tolerated or quickly resolved, thereby
having only limited value for the firm in question.
Such is the case in question regarding on-line
book sales of a firm like Barnes & Noble.


One does not have to be a president or chief oper-
ating officer of a major retail firm, such as Barnes
& Noble, to benefit from the ideas presented here.
Virtually every individual, at any level in the
management leadership arena of operations in


virtually every country, can manage a crisis to his
or her advantage.  This is true for board members,
chief executive officers, vice-presidents, depart-
ment managers, or whatever.  The key word is
“individual.”  While a crisis may strike any
organization, it is an individual who must have
the courage and management leadership expertise
to recognize and respond to it.  Courage is the
greatest of all virtues, because if one does not
have courage he or she may not have the oppor-
tunity to use any of the other virtues.


Brief History of Barnes & Noble and
Amazon


Prior to 1992, Barnes & Noble was a private firm.
It printed, distributed, and sold books in 68
Barnes & Noble superstores, 720 B. Dalton book-
stores, and other smaller bookstore chains that it
owned. In 1992, CEO Leonard Riggio decided to
raise cash by selling stock in Barnes & Noble in an
initial public offering. He wanted to use the cash
to “reduce debt and fuel growth” and “accom-
plish the most ambitious expansion program in
the bookstore business” (Cox, 1992).  He also
planned to build 65 additional “bricks and mor-
tar” superstores in the coming year. The focus of
Riggio’s strategy was on growth through vertical
integration and store expansion of the Barnes &
Noble organization. There was apparently little
concern for the internet or the sale of books on the
internet, and the opportunity that the internet
therefore offered for the firm and its future.


The challenge to Barnes & Noble from Amazon
began in 1995 when Jeff Bezos, the 28-year-old
vice president of a Wall Street hedge fund, decid-
ed to establish Amazon and sell books on-line
(Penenberg, 2009). Bezos started Amazon in the
dot-com boom when it was relatively easy to raise
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start-up capital. During Amazon’s first few years
the dot-com bust occurred and there was some
speculation that Amazon would perish like many
other dot-com start-ups. However, despite the dif-
ficulties, Bezos remained in his position, expand-
ing Amazon’s offerings, reducing its costs, and
growing its sales and profits.


Bezos’ strategy was to concentrate on growth and
providing customers with a great internet experi-
ence on-line. To accomplish this he hired the
finest and most creative people available who
would develop superior technology and infra-
structure for Amazon. These efforts resulted not
only in sales growth, but in outstanding levels of
efficiency as well. For example, by 2003 Amazon
was growing at a rate of 20% a year, was able to
reduce the costs of operating warehouses from
20% of sales to 10% of sales, and increase invento-
ry turnover to 20 times when other retailers were
fortunate to achieve 15 turns (Vogelstein, 2003).


As early as 1997, Barnes & Noble began to see the
looming crisis. However, by this time two critical
years had been lost and Amazon had established
itself as the dominant on-line retailer of books.
Barnes & Noble recognized and reacted to this
crisis by establishing a stand alone firm,
Barnesandnoble.com, to gain on-line book sales,
but at this point Barnes & Noble was relegated to
playing catch-up.  During this time Barnes &
Noble, traditionally perceived as one of the domi-
nant players in the world of book superstores,
continued to invest heavily in expanding the
number of large bookstores.  The firm, with its
U.S. bookstores, along with barnesandnoble.com,
became the leading bricks and mortar retail book-
seller in the U.S. The strategy of Barnes & Noble
was primarily to invest more heavily in the tradi-
tional format of retail book distribution---the


bookstore!   


The firm attained a leadership position in the
bookstore business by hiring the best talent avail-
able in book publishing, distribution and retail
management, providing substantial resources,
and allowing them the freedom to innovate in an
organizational culture that focused primarily on
traditional solutions to new-age challenges.
However, Barnes & Noble also found itself chal-
lenged to hire some of the best technical internet-
savvy talent in order to try to compete with the
growing sales of books on-line by Amazon (Ante
et al., 2007). Simultaneously, Amazon expanded
its research and development activities, and hired
several thousand of the best high-tech internet-
savvy employees available.  Although Barnes &
Noble had developed on-line book sales with bar-
nesandnoble.com, it had to compete with
Amazon, the leader in on-line book sales that was
recognized as one of the top-ranked internet tech-
nology companies at that time (King, 1999).


The Crisis at Barnes & Noble


During the Barnes & Noble expansion of the
1990s and while their culture and morale
remained relatively stable, the technology focus of
bookselling shifted to on-line sales. This change
did not fit the traditional Barnes & Noble corpo-
rate culture. Barnes & Noble continued to shift
towards Mintzberg’s concept of a “Professional
Bureaucracy” (Mintzberg, 1992).  Heavily interre-
lated, with external perceptual factors, shifts in
corporate culture, and facing the growing threat
of on-line book sales, Barnes & Noble needed
high-quality internet-savvy management and per-
sonnel to deal with this crisis.
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Unfortunately for Barnes & Noble, the perception
among individuals in the high-tech community, in
general, was that technology and new product
development at Barnes & Noble was out-dated,
and that the technology forefront was now at
firms such as Amazon, Google, Yahoo, and the
new internet start-ups (King, 1999). Propagation
of this perception posed a challenge for Barnes &
Noble’s management in its attempt to hire the
type of software engineers and researchers neces-
sary for innovation and development of on-line
internet sales and enhancement of the firm’s com-
petitive leadership in the marketplace (Greene,
2005). Barnesandnoble.com was developed to
compete with Amazon. However, it was late
developing an important on-line presence and
could not compete with the more revolutionary
features that Amazon offered to internet on-line
customers. Amazon was ahead of Barnes & Noble
in internet technologies and had developed the
best software that allowed users to not only
search for and purchase books, music, and DVDs
on-line, but to also look inside (browse) the books
they were considering for purchase (Banks, 2004).


In 1995, when Amazon.com began to sell books
on the internet, the reaction at Barnes & Noble
was modest at best. Barnes & Noble did not
apparently see the approaching crisis. Barnes &
Noble’s principal decision at that time was to raise
money through public sale of stock, purchase
smaller bookstore chains, and build superstores.
Two critical years passed before they developed
an e-commerce internet site to compete with
Amazon in 1997 (Patton, 2002). Original efforts
not being satisfactory, Stephen Riggio (Leonard’s
brother) who would become CEO in 2002, re-
launched and refocused the internet site barne-
sandnoble.com in 2000. Although the firm spent
$75 million in this effort, Barnes & Noble still


remained at least two years behind Amazon. A
significant element of the crisis, basically unno-
ticed by Barnes & Noble, was the need for inter-
net technology professionals who had the skills to
use the internet to build successful businesses. 


The performance of Barnes & Noble as a tradi-
tional bookseller has been exceptional for such a
large organization. Although both Leonard and
Stephen Riggio can take credit for much of the
bricks and mortar growth, the same is not true for
internet sales. As Barnes & Noble maintaines its
strategy of growing primarily retail superstores,
total on-line book sales in the U.S. increased dra-
matically. But Amazon, not Barnes & Noble,
became the dominant force in on-line sales. The
question remains whether or not Leonard or
Stephen Riggio should have earlier paid, and
should now be paying, more attention to the
growing on-line sales and the importance of hir-
ing the best internet-savvy professionals who
could make Barnes & Noble a leader in technolog-
ical innovations and the preferred employer of the
best and brightest software engineers and
researchers who could develop successful internet
business with the new internet technology.  Based
on the situational analysis noted herein, it would
appear that the prevailing opinion would rest
upon the notion that Barnes & Noble became
entrenched in the midst of a major crisis with
respect to the growing on-line sales and distribu-
tion of books by Amazon---which, by all major
accounts, was becoming the future for the retail
distribution of books and other related products.


Nature of Crisis Management


It is important to understand what crisis manage-
ment is and what it is not (Littlejohn, 1983).  Crisis
management is not mismanagement.  Often, due
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to inappropriate or inadequate planning or the
absence of any kind of substantive planning at all,
organizations engage in regular crisis-type situa-
tional reactions.  Without ordered priorities, the
management of a firm seldom knows which situa-
tions call for immediate attention and which do
not.  As a result, management is often unable to
continue functioning in the face of a true crisis sit-
uation.  This is mismanagement!
Transformational crisis management should be
composed of a systematic approach for dealing
with real crises so that the organization continues
to function normally in most of its operations.


Crisis management is also not just a recognition
and quick-fix solution.  It usually entails forecast-
ing, identifying, studying, and acting upon crisis
issues, and establishing procedures that would
enable an organization to prevent or cope with
crises effectively.  Crisis management is usually
not solely represented by a separate operational
unit within a firm.  It is typically a systems-based
combination of affected operational units that are
brought together to effectively manage a particu-
lar situation.  Finally, crisis management does not
require that all personnel, or even a large number
of personnel within a given organization, stop
functioning to address a given crisis.  In essence,
transformational crisis management provides a
firm with a systematic and orderly response to
crisis situations---a response that proves valuable
to present and future operations, and develop-
ment of the organization.


Organizations that use an established response
paradigm will typically continue their day-to-day
operations while a particular crisis is being man-
aged.  Furthermore, systematic crisis management
creates an early detection or warning system.
Many crises can be prevented---or at least dealt


with more effectively and often viewed as trans-
formational opportunities---through early detec-
tion.  In addition, a firm should capitalize on the
expertise of appropriate individuals from various
operational areas to plan for and manage the cri-
sis situation when it arises.  The contemporary-
based transformational development skills of par-
adoxical thinking, controlled responding, inten-
tional focusing, instinctive knowing, inclusive
behaving and purposeful trusting can be of enor-
mous value in effective crisis management
(Darling & Utecht, 2010).  Understanding and
using these skills helps crisis managers to operate
more intentionally, creatively and transformation-
ally, in order to give themselves a deeper sense of
meaning, fulfillment and concern for the good of
the whole and the future of the firm.


Definition and Anatomy of a Crisis


The real challenge is to recognize the early crisis
warning signs in order to address the issues they
represent.  What are the early warning signs?
What analyses serve to give an early recognition
of change and the possibility of a future organiza-
tional crisis?  Again, the challenge is to recognize
the crisis and to bring the complex factors into
focus in such a manner that individuals can
understand and marshal the forces necessary to
address the situation.  In all firms, the process
quite often moves beyond the organization to
determine the interaction of the external as well
as the internal environments and factors in the
various operational arenas involved.


A crisis typically occurs in a situation that is
unstable. Often this is a “turning point for better
or worse,” a “decisive moment,” or “crucial
time.”  A crisis can also be described as “a critical
situation” or a situation that has reached a critical
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phase.  A crisis is, therefore, an unstable time or
state of affairs in which a decisive change is
impending---either one with a distinct possibility
of a highly desirable and positive outcome, with
important transformational possibilities, or one
with a distinct possibility of a highly undesirable
result.  Any executive who can predict and plan
for a turning point in his or her organization
stands a far better chance of capitalizing on that
transformational opportunity than someone who
allows the crisis to sneak up on him or her unpre-
pared.  Contrary to popular belief, a crisis may
not be necessarily negative or bad.  It is merely
characterized by a certain degree of risk and
uncertainty (Fink, 1986).   Crisis management---
planning for a crisis, a turning point---is the art of
removing much of the risk and uncertainty, there-
by allowing those concerned to achieve more con-
trol over the destiny of an organization, and thus
creatively exercising the role of management lead-
ership (Darling et al., 2002).


A crisis in an organization can consist of as many
as four different and distinct phases, although the
duration and intensity of each phase is not likely
to be the same, these phases are:


(1) Preliminary Crisis Stage;
(2) Acute Crisis Stage;
(3) Chronic Crisis Stage;
(4) Crisis Resolution Stage.


The preliminary stage is often difficult to see. This
is especially true with respect to dramatic changes
in technology because it is usually not clear in
these cases if the new technology will actually
create a crisis. However, Barnes & Noble’s man-
agement should have recognized the impending
crisis in 1995 as on-line book sales began to grow.
Since it did not, the firm passed through the pre-


liminary or warning stage.  Knowing how to rec-
ognize and manage the warning before it erupts
into the far more serious acute crisis stage is often
what spells the difference between a firm that
benefits during a crisis and one that suffers need-
lessly.  An organization that reflects the impor-
tance of transformational crisis management is
one that is very sensitive to early warning signals
of the preliminary crisis stage. Barnes & Noble
management needed to understand and act upon
the preliminary crisis stage because inaction led
quickly to the acute crisis stage---a stage that
could have been avoided.  


The operative word with regard to the anatomy of
a crisis is, of course, to recognize.  The managerial
leader has to recognize the warning in order to
intervene proactively.  Not all crises have all four
of the crisis stages noted above, but each of the
four is very common to any major crisis (see
Figure 1).  As noted above, the preliminary crisis
stage is the warning stage, which may be
extremely short or even immediate.  The prelimi-
nary crisis stage in the current situation concern-
ing Barnes & Noble was first identified through
recognition of the growth of Amazon on-line book
sales, and second in the need for high level engi-
neers and researchers for Barnes & Noble to
develop the technology to compete in the internet
retail world. The general consensus in the high
technology community that the internet, and not
bricks and mortar retailing, is the “cutting-edge”
for new technological developments has been
reflected in multiple sources (Elgin, 2005).


Analysis of the Crisis


This analysis of the crisis that Barnes & Noble
faced when confronted with the growing on-line
book sales of Amazon was developed using the
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crisis model shown in Figure 1. As previously
noted, this model has four stages: preliminary,
acute, chronic, and resolution---which are pre-
sented below. In the first of these stages the
oncoming crisis must be identified.  As in the
opportunity metaphor of Lysippis noted above, in
today’s turbulent world of business, managers
must be constantly on the lookout for on-coming
crisis situations so they can be more easily
addressed. 


Preliminary Crisis Stage


In this case regarding Barnes & Noble, the prelim-
inary crisis stage should have become obvious to
management when on-line sales began to grow in
1995 and Amazon rapidly became the dominant


seller of books on-line within two years.
Unfortunately, appropriate steps were not taken.
Occasionally a preliminary crisis stage may be
oblique and hard to recognize, and sometimes it
is evident but no action is taken and an acute cri-
sis occurs.  Occasionally no action may be taken
as a result of a warning which may be the result
of “analysis paralysis” or obsessive decision-mak-
ing within a firm.  The reason crisis warnings are
so important to catch early on is that it is obvious-
ly so much easier to manage a crisis at this stage--
-to grab hold of the opportunity.  In the case of most
crises, it is much easier and more logical to take
care of the problem before it becomes acute,
before it erupts and causes possible complica-
tions.  Therefore, the ideal crisis management par-
adigm would appear similar to Figure 2.  Of
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Figure 1. Phases of a Typical Crisis Cycle.








course, in the case of Barnes & Noble, it was not
possible to control movement of the crisis from
the preliminary stage to the acute stage since
warning signs were ignored or perhaps unheed-
ed, but also because some of the circumstances
surrounding the crisis were for the most part
external to the firm and uncontrollable.  


Acute Crisis Stage


The beginning of the acute crisis stage for Barnes
& Noble occurred when Amazon began to domi-
nate on-line sales of books in 1997. In many
respects, this was the point of no return with
regard to crisis management.  To deal with the cri-
sis in this stage, Barnes & Noble created barne-
sandnoble.com. Once the crisis warnings have


ended and the organization has passed from the
preliminary crisis to the acute crisis stage, man-
agement can almost never recover the ground lost
in the process.  Some damage has been done (as is
true regarding Barnes & Noble); how much addi-
tional damage occurs depends, in virtually all
cases, on the quality and ingenuity of the firm’s
management leadership, and the positive nature
of the thoughts that provide the attention given to
this situation.


Although the key is to control and manage the
crisis, Barnes & Noble was playing catch-up. If
the acute crisis cannot be controlled, management
should see if it can exert some degree of influence
over where, how and when the crisis erupts fur-
ther, which may occur in the public arena with
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Figure 2.  Appearance of a Preferred Crisis Cycle.








commensurate extensive media coverage.  Faced
with the acute crisis stage, Barnes & Noble man-
agement needed to respond in a manner which
would dissipate a great deal of the negative
results of an acute crisis stage.  The firm needed
to activate contingency plans as to how it would
deal with this crisis situation, and plan how it
would deal with issues and other considerations
external to the company such as the perception in
the high technology community that Barnes &
Noble was not likely to be a preferred technology
employer of choice.


Amazon’s dominance of on-line book sales within
two years of its initiation demonstrated that one
of the major difficulties in managing a crisis dur-
ing the acute phase---even if an organization is
ready for it---is the avalanche-like speed and
intensity that often accompanies and characterizes
this stage, as it occurred at Barnes & Noble.  The
speed is dependent primarily on the type of crisis,
while the intensity is usually determined by the
severity or value of the possible outcome
(Darling, 1994). The acute crisis stage may be the
shortest of the four phases; but because of its
intensity this stage often may feel, to the organi-
zation involved, as though it is the longest phase.
However, not having fully recognized the prob-
lem, nor gauged the potential speed and the
intensity of factors contributing to the crisis while
the organization was still in the preliminary crisis
stage, Barnes & Noble’s management fell further
behind in preparing for managing and controlling
the crisis through the acute stage, and the oppor-
tunity for timely organizational development had
been lost.  


Managers and others at Barnes & Noble needed
to be able to assess how much danger the firm
was in once it entered the acute crisis stage. There


was also a need to determine which people, if any,
were most vulnerable to the crisis and its reper-
cussions.  In a given crisis, the danger may be
localized to a specific part of the firm or to a par-
ticular population within the firm.  Managers
need to think creatively and ensure that all appro-
priate stakeholders of the organization know
what is happening and feel involved in the firm’s
response to the crisis (Shelton et al., 2003).
Organizational involvement is of critical impor-
tance.


In most cases, the preliminary stage of the crisis
enables management to resolve the crisis or to
prepare for the acute stage that will follow, and in
some instances move quickly from the acute stage
directly to the resolution stage as shown in Figure
1. Unfortunately this was not the case at Barnes &
Noble. Although they should have made plans for
how to handle the acute crisis stage, this was not
done and they moved into the chronic stage.
Confronted with the need to be a major force in
on-line book sales, Barnes & Noble needed to
attract and retain the best high technology per-
sonnel talent available. It also needed to develop
the same passion for cutting-edge technological
innovations and internet book sales that it has tra-
ditionally had for publishing, distribution and
selling books in large bookstores.  Part of this
examination should have focused on the
increased bureaucracy confronting employees and
the needs of high-profile software engineers and
researchers.  The perceptions of members of the
high technology community may also have been
more difficult with which to deal.  


Chronic Crisis Stage


The chronic stage in which Barnes & Noble now
finds itself will require a strategy to actively
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recruit the highly qualified technology employees
needed, and the active recruiting of excellent tal-
ent from colleges and universities will need to be
increased with Barnes & Noble playing a more
active role in partnering with these programs.
The key for Barnes & Noble is to start responding
to the chronic stage, even if internal or external
circumstances change in their favour. Successful
transformational crisis management that facili-
tates meaningful organizational development
causes these types of activities to be of major
importance. Failing to realize the major impor-
tance of the preliminary stage, Barnes & Noble
lost a critical two years. In addition, Barnes &
Noble has been unable to match the technological
superiority of Amazon’s internet web retail opera-
tion. Because margins in bookselling are very
thin, Barnes & Noble cannot afford to abandon
internet sales. Therefore, they have become
trapped in a long-term chronic crisis stage. 


During the chronic crisis stage, the crisis should
come under control quickly but may be of long
duration and require significant resources. While
Barnes & Noble should be moving to the clean-up
phase of this crisis situation, the crisis of growing
on-line book sales by Amazon has continued and,
if anything, become greater. With regard to some
crises involving firms, if there is to be a govern-
ment investigation, an audit, a newspaper exposé,
or a long period of interviews and explanations,
this is when such lingering issues tend to emerge.
This stage will also become a period of recovery,
of self-analysis or self-doubt, and of healing.  It
may also be a time of legal maneuvrings, financial
upheaval, management shake-ups, or other opera-
tional challenges.


As the chronic stage comes to a close, prepara-
tions should be made for the resolution stage.


When and if the resolution stage can be reached,
skillful managerial leaders at Barnes & Noble
should use this time for further crisis manage-
ment planning---analyzing what went right or
what went wrong, and why the crisis event
occurred---and taking appropriate actions.  With
good transformational crisis management skills,
this period should eventually become a time for
congratulations and for plaudits and testimonials
on how the crisis was resolved and successfully
handled.  Successful transformational crisis man-
agement is typically a team effort and recognition
should be appropriately given (Darling & Keefe,
2008). 


Crisis Resolution Stage


During the crisis resolution stage, the managerial
leader’s goal is to focus the crisis into a transfor-
mational opportunity if at all possible.  However,
if the preliminary crisis opportunity slips by
unchecked and the crisis passes through the acute
stage to the chronic stage, as was the case with
Barnes & Noble, the executive’s actions and deci-
sions must remain focused on managing the
chronic stage. If the chronic stage cannot be
brought under control the organization will
remain there. When possible, the acute and chron-
ic stages should be guided by the primary goal of:
“What can I do to speed up this phase and resolve
this crisis as quickly as possible?”  In this situa-
tional context, Barnes & Noble now finds itself
confined in the chronic crisis stage as previously
noted.


In any of the four stages, regardless of what has
been done, another crisis may evolve. This is the
case of Barnes & Noble, now in the chronic stage,
where a new crisis that presents itself is the sale
of electronic books. Amazon has introduced the








Kindle, a device for reading electronic books. The
electronic book can be distributed directly to the
customer using the internet. Amazon now offers
several thousand books including best sellers as
electronic books. These books usually sell for less
than the normal book price in a retail store. But
price is not the only threat causing a new crisis
for Barnes & Noble. Electronic book distribution
over the internet has the potential to bypass the
need for a firm like Barnes & Noble that publish-
es, distributes, and sells books primarily in book
stores. In other words, with electronic books sold
and distributed over the internet and the Kindle
e-book reader, Amazon can deal directly with the
authors of best selling books thus eliminating the


publisher, distributor, and bookstore (O’Brien, 2009).


The light at the end of the tunnel of crisis man-
agement may very well be the preliminary warn-
ing of an oncoming crisis (Fink, 1986).  That
would be bad enough if it wasn’t also for the
acute and/or chronic whistle of other crises sneak-
ing up on the manager from behind in the same
tunnel.  Since crises are not tiered on a convenient
plateau system, crisis cycles often make it difficult
to see where and when one crisis ends and anoth-
er begins, or at what stage the firm is in when
encountering multiple crises simultaneously (see
Figure 3).  This is especially true in situations
where the ripple-effect complications of one crisis
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Figure 3. How Crisis Cycles May Appear.








set off one or more other crises within the organi-
zation.  This, in truth, is probably the situational
milieu in which Barnes & Noble finds itself today.


Summary and Conclusions


This treatise presents a case analysis of the jour-
ney of Barnes & Noble in a transformational crisis
situation. Crises are often viewed as unwanted
negative events for organizations but, in reality,
well-managed crises can be transformational turn-
ing points in facilitating positive opportunities for
growth and development, as was illustrated in the
opening metaphor. For well over 10 years Barnes
& Noble, as the leading bricks and mortar book
seller in the U.S., has been engaged in a major cri-
sis with Amazon as the primary internet book
seller. During this period of time, Barnes & Noble
has progressed through the first two crisis phases-
--the preliminary crisis stage and acute crisis
stage---but remains in the chronic crisis stage. The
crisis has not reached the resolution stage, and
therefore remains a problem rather than an
opportunity that should have been taken advan-
tage of. 


Barnes & Noble is a well respected name among
book publishers and sellers. The firm has hired
excellent staff to publish, distribute, and sell
books. The internet was not a primary feature of
their technology and culture. Amazon, located in
Seattle where the best internet talent was plenti-
ful, was quite different. Founded in 1995, Amazon
was the leading seller of books on-line by 1997.
This was the critical preliminary stage of the crisis
for Barnes & Noble.  Now, Barnes & Noble has
found itself locked in the chronic crisis stage---
unable to ignore on-line sales because the firm
must maintain a competitive internet presence,
and still unable to match the technical superiority


of Amazon’s retail web presence and distribution. 


Often a crisis that is not well managed is likely to
present yet another crisis. This is clearly the case
with Barnes & Noble. Amazon has introduced the
Kindle, a device for reading electronic books. The
electronic books can be distributed using the
internet. With on-line distribution and customers
that have Kindle readers, Amazon can purchase
book distribution rights directly from authors and
sell the authors’ work over the internet for a frac-
tion of the cost of a book sold in a retail store.
This should be a great concern for Barnes &
Noble because electronic books distributed direct-
ly to customers over the internet have the poten-
tial to significantly affect the publication, distribu-
tion and selling of books in stores which are the
principal operations of Barnes & Noble.
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