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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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- Value Barrier
- Usage Barrier .!’
- Risk Barrier
SEERE
- Traditional Barrier
- Image Barrier
FUD+IM Factor

2 APS| A X8t
Safety concerns, regulations, etc.
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Many innovations fail because consumears
irrationally cwarvsalue the old and companies
irrationally cwervalue the new.

EY JOHN T. GOURVILLE

EAGE
SELLERS

Understanding the
Psychology of New-Product

Adoption

STON
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
2 adapters
=
F =]
a
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Revolution

Performance
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 SHN|LF 7|{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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Back in 1997 soon after Steve Jobs (left) returned to the
company he started, Michael Dell (right) was asked at
a technology conference w vhat he would do about t Apple
Computer. “What would | do?” Dell joked to the gathered
y : attendees. "I'd shut it down and give the money back
Moving bevond to shareholders.” Then in January of this year, just as
P s o o e Dell was beginning what would turn out to be a LJI]IU”UOUb\,cdr Apple’s
i) nd moyes market capitalization reached $72.13 billion, surpasssing Dell’s. Jobs

But rivals loom., trom
icrosoft to Wal-lart sent an e-mail to his employees. “Team, it turned out that LJLIMCI Dell

Can he stay on top this

o ; o 43 Wy e 7 o
b, o wasn't perfect at predicting the future,” he wrote. “Based on today’s stock
market close, Apple is worth more than Dell.”




iPODALI: Jobs,

'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 design. But love al first sight 1S grng way to anger for some
customers over crackly sound, battery troubles, and earbuds that won't stay in the
ear, Apple needs to fix these quality problems before rivals close the design gap,

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

But RealNetworks has 450,000 customers for ils subscription service, which costs

2 GO BEYOND DOWNLOADS: Jobs says people vant to buy rather than rent thewr music.
up 10 $955 a month. Apple should get into the renfal game.

KEEP MICROSOFT IN CHECK: Microsolt is signing up customers lor a techaology
called Janus that will let subscnibers lemporarily play rented music on porlable
players. Apple needs 1o come up with similar technology.

REMEMBER THE MAC: Hewlett-Packard is about to start reselling iPods under its own
4brand. Apple should find more such partners—say, Amazon.com or Nokia—so iPod

technology can become the de facto standard i digital music. As Apple found out
with the Macintosh, early innovation is no protection against an enslaught of new rivals.

the industry standard. Apple shouldn't do this night aeay since it can'l even keep up ﬁsst! ?g;’ :"f: i}’;’gg'{: ﬁni
with demand now. Bul once supply improves, Apple needs 1o trim iPod prices.

5 DON'T BE GREEDY: Cutting prices is another way o boost matket share and become PROUD PAPA There’s




Technology & You

BY STEPHEN H. WILDSTROM

~9fl The Music Mess:
’_—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 I 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’s stash of digital music can
play evi hing in my iTunes library
that I digitized myself—MP3s and the
like—but not iTur Nusic Store
purchases. Similarly, other players
handle only music bought from a
specific service.

No wonder the market share of legal music dow
remains tiny (011\pdrcd with sales m CDs and th:
music-swapping services such as KaZaA. Both
your music wherever you want. Record compaffi
using technology to limit the number and typ:
buyers can make ()l downloaded sc h

the restrictior s the incompat \\*’hi(.'h iS \Vhat
digital-rights management (DRM) s A nlugic l()\'CI‘Q

RealNetworks uses one called Helix, and Micros8t has just
want

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
possible. To promote that, it offers
favorable, often royalty-free, licensing of
Windows Media technology to music
.md mov ie studios and device makers,

/i edia 10 and Janus

ing step that
or consumers.
orSure” logo
Windows

Gates & Co.
focus on
compatibility, »

problem isn’t
> uses a

und Wal-Mart S

on any Pl rglre player,

ts from Dell,
r, Gateway, .md

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 only FairPlay in its products, and it has been
unwilling to license other companies either to build FairPlay-
Ln.\hlLd players or to sell FairPlay-protected songs. Hewlett-
Packard sells iPods co-branded with Apple, but it's not clear
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 sells
the iPod using its own, unlicensed version of FairPlay.
\ »soft holds the high cards in this game. Much as I hate
to see the colossus of Redmond end up dominating yet
another market, I 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

z 5 an il’n(L thcw
s the iTunes online store, and
lant mar kglmu Iiul [hc gap is

with proven marketing abili
In the end, what consum > about is getting the
music—and in the not-too-distant future, the movies and
video—they want and having it play without ha
device of their choice. Microsoft’s big-tent approa h offers a
way out of this morass for everyone, except perhaps Apple. #
E-mail: techandyou@businessweek.com

BIEESIEESENI For a collection of past columns and online-

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

iull\' ir ]illL{ music
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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 d i.qll"-ln}-' and wireless

capability may well appeal to some users.

a New Zune

ut they won't be enough to

overcome the huge head start Apple enjoys in the market.

Fune represcnis an aboopt neversal of
Iicroeot’s eadier music strtegy, which
sl pplving satiware o mozicvaxdos
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
i Tupes: Store. With Zune, Micreoftadopts
Apple's modd of ench o-end contral af
harchware, safiw i cvnitent retmiling,.

Blicroentt hopes Zune's ability fo
sharve music will be the killer distinetion,
as implicd in itz marketing slhgan
“Weloome o the Social ™ The p s e Wi- Fiweiredess o
detect any other funeswithin about o 30-fot mdins 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 Musiclranling which alss affersWi-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 blaclk, brown, or white. It has 30 gignbytesal age and
is ahout ¥rin. longer and thicker than the similady priced
30 GE iPad. But it makes good vse af the ext bulk with il=
subsinntinlly bigger 3in. di—q.'-L'r_L'. Lt alzs hos an F8 mdio
A while the controls sk the elegant mini mal s of 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 Lo copy-protectsd content, it will cnly ke
fes purchased from fune Marketphce. Soogs and sidecs
prabevted by earlier varsioms of Micreolis own digital rights=
marmgement safeare, including Pla 1.?;|||.1'.".'ill nid m-rl;.

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

vanilla i’lines, even thovgh the basc
lmyot is simikir It is 0 vt improvement
vier Lhie i linr Windemes Miedin 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
I shioms or sile, aod word't e 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,
esperinlly those af the MySpace generation, 1o share muse
by o mre high-tech methed than passing carbuds back and
forth, IF T ||--I Microsall’'s ooly hope mey be o op iTunes
mienu af viden afferings befoce Apple comes out 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,
TO e e ] "lu' T com.-‘-'a:»'.\ccl'm'.-n'u.-' 1

o Fazar -.x.-: WidstromT
a0 0 v w bis ness waek om s earch.podtairg T
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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 HEHS 438StC}: Bandwagon
Effect
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* The greater the availability of complementary products the
more attractive the capital good for consumers.

MANUFACTURERS

(Hardware 3 = At)

Direct Demand
Dependence

COMPLEMENTORS
(Software/ M Bl A B2 K1)




The Chicken and Egg Problem

Market Manufactures Complementors "Chicken —and —Egg" Problem

DVD Players DVDSHE QIO A =LA (Sony, | o DVD A /¥ 7| Ttof VS, DVD @3t ZAEH =t T 9
RCA, Philips) B C| 2 7L Al 7t5HR

Electric Vehicles AtF A M =S A (GM, Ford, FToa 7| XtF A moi VS, AR F R X M F5H, XHF A

Toyota)

S TP

£ MH|A, ELOof ME|AQ JHs R

Personal Digital PDA StE Qo M = | Hel 2AZ EQo 32 A PDA ItoOff VS, PDA A2 ZE QO] AtL7I5HHE
Assistants (PDAs) (Apple, 3Com, Casio)
Advanced APS ZHoi2t/HE W =Y X ALXIl Q1B A APS Zttf|2t/ T & Tof VS. APS & QI3 Mu|AQ|
Photogranphy (Nikon, Minolta, Canon) 58
System(APS)
Smart Cards Smart Card 32 & A (Mondex, | 204 Y X} Smart card® 7t VS, A0 X 9l M smart cardE
Mastercard, Visa) Hh= o 82
Paperless Electronic Paperless book2] £ TkAL Paperless book2 Q! VS. Paperless bookoll Al Af&
Books 52 9o 75 St AEHI=Q 11Q] Jts A8
X =2 A| (Softbook,RocketBook,
Everybook)
Network Computers Network computer X[ = | Z 2 Java 2T EQS Network computer ZtoH VS. Java & & 7| 8t Network
(Oracle, IBM, Sun) Z203afof computer? 75 &2
Operating systems Operating systemTt ol & H| StEQ o A = | Operation system A Xl & 7|8t VS, stESof et
(Microsoft, Apple, Sun) Mol AZEQof 22 LTZEQY O AtE 7tFAR

Cable Modems

Cable modem
X = H & (General Instruments,
Motorola, 3Com)

CableM Bl A F 2 A

Cable modem 7tZ& VS. Cable modem A{ H| A 2
HEI=9| 7} 5 &

£ X : Gupta, Jain, and Sawhney (1999), p.398.




ENRON: JUDGMENT DAY

The McGrow-HHll Companies
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Jobs’
Magic
Kingdom

How Apple’s
emanding

visionary
will shake

Steve Jobs’

Apple’s ing visionary
will shake up D
entertainment

INEWS Analysis & Commentar

CONSUMER ELECTRONICS

HOLLYWOOD

HOLDS ITS BREATH

JOBS AND NEW
BABY “| think
this is the start
of something
really big”

The iPod—and Disney’s blessing—could
creat

£ JoBs

anticipated
iPud in San Jose on
Oct. 12, it was im-
mediately clear that
Apple  Computer
Inc’s latest gizmo will not wransform
movies the way the iPed and iTunes have
revolutionized music. At beast not rig
away. The new iPod, which has a bigger
color screen and more capacity, plays
shor clips und TV series. And Apple has
already started v’hn,‘ music videos
epis L
shows, incl
for $1.59 through its Tur

But there were nc
hand to help Jobs unvedl an online store
for ful k'nglh features. Selling movie
is a lot more o g plicated than
dio bosses
nd they are
loath to KI-L‘LI[IJ\.\‘- rll‘uh n mioded that
allows them to release the same movie
awer and over in different formars

s Music Store
uls an

42 BusinessWeck ol e

That's not to say
stolen a march on it

s

video iPod, the company unvesled asl
remote control the

mer ifViac witl

> amass audience for video on the go

le hasa't agam

Along with the

people to use the new computer as a home

entertainment applianoe,

And the Disney

deal could lead other TV studics to offer

with Gartner Inc.

Sdll, the day when
movies will be down
loaded to iPods likely re-

mains far off Disney
chiel Robert A Iger ap
peared at the Apple
event and mused about
the potential for the Net
to “distribute mare con
tent to more people, in

¢ at-

rified of the digital piracy
rampant in music. Apple
has had no success con-

pple could have

DENMASTER
The media-
friendlier
iMac

vincing them 1o adopt the Fairplay d
ghts-management technology used
in iTunes. Apple did agree, however, not
to allow people who buy videos or
I'Vshows to bum even a single CD
ar DVD.

Besides, studios have more 1 lose than
the music industry’s top kabels did when
they cut their landmark deal with Jobs
back in 2001, While Hollywood suffered
thraugh a funk this summer, the studios
are in better shape than their music
brethren, thanks largely to a de: mc. \-nh.

bution model t
umes over

S many

hn\ adcnst rights. As such, studias are
g these release “win-
dows™ by letting \uplr immediazely re
ir Jatest hits. Even Disney won't
ts TV shows awilable on iTuncs
until a day after they air.

HURDLES AHEAD
THERE,

ARE TECHNICAL constraints,

Apple’s updated iTunes soft-
NeTS joad an hour
in 20 minutes. At that rate,

a fcvnh\l\ five
s v\lm if l'vmn-nu- was shot in a
As a result, ¢
e lm'u«-will remain a tiny
consumens et spoadier
broadband connections, slicker home
networks, and beefier hard  drives.
Broadhand needs to connext to pretry
dasplay dev s the hiving room, not just
to PCs,” 54 m Ramo, CEO of m
download site Movielink.
Jobs is well aware of the hurdles, which
explains why the new iPod is a baby step
to get a foothold without spooking the
studios. But he may be betting that Hol-
lywood will soon be ready to cut a deal
Disney’s w gness to let Apple sell its
TV shows i on that compromise may
be in the air. And Iger has hinte¢
down the road, Disney may collapse

*wi stribu
u tion madel. “1 think
this is the start of
something really
big,” Jobs d

Sometimes the frst

step is the hardest

one.” Apple nrivals,
"

and w u’h K.nruul'
Grover in Loz Angrles

HARDS

OM) MARK K

TOF AND B0



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 2ince the early 19908, Yet the cabegory Nas been an unmitigited
failure, not hecause the consoles are defcient, bt bacalke critical complements
SUCH 350100 Production equipment, sgnal compreszion wchnokog e, and broad-
Cafting SENMardswere noe davelopad of 2dopad in tme. Underperiorming com-
plements have Left the console producers in the position of offering a Ferran in
aworld withoue gasaline of higheeays— an admirahle engineering feat, but Dot one
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 enviromment changed 43 new
fOTIMaEs AN 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 siory i2 & 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, CUstomerEating soludon. Enahled by informaton
rechnologies that have drastically reduced ehe oosts Of coordination, inMovatan
200SY ELETTE Nave DECome 3 oofe element iT the growth Suate giss of Gs 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 EE— 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
mATION I||||I||||I||||I||I||||I||||I||||I||I||||I||||I|IIIIIIIIIIIIIIIIIIIIIIIIII ||||||||||||| P e
Interdependence 'F‘ Interdependence )—| Interdependeme
delays e delays 2t 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

Technology&You

BY STEPHEN H. WILDSTROM

Look Who’s Powering Palm

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

by Microsoft's Windows Mobile 5. And )
while Palm will sefl both Palm 08 and pilof
Windows Trevs for the indefinite future,
Micrasoft software is likely to dominate

the market over time.

The sule of PulmSource, the software
arm spun out of the former Palm
Computer in 2002, will also affect the
future of Palm 08, PalmSource had been
struggling bath 1o find more customens
and to get its products, particularly &
simpler operating system for ol phanes, to
market, Earlier this year it sold
its share of the Palm traclemarks
back to the hardware arm and
put itself up for sale,

As the only significant
licensee of Palm 08, Palm was widely
expected to buy hack the software business —and it tried, But
nssjor LS. and Buropean bandset makers jumped into the
hidding and drove the price sky-high. “There was a point
beyond which we didn't think it made sense,” Palm Ceo Ed
Colligan wrote in an e-mail 1o Palm employees that was
obtained by BasinesWeek, After Palm withdrew, Japanese
software maker Access, which supplies Web browser
technology for the Treo, came up with the winning bid: $324
million in cash, an 83% premium over the market share price.

FOR PALM THE ACCESS DEAL 15 the least olyectionable outcome
since it prevented Palm OS from falling into the hands of a
competitar. Palm is not likely to shift away from Palm 0s as
the software behind its Zire, Tungsten, amd LifeDrive PDA
models. But the market for these nonphone handbelds has
been declining for several years as wireless handsets take up
more of thelr functhons. And with the acquisition of
PulmSource now off the table, Palm can be agnostic ahout its
software choices,

Although 1 have kng been a Palm fan, [ have to concede
that Microsoft software increasingly makes sense for a
converged device like the Treo. The first Pocket #C Phone
Edirions, which came out three years ago, were ghastly, but

26 | BusinessWeek | clonn 2 008

the hardware and software have steadily improved. |
tried a Hewlett-Packard iPAQ HWHS0N, due thas fall from
Cingular Wireless, and it was nearly as good as a Treo
6350, both as a phone and for e-mail—and it uses an
alder version of the Windows Mobile software. 1P used
1 Treo-like square display instend of the ¢longated] ones
used in other Pocket BCs, This Left room for a built-in
keyboard while keeping the device compact and not too
top-heavy for typing. Between the improved software
and Palm’s Treo design experience, the Windows Treo,
expected to hit the market early next year, shoukd at
last be as good as the Palm 05-based Treo 650.
The embrace of Microsoft is bound to cause howls
of betrayal among Palm faithful. But the
time is ripe for Palm to move to
Windows Mobile. The hardware inside
Treos and Pocket PC phones is virtually
identical, Windows Mobile is
popular with carporations,
especially those whose mail
systems are built on Microsoft
Exchange and Outlook. And
the fiact that programs can be
written to run an both Treo-
size devices and the smaller,
cheaper Windows Mobile
Smartphones, such as the
Audiovox SMT 5600, appeals
to both companies and independent saftware developers.
Microsoft may be a company of predatory instinets, but its
history of competition with Palm is typical of how it so often
wins in the end. With the patience conferred by deep pockets
and the detenmination to keep trying, it can eventually
penctrate any market it desires. Palm held off the juggernaut
for longer than most, but the time for change ks rapidly
dmwing near. @

Windows
Mobile is now
nearly as good
as Palm’s

software
I

E-muail! techandyou@@businessweek. com
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% 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

Brand relationship loss costs (non-economic “brand
loyalty”)



Switch Campaign by Apple

[ 4 T Store Y iPod + iTunes T

.Mac Ti}uickTime\r 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 IZ everything just where you

HIPEh

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

whnir Dirtniras faldar: itaric 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 MoveZM

8Oe6e New Mac Owner =

v® Jd [@ 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 eggs, 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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