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Key Issues in High Tech Marketing
By: Robert Hyde, President

3rd Perspective

Introduction

There are a variety of emergent issues in high tech marketing. While many of these issues can be found to some extent in “low-tech” markets, the combination of these issues creates some generalized themes that need to be explored in order for organizations within high tech industries to be successful.  By understanding these issues, marketing managers can explore how they relate to their particular organization and its marketing mix.
Defining High Tech

What do we consider a high-tech product? The technology that goes into making an automobile is some of the most advanced in the world, but we don’t normally think of these types of products as “high-tech”. So the input of technology is not really the way in which we can define a “high-tech” product, but rather the perception that consumers or business have of those products. This perception is guided by several concepts:
1. The product is not yet an easily accepted or well understood solution for a particular problem

2. There is uncertainty in how that product will perform or solve the problem.

3. Resources needed to develop that product are highly skilled specialists

4. The company producing these products has a technological orientation.
Key Issues in Marketing High Tech Products

The issues involved in the marketing of high tech products can be divided in two main groups, internal issues related to the company producing that product and external issues related to the market for that product:

	Internal Issues
	External Issues

	Technology Seduction

Feature ( Value Equation

Technology Lifecycle


	Credibility in the Market

Standards

Infrastructure to commercialize products




Internal Issues

Technology Seduction
This is the tendency for high-tech organizations to believe that there are more applications for the product than is really the case and their concurrent desire to seek continued improvements in a technology’s performance.
 This results in a mis-alignment between establishment of realistic marketing opportunities with technological capabilities. Successful high tech companies are able to distinguish between the ‘cool factor’ and product innovations that actually solve the problems of the market.
Feature-Value Fallacy

There is a misconception in the minds of many technology firms that the number of features in a high tech product is directly related to the value of that product. This then implies that the organization can improve the value (and price) of their product based on the number of features in that product. In many cases, adding features can actually reduce the value of the product.
 Further connected to this issue is the modular format of many high tech products. Software, for example can be broken down into feature sets that can then be re-packaged for sale. In many cases the decision around how to structure these components can actually change the value of the overall software package.
Technology Lifecycle

Different from the market adoption lifecycle, The technology ‘S’ curve is the relationship between the improvement in the performance of a high tech product and the effort and resources required to produce those improvements. The ‘S’ curve is divided into three stages. In the first stage, the resources needed to produce improvements is scarce, and therefore costly. In the middle stage, the cost of resources decreases as more resources become available and economies of scale are realized. In the final stage, however, as the technology matures, small increases in performance require a high level of effort, even though the unit cost of resources is low.

The Technology Lifecycle
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The selection of the platform upon which a company decides to produce its high tech product can actually impact the rate of innovation and pricing decisions based upon its stage in the underlying technology platform.
External Issues

Credibility

One of the most critical issues in high tech marketing is establishing credibility. If the product is perceived as high tech then the market has not yet accepted it as a solution and/or the performance of that product is uncertain. When the performance of a product is uncertain, pricing and selling that product becomes a difficult challenge. Successful High Tech firms must find ways of establishing credibility in the market.
Standards

In deciding how to develop or pursue a high tech product, marketing managers must consider which standards they wish to align themselves with or if they are looking to become a new standard for a particular solution. Standard are self-reinforcing and subject to “Network Effects”, where the more a particular standard is adopted, the greater the value of that standard becomes. The selection of the appropriate standard can also serve to change the perception of credibility.
Infrastructure

Another key challenge in high tech markets is the lack of infrastructure. Infrastructure can be divided into technological infrastructures and market infrastructure. Technological infrastructure includes the availability of input or production technology, and peripheral products that will enhance the performance and value of the product. For example, the existence of printer products greatly enhances the value of word processing software.
Marketing infrastructure is also hard to find in high tech products. Market infrastructure includes parties that facilitate delivery of the product to the market. This can include dealers and resellers who are familiar with how to sell or support the product, but also peripheral influencers such as journalists, consultants or financial analysts. All of these different parties must be established and educated in order for a high tech product to become successful.
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� Intuit’s QuickBooks is great example of this. When QuickBooks was released, it had fewer features than any of its competitors, and yet it captured 80% of the small business market in two years.
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