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IS Branding Relevant in High-Tech

= Misconceptions about branding

The buyers and the buying process are more
“rational” in the high-tech realm. And,
therefore, price-performance ratio is the key.

For high-tech, branding means advertising,
trade shows, and sales literature.

Short life cycles of high-tech products make
branding efforts more volatile and less
influential on profitability.
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Branding (as currently practiced) Is
Dead

Regis Mckenna, 03,2502

*

Billions are spent on useless strategy. P

!
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Regis McKenna is considered to be the rmarlieting gurt of Silicon racle applica

Valley, hawving worked with more than 300 startups, inciuding Apple and
Intel He ts chairman of The McKenna Group in Palo Alto, Galifornia,

Feaople are astonished when | tell them that Intel had better than an 80%
market share in microprocessars before it ran its first "Intel Inside” ad.
Consumer brand awareness came only after decades of R&D and
competitive in-fighting to create a standard and get design wins at IBM,

Dell, Campag, and others. To hear the branding experts talk, one would _
think that Intel didn't exist prior to their T ads. Branding is a marketing
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“Many of the people leading high-tech companies do
not truly understand what good brand management
involves and what it can do for their companies.

Most think of marketing as merely selling, and
branding as an advertising campaign or a slogan -
necessary evils that are costly, difficult to assess, and
antithetical to a business model built on delivering
the highest performance at the lowest price.”

- Ward, Light, and Goldstine (1999)



But in Reality...

= Branding matters a lot.

Performance may mean different things to
different buyers.

A brand is a “promise of value,” which must be
reflected in every aspect of the offering.

Branding pays off in the high-tech area.
- Techtel study shows strong influence on stock return.

Evidence on price premium, positive associations, and
sales growth (e.g., Intel Inside campaign)

Successful high-tech firms enjoy brand equity.



High-Technology Brands:
Misconceptions Versus Realities

MISCONCEPTIONS

REALITIES

Technology products are bought on the basis
of the price-performance ratio, period.

Price and performance are important, but other factors
may also be highly influential. Additionally, the people
involved in purchase decisions may weigh various
performance factors differently.

High switching costs associated with a large
installed base are the key to profitability.

True for a while, but customers don't like to feel
trapped, and competitors are dedicated to offering
seamless transitions, along with better performance
and functionality.

Brand management is used when product
differentiation is difficult or impossible.

By then it's too late. A brand’s promise of value is the
core element of differentiation, not an alternative to it.

Branding is something the marketing department
does, and as such, it means advertising, trade
shows, and sales literature. The results are hard

to measure,

The promise of value must be reflected in every aspect
of the complete product offering in tangible and
measurable ways. Even psychological rewards among
brand users, like trust, can be measured and related

to business performance.
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Global Brand Scorecard

2007 /2006 SRAND  BRAND CHANGE OF 2007 /2006 BRAND  BRAND CHANGE  OF
ZEF-\-'IItUDI"-JS HYI?HSEHS OWNERSHIE H‘mﬂﬁg :ﬂ-ﬁﬁ?ﬁls OWNERSHIP
1 1 COCA-COLA 65324 67000 -3%  US. 16 16 GILLETTE 20415 19579 4% UsS.
2 2 MICROSOFT 58,709 56926 3% u.s. 17 17 LOUIS VUITTON 20321 17606 15% France
3 3 IBM 57081 56,201 2% U.s. 18 18 CISCO 19,099 17,532 9% u.s.
4 4 GE 51,569 48807 5% us. 19 19 HONDA 17998 17,049 6%  Japan
5 6 NOKIA 33696 30131  12%  Finland 20 24 GOOGLE 17837 12376 44%  U.S.
6 7 TOYOTA 32,070 27941 15%  Japan Q]ZO SAMSUID 16,853 16,169 4% S, Korea
7 5 INTEL 30854 32319 4%  US 22 21 MERRILL LYNCH 14343 13001 10%  US.
8 9 MCDONALD'S 29398 27501 7% us. 23 28 HSBC 13563 11622  17%  PBritain
9 2 DISNEY 20210 27848 5%  US. 24 23 NESCAFE 12950 12507 4% Switzerland
10 10 MERCEDES-BENZ 23568 21,795 8% Germany 25 26 SONY 12,907 11,695  10%  Japan
11 1 CITl 23,443 21458 9% u.s. 26 22 PEPSI 12888 12690 2% u.s.
12 13 HEWLETT-PACKARD 22197 20458 9% U.S. 27 29 ORACLE 12,448 11,459 9% U.s.
13 15 BMW 21612 19,617 10%  Germany 28 32 UPS 12,013 10,712 12% U.s.
14 12 MARLBORO 21283 21350 0%  US. 29 31 NIKE 12,004 10897 10%  US.
15 14 AMERICANEXPRESS 20827 19641 6% U.Ss. 30 27 BUDWEISER 1,652 1,662 0% U.s.

Source: Business Week and Interbrand (2007. 8. 6)



When Does Brand Equity Change?

= Major new products
- Thinkpad on IBM, Newton on Apple, WinXP on MS

= Product problems
Newton on Apple, Pentium defect on Intel

= Change in top management
- Steve Jobs on Apple, Gerstner on IBM

= Competitor actions
Rise of Win95 and the fall of Apple B/E

= Legal actions
- Antitrust trial of MS

The brand needs to be managed and protected in a broad
sense.



How to Build a Powerful Brand

= Brand Leadership (D. Aaker)

Brand architecture: corporate brand — brand -
subbrands

- Brand identity/positioning
.- Brand-building programs
- Organizational structure and processes

= Integrated Marketing Communication
(Pettis)

. 3Cs of brand communication



How to Build a Powerful Brand

= Brand Pyramid: To build a strong high-tech brand,
managers need to answer the following questions.

What does “value” mean for the
typical loyal customer?

What psychological rewards or emotional benefits
do customers receive (“feel”) by using this brand?

What benefits to the customer or solutions result
from the brand’s features?

What are the tangible, verifiable, objective, measurable characteristics of
products, services, ingredients, or components that carry this brand name?




- The Six Myths of Branding

A brand is built aver 2 long time. A brand can be built at warp speed.

The Myth #1 The New Redlity

|| BRAND




- The Six Myths of Branding

A brand is preciscly crafted for 2
tightly defined target. A brand is expansive.

The New Reality




- The Six Myths of Branding

Advertising is the major
creator of the brand. Advertising is only onc arrow in the quiver,

The Myth #3 The New Reality




Brand 2 bigger idea.
The NewReality
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Brand the product.

The Myth #4




- The Six Myths of Branding

The brand needs 2 manager. The brand needs a shepherd.

The Myth #5




The Six Myths of Branding

The brand is 2 marketing concept. The brand is 2 financial concept.

The Myth +6 The New Reality




“Intel Inside": The Beginning of Ingredient Branding

Onceyouve gotachampion,
extend the line.
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CONSUMER ELECTRONICS

TEXAS INSTRUMENTS
INSIDE?

Its Intel-like strategy: Get consumers to
seek its chip technologyin flat-screen TVs

ACK IN 1982, TEXAS IN-
struments Ine. had one of
the hottest brands in tech-
dom. Its digital watches
and caleulators  were
everywhere, as were its
ads with TV ican Bill Cos-
by promoting its home computers. But

then a complicated and
relatively new market for
ros. Intel also gave hun-
dreds of millions of dollars
in marketing funds to PC
makers that used its chips.
Many depended heavily on
Intel, bocsting its infhu-

GETTHEPICTURE?  as slim and sexy—
DLP TWs nval LCD yet  they go for
: T, about ‘half' the
= price. In Septem-
ber, DLP scts ac-
counted for 28.1%, of the big-sereen mar-
ket in North America, neck and neck with
plasma and LoD, Sales should reach $750
million for T1 this year, says American
Technology Research analyst Erach De-
=l up 127%.

PLASMA POWER
WITH THE PEAK TV-buying scason ap-
proaching, T1 and its customers know
their growth is vulnerable. Digital-Tv
sales are expactad to rise 70%, this year. But
with prices falling rapidly, plasma sales
soared 58% from August to September,
compared to 28% for DLP sets, according
to NPD. 5o in addition to its TV advertis-
ing, T1 is also installing slick in-stare dis-
plays with retailers such as Best Buy, hop-
g to promote what they claim is the
superior picture quality. One factorin 1T°s
favor: DLP scts typically come in much
larger sizes than plasmas, making thema
maore popular choiee for sports nuts and
home-theater enthusiasts. The upsho
DLP should eontinue its strong growth
even if ever-cheaper fht-
panel  technologies  like
plasma grab more share, “1
think they have an opportu-
nity,” says American Tech-
nology Research analyst Er-
ach Desal.

Aharder task may be es-
tablishing T1's brand in cth-
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SAMSUNG TFT-LCD

View's next? |-

elieve what you see.
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SAMSUNG TFTLCL

The new name of SAMSUNG TFT-LCD
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al dmmunication Tools for High-Tech Products

= Media advertising

= Public Relations / Publicity

* Product Placement (PPL)

= Trade Shows, Seminars, and Training
= Catalogs, Literature, and Manuals

* Telemarketing (outbound/inbound)
= Personal Selling

* Direct Marketing

* The Internet

= Word-of-mouth marketing



It Doesn’t Take An Acrobat...

PDF Converter Professional 4 creates 100%

industry-standard PDF files at the speed

of light, Combine different documents
like Word, PowerPoint, PDF and Excel into one easy to navigate PDF

document so you can improve your business communications by email,

Unlock information trapped in PDF files! PDF Converter Professional 4
instantly and precisely converts PDF files into Microsoft® Word or Corel

WordPerfect” documents, forms and spreadsheets.

What's more, you can even edit directly within your PDF files. You can
add copy, delete, rearrange, even remove or change the position of charts
or graphics. You won't find this rich combination of business-oriented
functionality in any other PDF software product at better price.

So stop bending over backwards and spending too much money

To learn more visit www.nuance.com/BusinessPDF

...To Get Better PDF for Business™. 1odxy, intormation is key to the operation of any
organization and the PDF has become the de facto standard for sharing and distributing information
PDF Converter Professional 4 is the first PDF software application created from the ground up

for the business user. It delivers all the features that business professionals need in one casy 10 use

application without all of the extraneous graphic design features.

Business POF POF Converter  Adobe” Acrobat*®

Features Professional Standard 7
Prices $99 $299
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ScanSoh maging Solutions

PCConmection S S s EEE

Available at your favorite reseller: cow)



The Art of the Frame

* Framing
- Product definition (categorization)
Various cues to manipulate
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Docomo i-mode Aldl

Mobkile Internet Technology Infotainment Service

A redundant technclogy it consumers already have A service that is completely unrelated to PC-hased
Internet access via PC. Internet agcess.

A utilitarian technology for serious power users A delightful and casual service for people who want
looking to enhance their productivity. to be current, trendy, up-to-date.

A technically-sophisticated technology that is A simple service that is easy to use.

complicated to use.

Threatening to consumers who are not comfortable Non-threatening, because almost everyone is already
adopting new technologies. comfortable using a mobile phone.

Intimidating to anyone who does not understand Unintimidating because everyone understands what
what the Internet is. infotainment is.

A thoughtful purchase for customers with spegific An impulse purchase for customers with

needs. spontaneous needs.

Source: Case author.



i-mode Aldll{cont.)

« "I ZE|QIHME MH|A"BHE XS OB WoLS 0|7 & RO
o XA IS7| BEC= F(referential cues)E A|-& ol

= Handset Design

s Technology Protocols (HTML)

= Email System

s Keypad Typing (symbols)

= Always-on Connection

= Advertising
= No mention on technology
= Emotional than utilitarian

= Content

= Pricing




Preannouncement

= Preannouncing: a strategic communication

- Relatively fast, inexpensive, and more believable
than advertising.

- Key attributes: timing, specificity, communication
channel, target audience

. Timeliness and believability are crucial.

= Benefits
. Reduce uncertainty
- Affect market influencers (e.g, industry experts)
. Prevent switching to competing brands

. Enable channel members, buyers to plan, and build
support for a planned action internally and
externally
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It iS Not That Easy

= Examples
. Microsoft Xbox
. Palm in 2001

= Pitfalls of Preannouncement

. Can reveal intentions to competitors, thus cueing
competitors to initiate a retaliatory response

(e.g. accelerate the development of new products)
.- Cannibalizing the current product line
- Risks to the firm's reputation if misfired.
- Can be construed as unfair competitive actions



Product Placement (PPL}

Hw HOME | ORIGINALSERIES | MOVIES | SPORTS | DOCUMENTARIES | HBO FILMS | SCHEDULE | SHOP HBO | GETHBO

g [ X’\ N ”C l Al‘ Y - b Home » Community b News and Awards

s THE b Episode Guide Wire b Shop Sex And The City

Monday nights at 8PM ET | Full Schedule b Cast and Crew
b The Look

rapbook

an episode v

Music Credits

See a full listing of the
music played in this
episode,

Fashion Credits

See a listing of selected
outfits worn in this
episode,

n up for "The Dish",

the official Sex and the City Newsletter
g |email address \ [ submit

Photo Album: 1

Sex and the City:
Season Six Part 1

episode 76

y D¥D
"Great Sexpectations” Mo ilable in the
HBO Store

"Fuck me badly once, shame on you. Fuck me badly twice, shame on me." -
Samantha
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Momenta vs. Palm

= "The Momenta team tried to push its computer on
customers, while the Palm team let the product
spread almost by itself through the invisible
networks, allowing people to discover the product,
get excited about it, and tell their friends” — Rosen
(2000)

= Humble marketing: &2t OtH &
Under-promise and over-deliver!

AAZL CiTISH HZ1} 243 AR AEHO R
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“*Purchasing Decision
s Each individual buys a product when...




=& Sd2H9 &

< One morning in December 1998, CNN came to
Buck’s to film a story about the Palm. When a
reporter from CNN asked everyone who had a
Palm device to raise his or her hand (or Palm),
you could see the power of clustering. “There
were PalmPilots everywhere,” says Steve
Jurvetson, a venture capitalist who witnessed the

scene. (Rosen 2000, p.63)

< Even though a person adopts “early” in terms of
the overall market, he or she may be late in his
or her own network. (Rosen 2000, p.23)



MCI's calling circle:
Friends and family
program

Tupperware's party plan
Amway'’s network
marketing

BMG Music's referral
bonus
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BY CLIFF EDWARDS

Technology&You

A Poltergeist in My Plasma'TV

My $5,000 LG plasma TV is haunted. And I'm not talking about “ghost™
images you see on the screen even after the set is turned off. O.K., it
hasn’t yet started whispering “Get out,” but it’s malevolent nonetheless.
In the two months that I've been testing it, the unit has confounded my
every attempt to get it to work normally.

I had high hopes for Li’s ambitious 50-
inch plasma HITV. The first big-brand
television with a Tivo-like digital video
recorder built-in , it relies on a 160-
gigabyte hard drive and Gemstar-Tv
Guide software o record up to 14 hours of
high-definition or 62 hours of standard
resolution programming. With a mirror-
like black finish and beveled edges, the set
is a real head turner. A thoughefully
designed remote
c[]mi;nl— also in shiny THELG S0PY2DR
black—completes the
promise of good things w come.

For the first few weeks the Lo set delivered. First, [ plugged
my Comeast cable into the TV as well as an antenna to pluck
Iocal digital TV signals from out of the air. Setup is simple and
intuitive, taking about five minutes, though you have w wait
overnight for eight days of TV Gusde data wo download. After
that, at the touch of a button, the hard drive will stor
programming. I recorded episodes of The Simpsons, The
Amazing Race, and Famady Gy, The picture, of course, is as
good as the signal—in this case delivering excellent color
saturation and contrast with licde need for fine adjustment.

THE HAUNTING BEGAN nearly a month into my tests. At 1 am.,
the set suddenly and loudly fired up—a disconcerting thing
since it was set up in my bedroom. Worse, it refused w turn
off, responding neither to the remote nor the off switch on the
V. With no choice, T unplugged the set, then plugged it back
in. Nearly an hour later, though, the set burst into life again.
For three nights running, 1 struggled with the same
seenario—and lost each time. More frustrating vet, the TV
Guide data stopped downloading, rendering the core digital
video recording feature useless.

Acknowledging defeat, 1 called the tech gurus at L. After a
bit of hemming and hawing, they sent a flash memory card
Ioaded with software aimed at fixing the problem. Apparently,
early production models of the set suffered a sofiware
“memory leak.” That means tny errors in the programming
replicated in ways that made the TV act unpredictably. Using
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the picture-card viewer slot built into the
set, [ installed the software patch and
hoped for the best.

It was not to be, The TV Guide data—
which by then had not updated for a
couple of weeks—yet again failed w
download overnight. And after a lull of a
week, the set began trning itself on
again. An LG executive pointed out that
most buyers of this set would simply
installa CablecarD and use the built-in
recorder, rather than plug in a DirecTv-
TiVo and DIsH personal video recorder,

as 1 had done. But given that the
1 3
LGS $5,000

set has connections for additional
equipment, that should not have

set worked

for a month.

been a problem.
Then things

Asa last-ditch effort w get the
set working, I moved it out of the
bedroom. Then 1 had a Comeast
technician install a CableCARD w

" ot o] decode premium programming
o Ve
hnt Well d without the box. Voila! The TV
— Guide downloaded, and T could

again use the digital video

recording funchon. But like a bad dream, disaster stuek once
more Both high-definition mulumedia interfaces (HDMI)
that I had used w connect DirecTV and DISH Network
satellite boxes failed. When I plugged those same boxes into
the component connectors, evervthing looked lime green, and
no amount of picture adjusument changed that

Finally, L decided to replace the set. LG may either replace
or Tepair a set under warranty, on a case by case basis. Five
days into a review of the new set, evervthing works as
promised—complete with all the other devices I had
connected previously. No ghosts in the middle of the night.
Nogreen slime. Still, I'm not giving up my Tivo just yer. ll

PEWEREIRIIINTE Steve Wildstrom is on vacation. For a collection

of past columns and online-only reviews of technology products, go
to Technology & You at www businessweek comsgostechmavens

[TOP) PHOTOGRAPH BY ETHAN HILL

PC PATROL

DELL FINDS
ITSELFIN
BLOG HELL

PC INDUSTRY circles have been
buzzing for months about
slipping customer support at
Dell, a claim bolstered on Aug.
16 by a University of
Michigan study that showed a
hefty drop in customer
satisfaction from a
vear ago. So the last
thing Dell needed was
for someone to turn
the issue into a cause
célébre,

Enter Jeff Jarvis.

—

send it in. He did—and wrote
that it still wasn’t working
upon return. Jarvis launched
a series of attacks, including
an Aug. 17 open letter to CEO
Michael Dell: “The bottom
line is that a low-price cou-
pon may have gotten me to
buy a Dell, but your product
was a lemon, and vour cus-
tomer service was appalling.”
On Aug. 22, Jarvis finally got
a refund. A day later he
blogged that Dell’s
new policy of tracking
down unhappy
bloggers “is a start.”
Jarvis’ rants struck a
chord with other Dell
customers. Daily visits
to BuzzMachine have

Over the summer the  DELL A critic  doubled, to over
media critic and calls service 10,000, estimates
popular blogger ‘appalling”  research firm Intelli-
began writing on his | EE— 8 seek. Among the

personal blog, BuzzMachine,
about his lengthy quest to fix
a $1,600 computer, an ordeal
that, according to him,
included countless e-mails,
some unanswered, and

phone calls to Dell’s service
line. Jarvis wrote that he
bought a service package that
included in-home repairs, but
when the PC overheated and
malfunctioned, he was told to

responses: “Dude, get an
Apple.” Dell (page 90) is
adding more call centers and
improving training for phone
reps, says consumer chief
John Hamlin. As of Aug. 24,
Dell had not replied to Jarvis’
open letter but says it is “hap-
py to talk with him as a
customer.” That might yield a
happy ending—if he doesn’t
get put on hold. —Louise Lee
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» Ad can stimulate buzz.
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