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The language and theory used to develop and describe a
business plan has evolved considerably over the pat 30
years. Much marketing wisdom is contained in the
terms, metaphors, and parables created to describe the
effects of disruptive technology. Although technology
keeps changing and evolving, the marketing physics fun-
damentals remain constant. In brief, this article provides
startups with explanations on:

How the world works
Viewing the world

Influencing and changing the world

It easy to forget these principals when in the trenches
trying to bring in sufficient revenue to make the next
payroll. But the consequences of being opportunistically
sales driven, lacking the self-discipline to say, “No,” and
not focusing on market niches having the most pain,
frequently results in long term disaster.
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Many startup strategies are based on disruptive technol-
ogy or processes and cite its use in their business plans
as providing a competitive advantage that will allow
them to succeed in the market. The following concepts
are frequently used in providing a marketing framework:
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Richard Foster in his 1985 book, “Innovation: Attacker’s
Advantage” describes the S-curve as showing the rela-
tionship between the effort used in improving a product
or service versus the results obtained for that invest-
ment.

A

N\

Process at
limit

Trials and errors
of research
and invention

Effort (funds)

He observes that there is an initial setup cost during
which little return is seen, represented by the bottom of
the S curve. Once all the key knowledge has been under-
stood, rapid growth occurs, as seen by the middle of the
S curve. Eventually the technology or process plateaus
and reaches a limit, forming the top of the S curve.
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The insight provided by Clayton Christensen, The Inno-
I ator’s Dilemma (1997), is that a disruptive product’s first
market is typically a non-consumer of the existing tech-
nology: It is usually a market segment not well served
due to an existing product being too costly or large. Of-
ten this means focusing on the most commoditized,
least-profitable portion of the market, and requires be-
ing sold through a different channel.
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How Innovation

Spreads

‘What is the process by which innovations are adopted?
The concepts contained in books by Everett Rogers and
Geoftrey Moore are often used by startup in their busi-
ness strategies for entering markets.

Diffusion of Innovations

Everett Rogers in his book, “Diffusion of Innovations”
observes that, “Getting a new idea adopted, even when
it has obvious advantages, is often very difficult. Many
innovations require a lengthy period, often of many
years, from the time they become available, to the time
they are widely adopted. Therefore, a common problem
for many individuals and organizations is how to speed
up the rate of diffusion of an innovation.

He cites five characteristics for technology acceptance:

I "#$%&"($)'$*%$+", the extent to which it of-
fers improvements over available tools

, -I$%& 08&#&%iks consistency with social prac-
tices and norms among its users

, ~[#"2&%1 , its ease of use or learning

3486150884, the opportunity to try an innova-
tion before committing to use it

506"4 '$0&#&%fihe extent to which the technol-
ogy’s gains are clear to see

Crossing the Chasm

Geoftrey Moore books “Crossing the Chasm,” and “In-
side the Tornado,” build upon
Everett Rogers diffusion of in-
novation model. He observes

2 that while the inventor can

. make technology work, the key
question is can it be transfered?

GEOFFREY A, MODRE

The following “Technology
Adoption Life Cycle” illustra-
tion shows that technology is

__ ‘ absorbed into any given com-

| u munity in stages corresponding
to the psychological and social
profiles of the various segments
within that market.

MARKETING AND SELLING HIGH-TECH
PRODUCTS TO MAINSTREAM CUSTOMERS

Main Street

C The

H Tornado

Innovators S Bowling Enfi of
M Alley Life
Early Early Late Laggards
Adopters Majority Majority

His key insight was the concept of the chasm. He ob-
served that the early majority is not influenced by early
adopters. Rather users in this market want all the com-
forts of an established market and desire a complete
product.

M . Segrlnent . ‘

Early Majority
Pragmatists

Early Adopters
Visionaries
The strategy to penetrate the early majority market is to

identify the many market segments it contains. The

bowling ball market strategy is to provide an solution for
an initial segment.

Bowling Alley Market Development

Whole Segment
Product

Customer
References

Application
1

Additional applications are brought to the market to
expand this segment, at the same time as the original
application is targeted at other market segments.



Innovation and
Entrepreneurship

Peter Drucker’s book, Innova-
tion & Entrepreneurship is one
of the most definitive works on
business innovation. He states,
“Innovation is the specific tool of
entrepreneurs, the means by

PETER F.

DRUCKER

T s ot e S—

Innovation
i which they exploit change as an
. opportunity for a different busi-
Entrepreneurship : R
ness or a different service. It is

capable of being presented as a
discipline, capable of being
learned, capable of being prac-
ticed. Entrepreneurs need to
search purposefully for the
sources of innovation, the changes and their symptoms
that indicate opportunities for successful innovation.
And they need to know and to apply the principles of
successful innovation.”

His innovation process is as follows:

RS0 H8 ("&)**(+ %6, -(*
Evaluate the life cycle of existing services and
products
Set up a systematic abandonment process
Compute the post abandonment revenue gap
Set up a separate organization with separate re-

porting line, measures, structure and sufficient
resources to bridge revenue gap

H9%"/08&, 0H& L&) **(+%,-(*&.(2"1#3

Look for changes that have already occurred but whose
full effects have yet to be felt.

I"#$% &#'(#)* #+ - An unexpected success, an
unexpected failure, or an unexpected outside
event.

I"#$, &)-&./ 0-01 - A discrepancy between real-
ity and common wisdom, or between what is and
what ought to be.

2/-) #11- A weak link is evident in a particular
process, but people work around it instead of do-
ing something about it.

, &+01*/ 3$4&+$54/6*$)"4& #1 - An innovative
product, service or business approach can be in-
serted when the underlying foundation of the in-
dustry or market shifts.

T#5-/  4("8)$)"'4&.#1 in the population’s size,
age structure, composition, employment, level of
education, or income

9"4& #1$8&$(#/) #(*8-&:$5--+$4&+$5#4&8&. -
Innovative opportunities can develop when a so-
ciety’s general assumptions, attitudes and beliefs
change.

. #<$=&-<>#+.# - Advances in scientific and
nonscientific knowledge can create new products
and new markets.

4*9%563-3&('&7#325,%*,&8%$$(",2*-,-#3

Analyze the opportunity to see if people will be inter-
ested in using the innovation:
Does it create new utility for customers?

Is the price related to the value to the customer,
as opposed to the cost to produce it?

Does it respond to unmet customer realities /
needs / problems?

Does it deliver attributes valued by the customer?
Can it be brought to the market quickly?

Is it simple and focused? Does it do one thing,
and satisfy one need?

Can you obtain a leadership position in the mar-
ket or niche quickly?

Not too far ahead of the market, or too clever?

Is it consistent with organization’s strengths, cus-
tomer focused, and not too diverse?

9:$5(-,&, 0#&B$$H(",2*-,-#3

Effective innovations start small. By appealing to a
small, limited market, a product or service requires little
money and few people to produce and sell it. As the
market grows, the company has time to fine-tune its
processes and stay ahead of the emerging competition.

Conduct small scale pilot tests

Commercialize in stages

Provide adequate resources

Evaluate & measure success



Marketing High
Technology

As a general partner of Mohr
‘ Davidow Ventures, William
1], Davidow wrote ! "#$%& ()*};*
| - %.,(/0/)12. He observes that the
H strategic principal of marketing
| is that “Marketing must invent
I ’ complete products and drive
them to commending positions
I . in defensible market segments.”
l A complete product includes its
l quality, service, support, docu-
‘ I mentation, training, and devel-
_ opment kits are just as impor-
tant as the “core product” of
hardware, software, and system.

He notes the need to achieve critical mass as having its
origins in the classic work by the Boston Consulting
Group in 1968 on Perspectives on Experience. They ob-
served that in a rapidly growing product area, if you
can’t segment the market into a sufficiently isolated
segment which can be dominated, you need to with-
drawal from the market. Typically most markets only
have two to three consistently profitable suppliers. Thus
a company needs to obtain at least 1/6th share of a niche
to survive, and when 1/3rd has been achieved, it cannot
normally be dislodged.

Simplistically, a market segment is defined as a group of
customers sharing common desires, needs, and buying
patterns. Realistically, it is challenging to identify the
dominant characteristics in a customer population, seg-
ments are not neat and tidy.

A startup by focusing on a specific market segment is
able to have leaner, tighter product family. Its sales force
can operate with greater efficiency than the sales force

of a broad-line competitor. Vertical marketing and pro-
motions are more cost-effective and productive than
horizontal efforts.*2,'3*'3*&,%*4#/33'()*&,Y3%:6*7/80'()*
919%1*3.%("#'/*3:;3%<:%(&01*=%3.#", 98611 14%? @

2 He is also the co-author of* /&"0*4:3&/5%#B%ind -,%'C'#&:"04/#DHE&/(.
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The Law of Acceleration — Successful programs
*0'%,*"(1¥2"-$*3#45&*6T% are not built on fads, they’re built on trends.
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The Law of Perception — Marketing is not a bat-
tle of products, it’s a battle of perceptions
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The Law of Perspective — Marketing e! orts take
place over an extended period of time.
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The Law of the Category — If you can’t be ! rstin

a category, set up a new category you canbe ! rst

in.
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The Law of the Mind — It’s better to be ! rstin
the mind than to be ! rst in the marketplace.
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The Law of Exclusivity — Two companies cannot
own the same word in the prospect’s mind.
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