Contents

Introduction . . . . . . . . . . . . . XI

Acknowledgments . . . . . . . . . . . XV

n The Meaning of Marketing for High-Tech Firms . . 1
1.1 What is marketing?

1.2 What is a high-tech product? 6

1.2.1 The incorporation of sophisticated technology 7

1.2.2 A short life cycle 10

1.2.3 Innovation: evolution and revolution 12

1.2.4 High investments in research and development 16

1.2.5 Market specificity 20

1.2.6 Product diversity in high technology 20

1.2.7 Government involvement in the high-tech sector 21

1.3 What is high-tech marketing? 23

1.4 Summary 26

References 27

H Corporate and Marketing Strateg1es in the High-Tech

Industry . . . . . . . - )
2.1 The company’s mission and vision in the high-tech industry 32
2.2 The strategic dimensions of technology 34
2.2.1 The technologies’ life cycles 35
2.2.2 The introduction phase of technology: why are companies usually
unable to anticipate the market impact of technologies? 38
2.2.3 The growth phase of technology: how do you establish a
technological standard? 41
2.3 Technology as a strategic resource competence 48
2.3.1 The physical and virtual value chain model 50



vi

24

2.5

3.1

3.2

4.1

4.2

Contents

2.3.2 The technology portfolio 53
2.3.3 Managing technology as a core competence 55
Developing technology competence through external growth 58
2.4.1 Relabeling 58
2.4.2 Licensing 59
2.4.3 External research contracts 59
2.4.4 Hiring from the industry 60
2.4.5 Alliances 60
2.4.6 Joint ventures 62
2.4.7 Acquisition 63
Marketing strategy and marketing plan for high-tech products 64
2.5.1 Situation analysis for high-tech firms 65
2.5.2 Targeting market(s) and designing the marketing mix 66
2.5.3 Action programs 66
2.5.4 Monitoring procedures 67
2.6 Summary 68
References 69
n Knowing Customers and Markets 13
Determining the customer’s buying behavior 74
3.1.1 Purchasing factors for high-tech consumer products 74

3.1.2 Purchasing factors for high-tech products in business-to-business ac-
tivities 79
3.1.3 Specific purchasing criteria for high-tech products 85
Estimating demand 93
3.2.1 Concept tests and prototype tests 94
3.2.2 The opinions of experts 96
3.2.3 Sampling groups and test markets 96
3.2.4 Using a quantitative analysis 97
3.2.5 On-line market research 929
3.3 Managing the relationship with customers 101
3.4 Summary 102
References 103
n Understanding Competitors. 107
Identifying competitors 108
4.1.1 Identification by market and by product 108
4.1.2 Identification of the competitive forces at the industry level 111
Analyzing a competitor’s strategy 117
4.2.1 Strategic groupings of companies 117
4.2.2 Competitive analysis 118



Contents

4.3 Finding information about competitors
4.3.1 External sources
4.3.2 Internal sources
4.4 Organizing competitive analysis
4.4.1 Who performs the competitive analysis?
4.4.2 Performing the competitive analysis
4.5 Summary
References

Selecting Markets .

5.1 Two market segmentation methods for high-tech products
and services
5.1.1 Innovation-driven market segmentation: the customer-
grouping approach
5.1.2 Market-driven market segmentation: the market-breakdown
approach

5.2 Evaluating and targeting segments
5.3 Positioning of the solution
5.4 Segmentation and time
5.5 Summary
References

Product Strategy

6.1 Managing the three product dimensions
6.1.1 Managing a product’s essence
6.1.2 Managing a product’s physical attributes
6.1.3 Managing a product’s shell
6.2 Managing a product range
6.3 Managing a high-tech product according to its product life
cycle
6.3.1 Introduction stage
6.3.2 Sales growth stage
6.3.3 Maturity and decline stages
6.4 Summary
References

Distributing and Selling High-Tech Products

7.1 Selecting distribution channels for high-tech products
7.1.1 Channel-design decisions according to the size of the market

7.1.2 Channel-design decisions according to the cost of the
distribution network

vii

121
121
126

127
127
128
129
129

131

133
134

138
142
145
150
152
153

155

156
156
157
170

173

176
178
181
183
184
185

189

190
191

193



viii

Contents

7.1.3 Channel-design decisions according to the product
characteristics 195

7.1.4 Channel-design decisions according to the degree of control
over a distribution network 196

7.1.5 Channel-design decisions according to the flexibility of the

distribution network 197

7.2 Managing distributors of high-tech products 198
7.3 Selling high-tech products 201
7.3.1 Prospecting: the importance of qualification and probing 203

7.3.2 A teamwork approach 206

7.3.3 Customer follow-up 208

7.3.4 Support activities 209

7.3.5 After-sales market 211

7.4 Summary 213
References 214

Communication Strategy for High-Tech Products 2117

8.1 Communication for high-tech products 218

8.2 Setting a communication budget 219

8.3 Allocating the advertising budget 221

8.3.1 Sales 221

8.3.2 Trade magazines 222

8.3.3 Trade shows 223

8.3.4 Seminars and presentations 224

8.3.5 Sales communication material 225

8.3.6 Direct marketing, on-line marketing, and SMS marketing 225

8.3.7 Packaging 227

8.3.8 Magazines and newspapers 227

8.3.9 Television 228

8.3.10 Radio 228

8.3.11 Outdoor advertising 229

8.3.12 Communication mixes 229

8.4 Managing promotional tools 231
8.5 Preannouncement in the communication plan for high-tech

products 232

8.6 Corporate advertising, public relations, and viral marketing 233

8.6.1 Corporate advertising 234

8.6.2 Public relations 234

8.6.3 Word-of-mouth and viral marketing 235

8.7 Summary 236

References 237

Pricing High-Tech Products. . . . . . . . 239



Contents

ix
9.1 Determining price limits 242
9.1.1 Evaluating the price elasticity of demand 242
9.1.2 Estimating the costs’ learning curve 244
9.1.3 Taking competitors into account 247
9.2 Setting the price of high-tech products 249
9.2.1 Cost + profit margin 249
9.2.2 Rate of return and break-even point 250
9.2.3 Market price 251
9.2.4 Bidding price 252
9.2.5 Comparison with substitute products 252
9.2.6 Value perceived by customers 252
9.2.7 Pricing below costs 255
9.3 Adapting a price policy to different types of high-tech products 256
9.4 Integrating the other determinants of price 257
9.4.1 Pricing according to the product range 257
9.4.2 Pricing complementary products and tie-in offers 258
9.4.3 Pricing according to the reactions from other competitive forces in
the market 259
9.5 Managing price 259
9.6 Summary 259
References 260
The Position of Marketmg Within H1gh -Tech
Companies 263
10.1 The position of the marketing structure in a high-tech firm 264
10.2 The internal organization of the marketing structure 266
10.3 The necessity for interdepartmental cooperation 270
10.3.1 Collaboration with research and development 270
10.3.2 Collaboration with manufacturing and customer service 275
10.3.3 Organizing cooperation among departments 278
10.4 Summary 280
References 281
Key Success Factors of a Marketing
Department in a High-Tech Company. 285
The Marketing Plan 289
References 292
About the Author 293
Index . 295





