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h Company with Low Margins

Reporter: The Fire seems like more than merely
another iPad competitor.

Bezos: Yeah. What we really built is a fully
integrated media service. Hardware is a crucial
ingredient in the service, but it’s only a piece of
it

Reporter: Price is a piece of it, too, and yours
costs just $199.

Bezos: We think it’s a unique approach in
the marketplace—premium products at non-
premium prices. We’re a company very

accustomed to operating at low margins. We
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grew up that way. We’ve never had the
luxury of high margins, there’s no reason
to get used to it now.

Reporter: How has Amazon been able
to reinvent itself so consistently over the
past 15 years?

Bezos: As a company, one of our greatest cultural
strengths is accepting the fact that if you’re
going to invent, you’re going to disrupt. A lot
of entrenched interests are not going to like
it. Some of them will be genuinely concerned
about the new way, and some of them will have
a vested self-interest in preserving the old way.
But in both cases, they’re going to create a lot
of noise, and it’s very easy for employees to
be distracted by that. It could be criticism of
something that we actually believe in. It could
also be too much praise about something that
we’re not doing as well as the outside world says
we’re doing it. We’re going to stay heads-down
and work on the business.

Reporter: Eric Schmidt has said that there are
four horsemen of technology now: Google,
Apple, Facebook, and you. Do you view Amazon
in those terms?

Bezos: Lists like that are fine and interesting, but
if I were making that list I would have a hard
time not having Microsoft on it. They’ve done
a lot of innovative things, some of which get
overshadowed by their big existing businesses.
You look at something like Kinect, it’s pretty
cool.

Reporter: As they’ll be the first to tell you.
Bezos: As they should. It’s genuine. But one
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question to ask when you see a list like that is,
who would have been on it 10 years ago? That
will keep you humble. Go back to 1980. Who
would you have predicted to be among the four
horsemen of the personal computer era?
Reporter: IBM.

Bezos: Right. And Intel, maybe. But you might’ve
had Commodore, too, or Atari. There are always
shiny things. A company shouldn’t get addicted
to being shiny, because shiny doesn’t last. You
really want something that’s much deeper-keeled.
You want your customers to value your service.
And there are companies that haven’t gone
through tough times, so they’re not really tested.
Reporter: Amazon has had those tough times—
it took years before you made a profit, and your
stock fell dramatically as the first tech bubble
popped. Are there things that you’ve done
smarter because you went through that crucible?
Bezos: If you go back to 1999, it’s hard to
remember how effervescent the bubble was.
People who really didn’t have any passion for
technology or the Internet were giving up their
careers as doctors and mining Internet gold. And
when the bubble popped, a meaningful fraction
of our people left. They realized they didn’t
really want to be doing this. Some of them got
laid off, some of them left of their own accord.
Those were not happy days. This super-valuable
person you really liked leaves. So your skin gets
thicker. Not just me, but all of the executives
who stayed.

Reporter: To the consternation of publishers,
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Amazon is now publishing its
own books. What are you doing
differently?

Bezos: For one thing, pricing.
For your typical consumer
book—I"m not talking about
textbooks or anything specialized
—$9.99 is really the highest
price that’s reasonable for
customers to pay.

Reporter: Some publishers don’t agree with you.
Bezos: As a company, we are culturally pioneers,
and we like to disrupt even our own business.
Other companies have different cultures and
sometimes don’t like to do that. Our job is to
bring those industries along. The music industry
should be a great cautionary tale: Don’t let that
happen to you. Get ahead of it. I think with
books, we have gotten ahead of it, as have some
very forward-leaning publishers. But some
of them are really leaning backward, and
that’s going to hurt their business. They’ll find
that other publishers are going to do very well in
that vacuum.

Reporter: What else are you doing differently
than other publishers?

Bezos: We believe that some of the royalty
streams being paid for ebooks are not high
enough. That’s why, in our Kindle Direct
Publishing program, if you price your book
between $2.99 and $9.99, we give you 70
percent of the revenue.

Reporter: What plans does Amazon have to
produce content in other media?

Bezos: Well, we have studios.amazon.com. It’s a
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completely new way of making movies. [Amazon
crowdsources the production of a “test movie”
until it reaches the point where a real studio
takes over. Warner Bros. Pictures has a first-
look deal with Amazon.] Some would say our
approach is unworkable—we disagree.
Reporter: Let’s talk about web
services. Amazon Web Services is
dominant in hosting—one observer
says that you are the Coke of the
field, and there’s no Pepsi. How
did an ecommerce site wind up
in the position where it’s hosting
web powerhouses like Foursquare,
NASA, Netflix, and The New York Times?
Bezos: Approximately nine years ago we were
wasting a lot of time internally because, to
do their jobs, our applications engineers had
to have daily detailed conversations with our
networking infrastructure engineers. Instead
of having this fine-grained coordination about
every detail, we wanted the data-center guys
to give the apps guys a set of dependable
tools, a reliable infrastructure that they could
build products on top of. The problem was
obvious. We didn’t have that infrastructure.
So we started building it for our own internal
use. Then we realized, “Whoa, everybody
who wants to build web-scale applications is
going to need this.” We figured with a little
bit of extra work we could make it available to

everybody. We’re going to make it anyway—

TOHERHITE:
CEO of Amazon: Jeff Bezos
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Bezos: No. The common question that gets asked
in business is, why? That’s a good question, but
an equally valid question is, why not? This is a
good idea, we have a lot of skills and assets to
do this well, we’re already going to do it for
ourselves—why not sell it, too?

Reporter: Young startups all tell me that even if
Google offers them free hosting, they still want
to use Amazon.
Why do you think
that is?
Bezos: We were
determined to build
the best services
but to price them
at a level that
customers couldn’t match, even if they were
willing to use inferior products. Tech companies
always have high margins, except for Amazon.
We’re the only tech company with low margins.
Reporter: How did you do it?

Bezos: We really obsess over small defects. That’s
what drives up costs. Because the most expensive
thing you can do is make a mistake. We can
afford to focus on smaller and smaller defects
and eliminate them at their root. That reduces
cost, because things just work.

Reporter: Target recently left Amazon Services
to build its own web infrastructure. Three weeks
after launch, a popular promotion took down
the site. Did you get some satisfaction from that?
Bezos: No. Do you know how long we served
Target? It was 10 years. We worked our butts
off to serve them extraordinarily well. Some

people misunderstood—"Why are you aiding
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