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BY STEPHEN H. WILDSTROM

~ ol TheiMacG5: Elegant—
Buta Lost Opportunity

& You

No question about it, Apple Computer’s new iMac G5 is beautiful. The
minimalist design, whose echoes of the iPod are entirely intentional, would
grace any desk. Although I have some quibbles with the details, the iMac
offers outstandm% performance at a fair price. Still, lovely as the iMaci is, I

think Apple may

“This is the third generation of iMacs,
and the only family esemblane s 1n nall
in-one design radically dif
anything else on the mmm. The previous
iMacs put their guts in a hemispherical
base and used a clever arm that let you
position the 15- or 17-inch displays just
about anywhere you wanted. The new
versions mount all the electronics behind
the wide-sereen 17- or 20-in. display that s

e blowing an opportunity to expand its market.

But Apple prices all of the iMacs with a bare
minimum of 256 megabytes of memory,
‘which will hobble performance, Bringing
thatto 512 MB adds §75; moving to
gigabyte, which you'll want for Garage
Band or any serious photo or video editing,
adds $225, Throw in the wireless options,
and the base iMacis up to a hefiy $1,702,
while the 20-in. version goes well over
$2,000. By contrast, you can get a Dell

only about two inches thick, and the entire Dimension 4600 with a 32 GHz Pentium 4,
unit stands on a curved aluminum foot. = a gigabyte of memory, and a 17-in. flat pancl

Apple cools the system with large, slow-
turning fans, so it's whisper-quiet. If you

display for $1,164. Elegance is expensive.
Considering the excellence of the

add the optional wireless networking card Software, Apple deserves a larger
(%79) and Bluetooth module and wireless mouse and A 3 le share of the market than the low
keyboard package ($99),the only wire running into your pp single digits it has been able to
iMac will be the power cord. Mac 05 X is the best personal- could shake  eamer and consumers deserve
computer operating system today by a fair margin, and the more access to Apple products.
iMac comes peloaded with Apple'svery good suiteofitife  LNANES UP DY The average seling price oa
programs, including iPhoto and iTunes for picture and music 11i desktop PCis below $750,and |
managemen, respectively, and the Garage Band music TOHING OUL A  fewgo for more than $1,000,
composition and recording system. But Apple’s only sub-$1,000
$700Mac B e s
i bulbous all-in-ones with 17-in.
what's wrong with this picture? For one lhmg some. R dispk:
functionality seems to have been lostin the interest of With any real improvement in Windows at least two years
aesthetics. The previous generation of iMacs allowed almost away, I think Apple could shake the industry by offering, for
unlimited adjustment o both horzontal and vertel screen $700 orless, a PC-like Mac box for which consumers would. |
angle and ofheight, provide their own displays. The company wouldn’t have to
i et but only up to-30 degrees. Horizontal scrimp on features or qualitys the unit would lc
movement g v\hl:h f the iMac G5, but it would still be a Mac.
has a slippery plasti the b i Given Apple’ ith beautifl but :xpcnslv:

‘There is no height adj i i Il ever

ergonomics Theiac hisa ul omplmenc ofpom, mdudmg ok s s And haPs S Shasne B o npbls e
ree USE a

e b e b e

the back. This keeps the front and sides perfcety clean, but it

|/ means b 1 et pog sning i, forscolecten oo s e
Pnu: is another concern. the 17-in. with goto Technology & You at
o -

E-mail: techandyou@businessweek.con

al

18| BusinessWeek | October 11. 2004

=  Why important?
«  Quite often, key determinant of success/failure

«  More direct, instant and powerful impact, relative to
other marketing variables

- Dynamic strategy: (1) must adapt throughout the life
cycle and (2) easy to adjust or modify

- At later stage, a sole alternative for competition

= Basic ideas
«  Price positions a product in the market.
- Lower prices increase market penetration.
- Price declines throughout a market evolution.
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iPHONE DEFLATION
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< & The Technology Paradox_____

Businesses can thrive at the very moment
when their prices are falling the fastest.

W FOHE THRE 71RRt 0| Wt

1984 (990

7HY %, £97E 1

1992 1996 2000 200I

* AR HeEls

2014-01-22



HDTV is starting to hit critical mass now that prices have dropped.

>

Aver

High-Def, Higher Sales

age price

$1,724
&M

$1,039~

\13 M

“Projected. Mote: Includes HD-ready sets. Source: iSuppli
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CONSUMER ELECTRONICS

> Multipurpose DVD
devices and MP3 players are
poised for banner years

> The entry of Dell, HP, and
Gateway willintensify the
competition

Ao LT g
Wal-art Stores
e e it
sumer-electeonies
world with a store-
busting $20.87 pro-
mation on DV play-
ers the dav
Thanksgiving. That's o third th o
the inadustey average, and o mere 3% of
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X # 1e Technology Paradox

= Solutions to the Tech Paradox
Squeeze out cost inefficiencies.
Avoid commodity markets.

Have agility and speed in getting products
to market.

Find new uses for products.

Develop long-term relationships with
customers.

U Sizzxo 331 H3u

= Costs (or Company)

Cost advantage — based on economies of
scale or based on technology

Cost-plus or Target-profit pricing

= Competition
Benchmark pricing — based on the relative
position in the market

= Customers
Economic value to the customer (EVQ)
Value-based pricing
Customer benefits and costs
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.!l Economic Value Analysis
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= Price leadership as basis of competition
Particularly effective in a mature market
Risks: Price leadership may not be sustainable.
Price leadership = Cost leadership (sources?)
= Rapid price reduction for expansion
Growth strategy
Penetration pricing, Free goodies

Experience-Curve Pricing

Objective: keep others out of market or force
to exit

“"Predatory pricing” or “Preemptive pricing”

Promotional Discounting
Objective: accelerate purchases
Competitive upgrade promotion
Package discount

Pigure 88 The cost curve s the sam
stages ofa products life cyele In the normial and

ic. but the pricing steps oceur at differ
experience-curve pricing models.

rent.
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= Adaptive Pricing

- "No price strategy” in a sense
. Tradeoff between share vs. margin

= Price-Tier Strategy
- Price segmentation

= Skim Pricing
- Focus on high-end premium market

. Maintain highest price (thus margin) possible

- Developing low-end market with new products
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[(Price War)

For Every Xbox,
A Big FatLoss

DESPITE ALL THE HYPE surrounding the new Xbox 360 video
game console, Microsoft won't make money on the machine
itself. A tear-down analysis by market researcher iSuppli of the
i 360, which contains a hard drive, found that
0 before assembly. CI
alane aceount for 72% of that. The eonsole sells at rewail for
$399, fora lossof 71 per unit. Other items in the box, such as
the power supply, cables, and conollers, add $55 more two
Microsofe's cost, pushing ius loss per uriit o $126.

“Thar's slightly higher than what Microsoft swallowed on
the first Xbox console. ISuppli analyst Chris Crote
efficiency gains eventually should shave §50 off chip
which, with other reductions over time, could get Micros
closer 1o breakeven. A spokeswoman savs Microsoft expects
that including sales of its own game software, the Xbox line
should stare out *gross margin newral” —breakeven—and
turn a profic in 2007, Will this elassic razor-and-blade strategy
work? [t hasn't so far: [n the year ended on June 30,
Microsoft's home entercainment division lost million

on sales of $3.3 billion. —Arik Hesseldahf

Diecember 5, 2006 | BusinessWeek | 13

(CLOCEWISE, FEOM UFFER RIGHT) FHOTOGEARI BY CHRIS PIZZELLO/ EEUTELS;
CHART BY ERIC HOFFAANN/BW; THOTOGRATH BY VICTOR R. CAIVAN O/A T/WIDE

WORLD: GOOGLE AD EFFECTS BY DAVID RUDES/BW
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= 1CHA|: Stop the war before it starts.
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4TH7|: Fight out to Death or Retreat
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.! l HXY (Versioning)

- o BKHQITp

#2510 & £E3| ™EX|(information goods)

- Versioning is a way to make friction thereby avoiding

perfect competition for a commodity product.

. JtEAESIE £ 403 0)

- ZFK|Z7|Ht ZtA™ A Link price to value

« Ap7| 4 El(self-selection): 0| *FEHS F=0{2}

- Let customers reveal the value they put on
information

v Timing or delay

v Convenience

v Comprehensiveness

v Manipulation / Flexibility of use
v Community

v Annoyance

v Speed

v Functions / Capabilities
v User Interface

v Image Resolution

v Support

2014-01-22
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Degraded Versions

Back to image sesrch results

photodisc Brevious | Hext

Contact Us

| File size /resolution Price f

1ME - 72 dpi - 6"x10" - RGE %2400 USD  Add to order

10MB - 300 dpi - 5"x7" - RGB $79.99USD  Addto order

| 28MB - 300 dpi - 9"x12" - RGB $140.00USD  Add to order

Sign in now to view pricing relevant to your country.

=@

Add to Lighthas Searchfor similar images |
Lownload comp

To search for similar images, choose from the following related
EOn1is9 Subject, Concept and Style keywards, To search an rultiple keywords,
Photodisc Blue select the appropriate checkboxes. To search an a single keyward,
(Roy sty frea) cliek tha keyword itzelf,

More Issues on Versioning

= HX'd2 HFetelH=fo|ct

- HHZrO| X}7|FHA)
- Price-quality combination
) ) ) f Goldilock
. Online vs. Offline versions
Three Bears

= RIe R & AR
. Analyze your market
. Analyze your product
Network effects
. Goldilocks: Make three versions !

2014-01-22
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Microsoft Word
Microsoft Exce!
Microsoft Qutiooks
Microsoft PowerPoint
MicrosoftAccess
Microsoft Publisher

Microsoft Small
BusinessTools

Microsoft Internet
Explorer5

Shared clip arts

= o

UL
Bundling increases revenue !
ZA: Customer value dispersion

HSZo| LHE O|R?
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Word Excel
] 128t 108t
2e7 108t 128t
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=3 Price Product
S e
Unbundling
Pure Bundling (XY) (X+Y)
Mixed Bundling (X,Y) (X+Y)
X X
Y Y
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