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Diffusion is the process by which (1) an innovation is (2)
communicated thru certain channels (3) over time (4)
among the members of a social system

The Innovation

Social system

Time

Communication channels
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Relative Advantage
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< A H|XIo| & MK g “Barriers” to Adoption
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- Value Barrier
- Usage Barrier .!’
- Risk Barrier
Mely &
- Traditional Barrier
- Image Barrier

FUD+IM Factor

o AL2|H X
Safety concerns, regulations, etc.
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Many innovations fail because consumears
irrationally cwarvsalue the old and companies
irrationally cwervalue the new.

EAGER
SELLERS

Understanding the
Psychology of New-Product

Adoption

TON
BUYERS

ore than a century ago, Ralph Waldo Emerson

is reparted to have said,“If & man can write a

better book, preach a better sermon, or make

abetter mowsetrapthan his neighbor, though be build his
‘house inthe woods, the worldwill malke a beaten path to
‘hizdoor” [f anly marketing innowations weps that simple
In today’s by percompetitive marketplace, companies
thirt succe ssfully inkroduce nevw products ars mere likely
‘o flourish than thoss thar don't. Businesses spend billions.
af dedlars making better “mousstraps” coly to find con-
sumers roundly rejecting them Studies show that e
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THE TRADE-OFFS INNOVATIONS DEMAND

Innovation

Electric cars

Digital video recorders
DVD rentals by mail
E-books

Online grocery shopping
Satellite radio

Screw-top wine caps
Segway scooter

Wind turbines

What Consumers Gain by Buying

Clean environment
Easy recording
Broad selection
Easy portability
Home delivery
Broad selection
Less spoilage
Mobility

Nonpolluting energy

What Consumers Lose by Buying

Easy refueling

Ability to play rented movies
Spontaneity

Durability

Ability to select freshest products
Free music

Elegance of the experience
Health benefits of walking

Unobstructed views
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(Performance-Compatibility Tradeoff)
= Evolution Strategy vs. Revolution Strategy

Evolution Improved
design or
Z adapters
Z
o ]
a
=
S
Revolution

Performance
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 SHN|LF 7l|2FO|LF (Openness vs. Control)

Proprietary

Your Share of Industry Value

Total Value Added to Industry
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Control Openness

Compatibility  Controlled Migration Open Migration

Performance Performance Play Discontinuity
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atechne
Computer.

Mewing bevond

COMPULErs, vall wae
hmbcmlm a real force Dell was
in music and movies.

But rivals loom., from mdr l el
Microsoft to Wal-Mart. )

Can he stay on top this

nme? 56

worth more H|L1| 1 Dell.”



'DON'T STOP NOW, STEVE

To cement Apple’s lead in the digital-music business,
CEO Steve Jobs must address several looming threats:

the device's sleek desipn. But love al lirst sight 1S grvng way to anger for some
customers aver crackly sound, battery troubles, and earbuds that won't stay in the
ear Appla needs to fis these quality prutm.:ns belare rovisls close the I:IL"HLrI E.ls:n

1 PROTECT [POD'S BLISSFUL KARMA: When it was new, buyers were enamored of the

Bul Realiebworks has 4500000 customers for s subscnipbion senice, whach costs
wp o 3955 a month, Apple shauld get into the renfal game,

2 GO BEYOMD DOWHLOADS: Jobs says people wank 1o buy rather th:trl reat thewr music.

KEEP MICROSOFT IN CHECK: Ricrosoll is signing up customers [ar a technodomy
called Janus that will let subscibers lemposarily play rented muwsic on portable
playeers, Apple needs lo come up wilh similar bechnology,

REMEMBER THE MAC: Hewlatt-Packard is about o start resalling iFods wder its awn
4bramj_.ﬂ.p|ﬁe should lind more such partnars=say, Amazon.com o Mokir—30 ifod

technolopy can becoms the de facto standard m dipital music. As Apple lound ot
with l:he Macinlosh, earlg,- innovation is no protecion against an nrlshlmhlm M rndals.,

nnH'T BE GHEEM‘ Cufting prices is anather way o boost market share and bécome
the inchustry standard. Apple shouldnt do this npght away since it can'l even kecp up
with demand now. Bul once supply improves, Apple needs 1o trim iPad prices.

.I—

FH'UI.FEI PAPA There's
a six-week vaiting
list for the IPad Mini
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BY STEPHEN H. WILDSTROM

L ol The Music Mess:
I —4 Advantage, Microsoft

Imagine buying a CD at Best Buy only to discover that it won’t work on
the CD player you bought at Circuit City. Absurd as it sounds, this sort of
situation is the rule rather than the exception in the world of legally
downloaded music. This maze of incompatible standards is a threat to
online services such as Apple Computer’s iTunes Music Store.

The situation is both baffling and
infuriating. My iPod can play all the
MP3s [ rip from CDs or pull from KaZaA
(if I used it), but when it comes to legal
downloads, it works only with the
iTunes store. The Roku SoundBridge
that connects my stereo to my
computer’ sh of digital music can
play everything in my iTunes library
that I digitized myself—MP3s and the
like—but not iTunes Music Store
purchases. Similarly, other players
handle only musie bought from a
specific service.

No wonder the market share of leg;
remains tiny compared with sales of
music-swapping services such as Ka

MSN Music is a tiny part of its business.
‘The company makes money selling the
Windows Server 2003 software required
to distribute music or video in Windows
Media content, so it profits by having
the technology as widely embraced as

e, To promote that, it offers
favorable, often royalty-free, licensing of
Windows Media technology to music
and movie studios and device makers.

> Windows Media 10 and Janus

/ October,

:rving step that
for consumers.
aysForSure” logo

Gates & Co.
focus on
conmatibilit;g
which is what
music lovers
want

using technology to limit the number and typds
buyers can m.ukc c)t'dmvn]oudcd 0Ny

the g

digital
RculNLl\\nrk\ uses one \]ch l]cllx, and Mlcro'
introduced a DRM known as Janus.

IT'S PUZZLING THAT THE INDUSTRY doesn’t see how hard
on consumers. Apple has chosen an isolationist course. It
supports onl rPlay in its products, and it has been
unwilling to se other companies either to build FairPlay-
enabled players or to sell FairPlay-protected songs. Hewlett-
Packard sells iPods co-branded with Apple, but it’s not clear

s an 1Pod, these
nes i]L‘l]Il‘lL SLOT

no 11\4:11 can mat
narrowing. Virgin Eleetronics, 1(:1 one, is part ()I an Linpm.
with proven marketing ability, especially in \d]mg music.

whether Apple will enter broader licensing deals.
RealNetworks, as befits the smallest competitor, is eclectic,
promoting a system called Harmony that supports players
using its own Helix as well as Microsoft’s Janus. It also se
songs for the iPod using its own, unlicensed version of FairPlay.
Microsoft holds the high cards in this game. Much as I hate
to see the colossus of Redmond end up dominating yet
another market, 1 believe that is going to happen, and given
the current state of affairs, it may be the best outcome for
consumers. Microsoft doesn’t make player hardware, and

16 | BusinessWeek | November 15, 2004

In the end, what consumers care about is getting 'th
music—and in the not-too-distant future, the mc
video—they want and having it play mthouL hassles on the
device of their choice, Microsoft's big-tent approach offers a
way out of this morass for everyone, except perhaps Apple. B

E-mail: techandyou@ businessweek.com

LIENESIEEAMITN For a collection of past columns and online-

only reviews of technology products, go to Technology & You at
www.businessweek.com/technology/

(TOP) PHOTOGRAFH BY ETHAN HILL

Tech&You

BY STEPHEN H. WILDSTROM

Microsoft Plays

Microsolt has never been shy abour adapting a pood idea when it sees
one, 50 naturally its new Zune music plaver and download service take a
page [rom Apple’s iPod/iTunes business. Zunes large display and wireless
capability may well appeal to some users. But they won't ll‘w: enough to
overcome the huge head start Apple enjoys in the market.

Fune represcnis an aboopt neversal of
Mlicroendt's mlior music stategy, which
REREET L I.._-ﬁ-||'|l.'.1r\}|--l11ll-¢l\'. varwliors
ared indepsersdent: hardveare makers. Thes:
iPesd waanrmbes: benve impromced of ke,
but they still hivent cught up 10 Apple,
ard thevarions musicolierings Gl far
shant of the s mless cxperionoe on the
iTunes Store, With Zune, Micresol adopis
Apple's modd of ench o-end contral af
hardware, saftware, and conbent remiling,.

Blicroentt hopes Zune's ability fo
shave music will be the killer distinetion,
as implicd in itz markei
“Welcome o the Fiwirdess o
detect any other funeswithin o 1. 30-fiol mding and
sonil therm songs., A shaned song can be played just the:
tirne= in @ three-day period unles the cowmer cobles the #une
11 @ P and buys the wne fram the Zune sore, Unliks the
plaver from stariup Musictranling which als ers Wi-Fi
sharing, the only wireless domwmloads the Zune can receive are
sangs sl from other Zunes.

THE 5242 ZINEPLAYER I3 AN ATTRACTIVE design, comilabe
in black, brown, o white. It has 30 gignbytesof siomge and
is ahout ¥rin. longer and thicker than the similady priced
2GR ilad. Bu sz el v ol the extr bulk with i=
subsinntinlly bigger 3in. dn—q.‘-Ln Lt alzs hos an F8 mdio
And while the controls bk the elegant mini malsmaf iPod's
serol | wheel they arewell designed and efficient. 1had some
ditticulty installing the sofiwmre—which requires Windoms
IP Service Fack 2—and getting the player 1o syne, But 1 vwis
testing a preproduction varsion of the progmm; the problens
should he fooed by the Now, 14 lounch.

TheEune player can hand ke the stndard, uoprotssied
audic and vides files common to portable players, Bui
when it comes o vapy-protected content, it will only mke
b= purchased e Marketplce, Soogs and videes
prabevted by earlier varsioms of Micreolis own digital rights=
marmgement sofhearce, including PlaysFocSure, will not worl

On the =eneen, the bl gray,and omnge hues of the fune
libvrary saftwire bene 8 mone modern kok than the mther phin-

24 | Bassbewes sWesk ikt

a New Zune

vanilla i’lines, even thovgh the basc
lmyot is simikir It is 0 vt improvement
orer thie Eumilir Wind oo Media Pliyer.

The Bladiwiplsce music sione is more
prablemmtic. For the sl of consisteney
with Xbow Live, prices are given in
Microealt points, squal tioabout 1254
sysiem thal strikes me as slly, Songs are
priced ot 79 pints, which warksout o
the S they ovst anywhere dse, £une
viers hirvee this ciption af@m §15 monthby
subesci plicn, which allcaes unlimite]
ckrwnlemds, bu i the music disappears i
the subseription ks,

The ense of browsing at the
stare i= hindered by the fct that
all musicis sored into just dght
popular menres and o caichall
“mairs” entegary, irstead of the
extensive sysiam of genres and
subgennes ussd by iTines.

Thebig pmblem with the barke-
plceis what isn't there. funciza

Wireless
sharing sets
it apar t from
iPod. That
might not be

-. ¥ mukch bettervideo player than the
€I “‘H“h iPral, bt there ooz no movies oriy
— shirm fior sl nnd won't be until

Microsnft works ot ngresments
with the siudice and netwar k= £une can play prdemsts, but yon
et b subearribwe o ar denenliond tham ihroogh the Modesiphies,

Bk [ am underestinm ting the desive of people,

espevinlly those af the MySpace peoemtion, 1o share music
by o mre high-tech methed than passing carbuds back and
farth, IF T'm not, Microsalt’s oaly hope may be o op iTunes?
mienu af viden affierings before Apple comes oot with an
entmneed viden ifod, which could happen os soon o Jancary.
It lewibe like it oiing 1o ke o bumpy ride. @

Femald: dech Bvonid businesswenk.oom

For past odurmns 2nd ordree- ool reeans s,
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0 50 e w b ness ek oS
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- Whether “real” or “virtual”, the value of

connecting to a network depends on the number
of other people already connected to it.

. Demand-side economies of scale
"Bigger is better.”

 “7|CY" 7} S 23 HEr2 4385iC): Bandwagon
Effect
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* The greater the availability of complementary products the
more attractive the capital good for consumers.

MANUFACTURERS

(Hardware == At)

Direct Demand
Dependence

COMPLEMENTORS
(Software/ M H| A = At)




The Chicken and Egg Problem

Market Manufactures Complementors "Chicken —and —Egg" Problem
DVD Players DVDStE ROl MEY A (Sony, | Fotd DVD X 44 7| Tto{ vS. DVD ¥ 3t A EI X QF CHof Q|
RCA., Philips) H Ol 2 7HA 8

Electric Vehicles

AtF A Al =L Al (GM, Ford,
Toyota)

M| RHS A Lo VS REEX Al MEH, A5 A
£ MH|A, ELO|of MH|AQ| JHs R

Personal Digital
Assistants (PDAs)

PDA StE Qo A = |
(Apple, 3Com, Casio)

PDA TOH VS. PDA 2ZE Qo2 At ZII5HE

Advanced APS Ztofl2t/HE N = A ARZL Q1 Bt A APS Ztofl2t/ HE TOH VS. APS HE Q& MHE|AQ

Photogranphy (Nikon, Minolta, Canon) s g

System(APS)

Smart Cards Smart Card 32 Y Al (Mondex, | 20H Y X} Smart card® 7t VS, A0 H X[ A smart cardE
Mastercard, Visa) H= o 82

Paperless Electronic Paperless book<| & THAL Paperless book@ ¢! VS. Paperless bookoll A At

Books 5t E 2l of Jtset He=o 7Y Jte AR
M = L Al (Softbook,RocketBook,
Everybook)

Network Computers Network computer H| Z= & #| Z2l5 Java 2ZE Q9o Network computer Zkol VS, Java -3 & 7|8t Network
(Oracle, IBM, Sun) Z=2703afof computer?| 752

Operating systems Operating systemTtoH & | StEQof A=A Operation system A X & 7[8t VS. st=Y o et
(Microsoft, Apple, Sun) Mol AZEQO T2 LT EQ0Q AtE JH5HE

Cable Modems

Cable modem
X =L A (General Instruments,
Motorola, 3Com)

CableM bl A 32 H Al

Cable modem 7tZ& VS. Cable modem A{H| A 2
HAHXO| 7t5 8

£ X : Gupta, Jain, and Sawhney (1999), p.398.
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Ste
Jobs’
Magic
Kingdom

How Apple’s
demanding
visionary
wﬂlﬁsllslnake
up ey
andﬂlef

COVERSTORY

INSIDE THE COUP AT NIKE -

Steve Jobs’

agIC

entertainment

EARLY O A JULY WORKDAY IN 1997, JIM MCCLUNEY, THEN
head of App 3

ow \
&

gdom g

demanding v
and the

world of

News Analyms

CONSUMER ELECTRONICS

HOLLYWOOD
HOLDS ITS BREATH

The iPod—and Disney’s blessing—could

create a mass audience for video on the go

E JoBs
eiled the much
wikle

ant |

iPod
Ot
mediarely clear thar
Apple  Computer

will not transfor
]1|3(| and iTumes b

zolor sereen
shori ¢ | e

cluding Degerane T
for 1,54 through its M '

HBut there were no mavie moguls an
hand 1o help Jobs unveil an online siore
o full-bengeh e Helling muovie

nd they are
n mided thag
ase the same mode
et frmars.

awer and eerin

42 BusimessWesk Ccloier 242005

That's not o say .-\.lpl: hasn't again
Along \n['h ﬂ'.

stolen a march on i
wiclew iPad, Che oo
Mlacwith a1

deal could lesd other TV

content For SL99. “Only Apple could have

bromght this together”
sarys Wam Bake eyt

¢ day when
mawi 1l be down
leoacded v Pods likely re-
= far off Diznev
chiel Robe ap-
peared 6t the Apple

r.-.mp.ml n
hns had oo success com-

DEN MASTER
The media-
friendl|er
iMaz

& Commentar

JOBS AND NEW

BABY “| think
this iz the start

' of something.
resally big™

g thenn o adopl tee Fairplay digi-
Im -management technology used

ta ||||W peaphe wl
TV shaws to burn even a sin igle €D
or DV
Bamicles ‘-Lllll.|ll-~ I|. Ve kose than
the music industry's top kabels did when
they cut their landmark deal with Jobs
ke O

first vin the bax
|:]|.'I\. by selling
5

until a day after they air.

HURDLES AHEAD

(RE ARE TECHNICAL constraints,
Apples updated iTunes sodt-
mers can dowmload an hour

rme
|1: af surage space—or five
15, if the movie was ghat in s
slon. As o result, ex-
wies will reminin o timy
umers el peedier
5. slicker home
netrwarks, urd  drives,
*Broadhar oot Do preiny
dasplay dﬂ\.f.\r'_‘illlth-.‘.l'.lnb TUKHTL, I H.jl_\
ays Jim R'n'no CED of movie

riche until LLs
broadband oo

Jobs is well aware of the hurdles, which
wiy the new iPad is o baby sep
0 g\-l A withsout ‘-I""\l'll-. the
stuufios, Bt he may be betting thot Hil-
|uu-ul.d will soon be ready 1o -\.'J[ a deal,

ingmess o let ﬂ.pplu \-ol i

ton medel. =1 think
this is the start of

sep is the hardest
me” Apple rval
take note, W

ol ity R
Grmeer in Lag Angreles




successful innovation requires tracking your
partners and potential adopters as closely as
you track vour own development process.

by Ron Adner

Match Your
Innovation Strategy
to Your

Innovation
Ecosystem

Igh-dafniton telavisions should, by Dow, ba A WU SIGIEEE.
Philipe, 5oy, and Thompeon inveseed billione of dollaes to davelop
TV setewith asonishingly high pichure qualisy, From a technoky per-
spective, they sicsesded: CONa0le MENUECHITETs Nave Deen ready for
tl:-e mass market since the early 19908, Yet the cabegory Nas been an unmitigited
failure, not hecause the consoles are defcient, bt becalie critical complements
U 350100 Production equipment, signal compreszion wchnokog e, and broad-
Cafting SENdardswere noe davelopad of 2dopad in tme. Underperiorming com-
plements have Left the console producers in he position of offering a Ferran in
aworld withoue gasaline or higheeays— an admirable engineering feat, bt notone
that crearesvalue for cusromers. Today, more ehan a decade laver, the supporting
infraseruceure is finally close w0 being in place. But while the pioneerng console
makers waired for complements eo citch up, the environment changed 45 new
fOTMmats aNd Dew Hvals emeTged. AD iMNOVEHON that Was onee characerizsd a3
the Diggest market OPPOTIUNIG Since coloT TV is NoW COMpetilg f0F COMSUMET
atention in a crowded market space.
The HITV sioey i8 & poster child for the promice and peril of i i oo
[ eme=the aollabarative arrangements through which firms combine their individ
ual offerings into & coherent, CUstomerEacing soludon. Enahled by informaton
rechnologies that have drastically reduced ehe oosts Of coordination, inMovatan
2002 ELETTE Nave Decome 3 oofe element in the growth sudte giss of As in awide

A ORHIEELD

9B

HAREA ED HUSIMESS REFIEW



Integration Delays

Assess interdependence risks
- of coordinating with
complementary innovators.

Innovation Strategy Assess initiative risks Modify

r = | Set performance expectations [— of managing —— performance R

' and determine target market. the focal project. expectations. '
1

I I

I I

1 1

1 1

: Assess integration risks :

I - of having the solution I

: adopted across the value chain. '

I I

I I

D o e e e e e e e e e e f e e e e e e e e e e, e e e e, e e e, e e e e, e e e, e e e, e, e, e, e, e, e, ., ., e, e, e, e, e, . —m— 1

(Revise and rethink innovation strategy.)
i Focal firm processing time i Intermediary 1 processing time | n Intermediary 2 processing time
I 1 I 1 I 1
Complementor(s) pracessing time | | Complementor(s) processing time | | Complementor(s) processing time
mATON I||||I||||I||||I||I||||I||||I||||I||I||||I||||I|IIIIIIIIIIIIIIIIIIIIIIIIII ||||||||||||| )
Interdependence 'F‘ Interdependence )—| Interdependeme
delays e delays [ELS E2C

adoption delays adoption delays

e delays



Palm PDA Aldl

How did Palm do to create a winner-take-all market for
itself?

- Software Development Kit (SDK)
- Shareware applications

- Penetration pricing

- Beaming, UI

- "Palm Economy” via PalmSource

o
almsource



http://www.palmsource.com/products�
http://www.palmsource.com/index.html�

BY STEPHEN H. WILDSTROM

Technology&You

Look Who’s Powering Palm

1s the Palm software that powered the first practical handheld in 1996 and
redefined mobile computing on the road to oblivion? Tt sure looks that wa
at least for devices such as Palm’s popular Treo, which combines voice a_ng
e-mail service with the traditional contacts and calendar functions of a
PDA. Palm will soon announce a Treo powered not by Palm 08 software but

by Alicrosoll's Windows Mihile 5. And
while Palm will sl bath Palm 0% smd
Windows Treos For the indefnite future,
Micrasaft software is likely to dominate
the market over tme.

Thie =ale of PolmSowmes, the sofitwame
arm spun out of Ue former Palm
Computer in 2002, will also affect the
future of Palm 05, PalmSource had been
struggling bath 1o find more custimers
and to gel its products, particularly a
simpler operating system for cell phanes,
mearket, Earlier this year it sold THE
its ghare af the Palm trademarks
hack o the hanfware arm and
pul itsell up for sle, mm

As the only significant
Heensee of Palm 0%, Falm was wddely
expected tobuy hack the softwane hasiness—and it tried, But
njor LLS. and Busopsan handss makers junspad oo the
hidding and drove the price sig-high, " There was a point
beyvond which we didn't think it made sense” Palm CEo Ed
Calliggan wrote in am e-mail 1o Palm empliyees that was
abinined by HuasmesWeak, After Palm withdrew, Japanese
stdtware maker Access, which supplies Web browser
technalogy for the Treo, came wp with the winning bid: £324
million in cash, an B3% premium daver the market share price.

FOR PALM THE ACCESS DEAL 1= the least olbjectionable owloone
since it prevented Palm 08 from falling into the hands of a
competivor. Palm s mot likely vo shift away from Palm 05 as
the saftawre behind its Zire, Tongsten, and LifeTrive Poa
medels. But the market for these nonphone handlehds has
been declining for several vears as wireless handsets ke up
more of thelr funetons. And with the acquisiton of
Palm&oumee now ot thee tnble, Palm can be ngnastic shout its
software chaices,

Althpagh | have kong been a Palm fan, [ have to coneede
that Microsoft software ineressingly makes sense for a
comverged devive like the Treo. The first Pocket PC Phane
Editicms, which came ot three years ago, wene ghastly, bat

T AR

26 | BusinessWeek

e hardwaare aind sodtware have steadily improved. 1
tried a Hewleo-Packard iPag HWaSM, due this fall from
Cinggular Wireless, and it was nearly as good as a Tieo
&5, both as a phone and for e=mail =and it uses an
alder veralon of the Windows Mobile software, e used
0 Trerelike squore disploy insted of the ¢longated oness
wsed i cther Pocket BCs. This left room for a buil-in
keybaard while keeping the device comipact and not ton
top-heavy for typing. Berween the improved softwane
angd Palm’s Theo design expericnoe, the Windows Treo,
expected 1o hit the marker early nest year, shoubd a
last be as good as the Palm O8-based Treo G50,
The embrace of Micrasaft is bound to ciese howls
of betrayad among Palm fnithiul. Bul the
time is ripe for Palm to move e
Windmys Mobale. The hardware inside
Treoas and Pockes PC phomes is virtwally
identical, Windows Mabile is
pewplar with corpeeations,
especially those whose madl
s¥stems are bailt on Microsoft
Exchange and Carlook. And
the fact thnt programs can be
written to rum on bath Teeo-
size devices and the smaller,
cheaper Windows BMabile
Smariphones, such as the
Andiavon SMT 56080, appeals
o both companves and mdependent software developers.
Micrasaft may be a company of predatory instinets, but it
history of competition with Palm is ypical of how i so often
wins in the enad. With the patience conferred by deep pockets
wwned Uve determination o keep urying, ivcan eventually
penetrate any markes it desirzs. Palm held off the juggernaut
for lomger than most, but the dme For change B rapbdly

drvwing nenr. W

Windows
Mobile is now
nearly as good
as Palm’s
software

Bl echarmadyon@usinessieet. con

Husinesadesek: fondine

For 2 colection of past columes and anline
only feviews of techrology products, o bo Tachedl ogy & Yiou At
i sl nessaeel comy e techimensen S

(TP MHOTIGRAPH OV KETHAK HILL




1124 Lock-Init MZHH|£

» Lock-in2 S}0|E|3 AtH9|

HEY Y
Lock-in2 HH £ RQel SA[O 14

UM T2 HE

Lock-in0| MM o 2 C{XStet.

= Lock-ino| =7}X| X
HES3 a1}
NEig=lFs



http://www.cinema1.com/movies/englishpatient/chains.jpg�

X ZHH|2: “Loyalty’Cl Xl 01

< Satisfaction-Loyalty Link

How the Competitive Environment
Affects the Satisfaction-Loyalty Relationship
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Economic Risk
Evaluation costs
Learning costs
Set-up costs
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Benefit loss costs
Monetary loss costs (transaction costs)
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Personal relationship loss costs
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Switch Campaign by Apple

[ " T Store Y iPod + iTunes T

.Mac TQUickTimeT Support { Mac OS X
Hot Mews ~ Switch  Hardware  Software  MadedMac

Education  Pro  Business  Developer  Where to Buy

Effortlessly switch from a PC to a Mac.

When you upgrade to a new

Macintosh, of course you want to

bring all your files and information Dett'Dn
that you've built up aver the years Technologles
with you, Moving bits around can

be a tedious process — and aren’t computers
supposed to autormate things so you don’t have o
do the work anyway?

Move2Mac- Move2Mac transfers files
.r..?..v,..e....mz,l& from your PC to your new
TSRS Macintosh and puts

R /! everything just where you

HIPTY

need it, Tracks from *My
Music” on your PC go to the
Music folder on your Mac;
clips in *My Wideos” move ta
i@ m= the Maovies folder; images in
"My Pictures” show up in

wenir Dicknirac faldar itarc in

Move to Mac
$49.95
Learn more

System requirements:

For your PC:
Microsoft Windows 98, 985E, Millenniurm, 2000 or 2P
30 MB hard disk space, 32MB RAM, USE Part

For your Mac:
Mac ©5 ¥ 10,2 Jaguar or later

What happe
MoveZMac m
and preserye
the Window:
and its subfc
placed in the

Can MoveZ2Zh

8Oe6e New Mac Owner =

v® g B A Q [

Send Cf Attach Address Fonts Colors Save As Draft

To: switchers@apple.com

Cc

Subject: New Mac Owner

I recently purchased a G4 notebook, after being a PC user for over 15
years, Simply put, I just couldn’t resist the sleekness of this new model.
Prior to this, I had never owned or even used a Macintosh and was a hit
intimidated by having to learn to use a new OS. My fears proved
unwarranted, and I have been extremely happy with the entire apple

“After | switched to Mac, my only
regret was not switching earlier.”

Juan Proafo, project manager

More real stories

Alex Schoknecht
Bill Swan

Janie Porche
Gianni Jacklone
Richard Ziskin
Andy Skowronski
Theresa McPherson
Gautam Godse
Jererniah Cohick
Mark Gibson
Jentry Poss
Eabiols Torres
Hamilton Marris
Ellen Feiss

Tesz Bethune
Cavid Carey

Juan Proafio
hoees ado—o -
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BY HEATHER GREEN

HAT WOULD A DAY
without the BlackBerry
be like? John A. Edward-
son, chiel executive of
tech distributor Cow
Corp., ponders the question over a
breakfast of poached egpgs, bacon, and
decaf in a Manhattan hotel. He picks up
his BlackBerry from the table, turns it
over, then can’t bring himself to imagine
such a dire possibility. “Let me get this
out up front: I'm addicted to this thing,”
he says. * Seriously, in my opinion, this is
the most important productivity tool that
has come out in my lifetime. You think of
something in the middle of the night.
Bang. You take care of it right away.”
Unless, of course, the BlackBerry gets
squashed, While that's a long shot, a ULS.
district court judge in Virginia is hearing
a case that could lead to the shutdown of
BlackBerry service in the U.S., at least
temporarily. Patent holding company
NTP Inc. is suing Research In Motion
Ltd., BlackBen¥y's Canadian maker, al-
leging its wireless e-mail technology in-
fringes on NTP patents. Unless the two
sides reach a settlement, NTP has asked
the judge, who has already ruled that
NTF's claims have merit,
to turn off RIM’s service
in the US.

THUMEFUN An
infringement
suit could mean
black screens
I

No BlackBerry,

? says one CEQO.

k]

e connection shuts down?

If that were to happen, Edwardson
and 2.8 million other BlackBerry addicts
from Hollywood to Wall Street would
find themselves staring at black screens.
It's a serious enough risk that the Justice
Dept. filed a motion on Nov. 10 asking
the court to ensure that people in the fed-
eral government itsell would be exempt
from any injunction.

So Senate Majority Leader Bill Frist
may be able to zip off e-mails to his
staffers. But what happens to everyone
else? What would the costs be of going
without BlackBerry? Well, soccer games,
for one. Peggy Foran, executive vice-
president at Pfzer Inc., hightails it out of
the office at 3 p.m. on game days so she
can root for her daughter from the side-
lines. No BlackBerry, no cheering for her.
She admits to using it in less admirable
spots, too. One time she was so busy typ-
ing e-mails in church during Easter mass
that her daughters confiscated the ma-
chine. *I couldn’t go back to not using
one,” she says.

Anthony Paduano figures he could go
without—for about 20 minutes. His law
firm, Paduano & Weintraub LLP, is a liti-
gation specialist with 13 senior lawyers
in New York. “We advertise ourselves as
a little boutique of trial lawyers who can

go anywhere and be available any-

time,” says Paduano. “If you take

our  BlackBerries  away, we

wouldn't be able to do that. We

would have 1o spend all our time
trving to find a Kinko's.”

No wonder people are eager 1o

stay connected. So addicted is Ed-

wardson that he circles his cabin in

Wisconsin searching for the nearest

spots where he can use his BlackBerry.

“Every year it gets closer,” he says.

“It used to be five miles away.
Now there’s a hill about two
miles away where [ ean get

. asignal” W
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MUSICTO
APPLE’SEARS

It seems Apple Computer’s
iPod music player may be
doing what years of
marketing have been unable
to do: persuade PC owners to
jump to the Mac. On Nov, 22,
Piper Jaffray put out a report
suggesting that 700,000 or
so iPod lovers either have or
plan to buy a Mac in the next
year, and that 1.2 million
more will do so in 2006. The
report, which set a target
price of $100, sent Apple
shares up 11%, to $61.35—a
four-year-high. Butdon’t
look for Apple to make a
serious run at Microsoft’s PC
market share. Even with new
buyers, Apple will still have
less than 3% of the pPC
market, says Piper Jatlray.

Business Week 2004. 12. 6
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