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Foreword

Within an ever-changing society, marketing represents the
ongoing effort to keep the means of production—our products
and services—in touch with evolving social and personal condi-
tions. That “keeping in touch” has become our greatest chal-
lenge.

In an era when the pace of change was slower, the variety of
products and services fewer, the channels of communication
and distribution less pervasive, and the consumer less sophisti-
cated, marketing could enjoy prolonged periods of relative sta-
bility, reaping profits from “holding the customer constant” and
optimizing the other variables. That is no longer the case.

We live in an age of choice. We are continually bombarded
with purchasing alternatives in every aspect of our lives. This in
turn has led us to develop an increasingly sophisticated set of
defenses, so that any company seeking to establish a “brand
loyalty” in us is going to be hard-pressed to succeed. We
demand more and more from our purchases and our suppliers,
leading to increasingly fragmented markets served by products
that can be customized by design, programmability, service, or
variety.

There is a wonderful analogy to all this in the world of high
technology. Behind the astounding proliferation of electronic
systems, infiltrating our entertainment centers, our phones, our
cars, and our kitchens, lies a technology called application-specif-
ic integrated circuits, or ASICs. These are tiny microprocessors
that are producible in high volume up to the last layer, which is
then designed by the customers to add the final veneer of person-
ality needed for their specific product. ASICs embody many of
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viii CROSSING THE CHASM

the fundamental elements of modern marketing—radical cus-
tomizability overlaid onto a constant and reliable foundation,
dramatically shortened times to market, relatively small pro-
duction runs, and an intense focus on customer service. They
exemplify the remaking of our means of production to accom-
modate our changing social and personal needs.

As uplifting as all of this sounds in theory, in practice it rep-
resents a great challenge not only to our economic institutions
but to the human spirit itself. We may celebrate change and
growth, but that does not make either one the less demanding
or painful. Our emerging and evolving markets are demanding
continual adaptation and renewal, not only in times of difficulty
but on the heels of our greatest successes as well. Which of us
would not prefer a little more time to savor that success, to reap
a little longer what we cannot help but feel are our just
rewards? It is only natural to cling to the past when the past
represents so much of what we have strived to achieve.

This is key to Crossing the Chasm. The chasm represents the
gulf between two distinct marketplaces for technology prod-
ucts—the first, an early market dominated by early adopters
and insiders who are quick to appreciate the nature and benefits
of the new development, and the second a mainstream market
representing “the rest of us,” people who want the benefits of
new technology but who do not want to “experience” it in all its
gory details. The transition between these two markets is any-
thing but smooth.

Indeed, what Geoff Moore has brought into focus is that, at
the time when one has just achieved great initial success in
launching a new technology product, creating what he calls
early market wins, one must undertake an immense effort and
radical transformation to make the transition into serving the
mainstream market. This transition involves sloughing off
familiar entrepreneurial marketing habits and taking up new
ones that at first feel strangely counterintuitive. It is a demand-
ing time at best, and I will leave the diagnosis of its ailments
and the prescription of its remedies to the insightful chapters
that follow.

If we step back from this chasm problem, we can see it as an
instance of the larger problem of how the marketplace can cope
with change in general. For both the customer and the vendor,
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continually changing products and services challenge their
institution’s ability to absorb and make use of the new ele-
ments. What can marketing do to buffer these shocks?

Fundamentally, marketing must refocus away from selling
product and toward creating relationship. Relationship buffers the
shock of change. To be sure, the specific product or service pro-
vided remains the fundamental basis for economic exchange,
but it must not be treated as the main event. There is simply too
much change in this domain for anyone to tolerate over the
long haul. Instead, we must direct our attention toward creating
and maintaining an ongoing customer relationship, so that as
things change and stir in our immediate field of activity, we can
look up over the smoke and dust and see an abiding partner,
willing to cooperate and adjust with us as we take on our day-
to-day challenges. Marketing’s first deliverable is that partner-
ship.

This is what we mean when we talk about “owning a mar-
ket.” Customers do not like to be “owned,” if that implies lack
of choice or freedom. The open systems movement in high tech
is a clear example of that. But they do like to be “owned” if
what that means is a vendor taking ongoing responsibility for
the success of their joint ventures. Ownership in this sense
means abiding commitment and a strong sense of mutuality in
the development of the marketplacee When customers
encounter this kind of ownership, they tend to become fanati-
cally loyal to their supplier, which in tumn builds a stable eco-
nomic base for profitability and growth.

How can marketing foster such relationships? That question
has driven the development of Regis McKenna Inc. since its
inception. We began in the 1970s in our work with Intel and
Apple where we tried to set a new tone around the adoption of
technology products, to capture the imagination of a market-
place whose attentions were directed elsewhere. Working with
Intel, Apple, Genentech and many other new technology com-
panies, it became clear that traditional marketing approaches
would not work. Business schools in America were educating
their students to the ways of consumer marketing, and these
graduates assumed that marketing was generic. Advertising
and brand awareness became synonymous with marketing.

In the 1980s intense competition, even within small niches,
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created a new environment. With everyone competing for the
customer’s attention, the customer became king and demanded
more substance than image. Advertising, as a medium of com-
munication, could not sustain the kind of relationship that was
needed for ongoing success. Two reasons in particular stood
out. First, as Vance Packard, in The Hidden Persuaders, and oth-
ers educated the American populace to the manipulativeness of
advertising, its credibility as a means of communication deteri-
orated. This was an extremely serious loss when it came to
high-tech purchase decisions, because of what IBM used to call
the “FUD factor”—the fear, uncertainty, and doubt that can
plague decision makers when confronted with such an unfamil-
iar set of products and services. Just when they most want to
trust in the communication process, they are confronted with an
ad that they believe may be leading them astray.

The second problem with advertising is that it is a one-way.
mechanism of communication. As the emphasis shifts more and
more from selling product to creating relationship, the demand
for a two-way means of communication increases. Companies
do not get it right the first time. To pick two current market-
leading examples, the first Macintosh and the first release of
Windows simply were not right—both needed major overhauls
before they could become the runaway successes they represent
today. This was only possible by Apple and Microsoft keeping
in close touch with their customers and the other participants
that make up the PC marketplace.

The standard we tried to set at RMI was one of education not
promotion, the goal being to communicate rather than to
manipulate, the mechanism being dialogue, not monologue.
The fundamental requirement for the ongoing, interoperability
needed to sustain high tech is accurate and honest exchange of
information. Your partners need it, your distribution channel
needs it and must support it, and your customers demand it.
People in the 1990s simply will not put up with noncredible
channels of communication. They will take their business else-
where.

At RMI we call the building of market relationships market
relations. The fundamental basis of market relations is to build
and manage relationships with all the members that make up a
high-tech marketplace, not just the most visible ones. In particu-
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lar, it means setting up formal and informal communications
not only with customers, press, and analysts but also with hard-
ware and software partners, distributors, dealers, VARs, sys-
tems integrators, user groups, vertically oriented industry
organizations, universities, standards bodies, and international
partners. It means improving not only your external communi-
cations but also your internal exchange of information among
the sales force, the product managers, strategic planners, cus-
tomer service and support, engineering, manufacturing, and
finance.

To facilitate such relationships implies a whole new kind of
expertise from a consulting organization. In addition to main-
taining its communications disciplines, it must also provide
experienced counsel and leadership in making fundamental
marketing decisions. Market entry, market segmentation, com-
petitive analysis, positioning, distribution, pricing—all these are
issues with which a successful marketing effort must come to
grips. And so we again remade ourselves, adding to market
relations a second practice—high-tech marketing consulting.

Today, our practices of marketing consulting and market rela-
tions together are tackling the fundamental challenge of the
1990s—helping multiple players in the marketplace build what
we call “whole product” solutions to market needs. Whole
products represent completely configured solutions. Today,
unlike the early 1980s, no single vendor, not even an IBM, can
unilaterally provide the whole products needed. A new level of
cooperation and communication must be defined and imple-
mented so that companies—not just products—can “interoper-
ate” to create these solutions.

Crossing the Chasm reflects much of this emphasis. Moore is a
senior member of the RMI staff and has become an integral con-
tributor to the development of our practice. An ex-professor
and teacher by trade, he does not shrink from taking the stage
to evangelize a new agenda. Part of that agenda is to make orig-
inal contributions to the marketing discipline, and as you will
see in the coming chapters, Geoff has done just that. At the
same time, as he himself is quick to acknowledge, his colleagues
and his clients have made immense contributions as well, and
he is to be commended for his efforts in integrating these com-
ponents into this work.
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Finally, I would just like to say that this work is going to
make you think. And the best way to prepare yourself for the
fast-paced, ever-changing competitive world of marketing is to
prepare yourself to think. This book adds the dimension of cre-
ative thinking as a prelude to action. It will change the way you
think about marketing. It will change the way you think about
market relationships.

Regis McKenna
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DISCOVERING THE
CHASM







Introduction

If Bill Gates Can Be a
Billionaire

There is a line from a song in the musical A Chorus Line: “If Troy
Donahue can be a movie star, then I can be a movie star.” Every
year one imagines hearing a version of this line reprised in
high-tech start-ups across the country: “If Bill Gates can be a
billionaire . . .” For indeed, the great thing about high tech is
that, despite numerous disappointments, it still holds out the
siren’s lure of a legitimate get-rich-quick opportunity.

But let us set our sights a little more modestly. Let us say, “If
two guys, each named Mike Brown (one from Portland,
Oregon, and the other from Lenexa, Kansas), can in 10 years
found two companies no one has ever heard of (Central Point
Software and Innovative Software), and bring to market two
software products that have hardly become household names
(PC Tools Deluxe and Smartware) and still be able to cash out in
seven figures, then, by God, we should be able to too.”

This is the great lure. And yet, as even the Bible has warned
us, while many are called, few are chosen. Every year millions
of dollars—not to mention countless work hours of our nation’s
best technical talent—are lost in failed attempts to join this
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kingdom of the elect. And oh what wailing then, what gnashing
of teeth!

“Why me?” cries out the unsuccessful entrepreneur. Or
rather, “Why not me?” “Why not us?” chorus his equally unsuc-
cessful investors. “Look at our product. Is it not as good—nay,
better—than the product that beat us out? How can you say
that Oracle is better than Ingres, Lotus 1-2-3 is better than
SuperCalc Five, Macintosh is better than Amiga, or the Intel
80386 is better than the National 32032?” How, indeed? For in
fact, feature for feature, the less successful product is often
arguably superior.

Not content to slink off the stage without some revenge, this
sullen and resentful crew casts about among themselves to find
a scapegoat, and whom do they light upon? With unfailing
consistency and unerring accuracy, all fingers point to—the vice-
president of marketing. It is marketing’s fault! Oracle outmarketed
Ingres, Lotus outmarketed Computer Associates, Apple out-
marketed Commodore, Intel outmarketed National. Now we
too have been outmarketed. Firing is too good for this monster.
Hang him!

While this sort of thing takes its toll on the marketing profes-
sion, there is more at stake in these failures than a bumpy exec-
utive career path. When a high-tech venture fails, everyone goes
down with the ship—not only the investors but also the engi-
neers, the manufacturers, the president, and the receptionist. All
those extra hours worked in hopes of cashing in on an equity
option—all gone.

Worse still, because there is no clear reason why one venture
succeeds and the next one fails, the sources of capital to fund
new products and companies become increasingly wary of
investing. Interest rates go up, and the willingness to entertain
venture risks goes down. Wall Street has long been at wit’s end
when it comes to high-tech stocks. Despite the efforts of some of
its best analysts, these stocks are traditionally undervalued, and
exceedingly volatile. It is not uncommon for a high-tech compa-
ny to announce even a modest shortfall in its quarterly projec-
tions and incur a 20 to 30 percent devaluation in stock price on
the following day of trading.

There is an even more serious ramification. High-tech inven-
tiveness and marketing expertise are two cornerstones of the



