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New Product Announcementsas Market Signals;

A content analysisin the DRAM chip industry

Abstract

New-product announcements (NPAS) have considerable effects on competitors in industrial
markets. Several studies have shown that the perceived threat caused by an NPA may trigger
severe competitive reactions. Yet it is still unclear how the perception of threat by competitorsis
related to the specific content of the announcement.

In this study we explore the actual content of NPAs observed in a particular market. We do this
through a multi-year content analysis of new-product announcements in the DRAM memory chip
industry. We analyze patterns in the occurrence of attributes and demonstrate how firm strategy
affects NPA content. Findings from this study provide important insights for managers about the
design of NPAs. It aso triggers further research on the use of NPAs in competitive industrial

markets.

1. Introduction

Announcing products ahead of market launch is common practice in many industries. Products as
diverse as automobiles, movies, software and detergents are usually announced before actual
market introduction. New-product announcements (NPAs) are used to inform and thereby
influence stakeholders in the market. Advantages of preannouncing include: build-up of customer
base [17], keeping potential customers from buying competitive products [1,6], securing

distribution channels [26], securing supplier support [21], and satisfying the information needs of



financia analysts [12]. There are many examples of how (early) announcement of a new product
can enhance a successful product introduction. Consider, for instance, the Microsoft XBox game
console. It was announced 18 months ahead of its market introduction in 2001. This early
announcement was intended to ensure software support for the new console. Game consoles sales
and profits are known to be highly reliant on the availability of popular games for a specific
system. The early announcement of the XBox caused widespread media attention to the new
product, specifically in comparison to the Playstation 2 game console of competitor Sony. Even
after Sony introduced the PS2 console at the end of 2000, many consumers hesitated to buy one
while waiting for the introduction of the XBox one year later. In the 18 months between
announcement and introduction Microsoft was able to secure various distribution channels for its
first game console product. Presales were organized on the Internet in cooperation with Amazon.
The build up of customer demand for the XBox before its launch resulted in sales of 1.5 million

consoles during the first six weeks after introduction in the US market.

Of course, there are also downsides to the use of NPAs. One of the main disadvantages of
preannouncing is that the NPA provides competitors early information about the new product.
Based on this information rivals can prepare competitive reactions. Also, potential customers
may adapt their buying plans. The possible negative effects of preannouncements in the form of
competitive reactions and disruption of customer demand can be illustrated with the example of
the announcement of the Palm m500 PDA. In March 2001, Handspring, Palm’s main competitor
in the Personal Digital Assistant (PDA) market, announced the Handspring Visor Edge. Palm, as
the market leader, feared for its innovative reputation and responded by preannouncing (ahead of
plan) the Palm m500 one week |ater, months before actual introduction. In the period between the

announcement of the m500 and its market introduction demand for the existing high-end model,



the Palm Vx, dropped dramatically. Consumers stopped buying the “old” Palm Vx in anticipation
of the new m500. Distributors were left with oversupplies of the old product. Prices of the Palm
Vx had to be cut. Thisin turn resulted in a price war with Handspring. The early announcement
of the m500 in combination with a genera slowing of demand in the PDA market had
catastrophic results. Both Palm and Handspring reported losses as a result of the price wars. Both
firms lost over 80% of their stock market value in the following six months. Palm’s (unit) market

share® shrank from 71% to 58% during 2001.

Purpose of this study

The potential positive and negative effects of NPAs imply that from a manageria point of view it
Isimportant to carefully decide on the use of NPAs and to assess how the content of new-product
announcements may influence perceptions of competitors and subsequent reactions in the market.
Correspondingly, the aim of the current study is to explore in-depth the use and content of actual
new-product announcements in a particular market, in this study the DRAM chip market. This
provides us with new information about the various ways of use of NPAs and content styles that
are used in practice. It also provides the basis for research regarding the effect of NPA content on

the perception of, and competitive reaction to, new-product announcements.

2. Literature

Within the field of marketing strategy research, competitive behavior, the aggregate of actions
and reactions of competitors, plays a central role [24]. The interdependence of competitors within

an industry implies that the outcome of an action initiated by one firm will be contingent on the

1 Source: NPD Intellect.



reaction of rival firms. Literature in the field of marketing has recognized that both actions and
announcements can influence competitive behavior [18]. Earlier research has identified market

signals [20,8] as instruments that influence competitive behavior.

We define a New-Product Announcement (NPA) as:

“aformal and deliberate communication by a firmregarding the

prospective mar ket-introduction of a new product by thisfirm’.

Thus NPAs represent market signals to competitors. But how do NPA attributes (such as
marketing mix information mentioned in the announcement) influence the evaluation of the NPA
by competitors? Since the inclusion of newsrooms with (archived) NPASs on corporate websites is
becoming standard practice, it is easier than ever for rival firms to collect and analyze each
other’s product announcements. As a consequence NPAs play a bigger role in competitive
interaction than before. Research shows that the competitive reactions to NPAs depends on the
evaluation of the announcement in terms of, among other things, credibility, commitment,
consistency, consequences, and threat [22,9,10]. Ultimately it is vita to know how such
perceptions are linked to the content of the announcement itself. Consider the following NPA

from Apple”:

“Apple today announced Shake 2.5, the industry-leading compositing and visual effects
softwar e which has been used in the production of over a hundred motion picturesincluding

the past five winners of the Academy Award for Best Visual Effects: Lord of the Rings: The

2 Source: Announcement on the Apple newsroom website, July 22, 2002
http://www.apple.com/pr/library/2002/jul /22shake.html
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Fellowship of the Ring, Gladiator, The Matrix, What Dreams May Come and Titanic. (...)
“Shake is deployed facility-wide as the primary compositing software at Weta Digital” said
Scott Houston, Weta Digital’s CTO and long-standing Shake customer. “We couldn’t have
done Lord of the Rings: The Fellowship of the Ring, without it.” (...) Shake 2.5 is scheduled
to be availablein August (...) for a suggested retail price of $4.950 with annual maintenance
of $1.199.”

Reading the above NPA, one wonders, what effects do attributes such as endorsement or
testimonials (“We couldn't do without it”) or the mentioning of a timeframe for launch
(“available in August”) have on the threat perception that a competitor experiences from this
announcement? Does inclusion of a timeframe for launch and a specific price (“retail price of
$4.950") increase credibility of the announcement? What effect does perceived credibility of the
announcement have on threat perception? These and other questions can only be answered after
we have a clear picture of the nature of NPA content with regard to marketing mix elements that
play arolein competitive interaction.

To put this in a research framework, we use the classica Brunswik Lens model [3], where the
observer uses objective cues to form a perception of the actual event behind those cues. Cues can
be related to the appearance of the announcement (aspects such as lay-out of the announcement,
letter type, inclusion of pictures) and the content of the announcement (for instance the inclusion
of specific information) In this case, the competitor uses the content of the NPA (the attributes
mentioned in the announcement) to form a perception of the threat that the event (the product
introduction as announced) represents. Figure 1 depicts the cognitive process leading to
competitive reaction where the lens model (left-hand side) is combined with a competitive

response model (right-hand side, cf. [25,22,14]).

- Figure 1 about here —



The model reads as follows. Initially, in phase I, the competitor is confronted with the
announcement. Next, in phase I1, the competitor reads the content of the NPA and a perception of
threat is formed in phase 111. Based on the content of the NPA a threat perception is formed on
the basis of the perceived consequences [9], perceived credibility [22], perceived commitment
and perceived consistency [7] of the NPA message. On the basis of the threat perception the
competitor decides about a possible competitive reaction in phase 1V. In the literature phases I,
11 and IV have received attention, addressing the relationship between perception of a new-
product introduction and the subsequent competitive reaction. Phase 11, the actual content of an
NPA is the focus of the present study. Relevant content attribute types that are expected in new-
product announcements are, along the lines of the marketing mix, product specifics [14], price

specifics [18], promotion specifics [5], distribution specifics [11,4] and market specifics [14].

In the current research we analyze which of these attributes actually appear in new-product

announcements and to what extent. The first research question is:

Question 1:  Which attributes relevant to competitive interaction are present in NPA messages

and with what frequency?

Next we want to know whether it is possible to distinguish patterns in the occurrence of attributes
In new-product announcements. Are firms distinct in their use of attributes in NPAs or can NPAs
be regarded as homogenous in terms of content within a specific industry? From a competitive

interaction perspective, is NPA content related to the strategic stance of the announcing firm?



This would provide further evidence of the strategic role of NPAs in competitive interaction [4].

The second research question is therefore:

Question 2:  Isthe frequency of attribute occurrence in NPAs company-specific and can

attribute occurrence in NPAs be related to the strategic stance of the firm?

The research questions will be answered by analyzing the content of announcements in a

particular industry, i.e. the DRAM chip industry, where NPAs occur on aregular basis.

3. Methodology

In order to provide a quantitative overview of NPA attribute occurrence, and to check whether
attribute-occurrence is announcer-specific, we choose content analysis as a methodological
means to our objectives. We base our analysis on the classic approach of Berelson [2], who
distinguishes four purposes for content analysis. description of content, inferring announcer
characteristics, inferring audience characteristics and finally determining message effect on the
audience. The first purpose is description of characteristics of message content. In our research
we analyze the occurrence of specific attributes that can be distinguished in the NPAs. To our
knowledge this is the first study to provide a systematic inventory of NPA content. The second
purpose is to make inferences about the producers of NPA messages. We will address this by
analyzing whether the strategic stance of an announcing firm can be linked to the occurrence of
specific attributes in its NPAs. Furthermore, the content analysis of announcements made by all

major firmsin one industry can show whether NPA content can be regarded as company specific



or as homogeneous within one industry. The third purpose of content anaysis is to make
inferences about audiences of the NPAs. By looking at the possible audiences of new-product
announcements and linking these to specific attributes found in the announcements we can make
inferences about the audiences of the NPAs. Because our research focuses on the public of
competitors, we specificaly focus on attributes that may have an impact on the evaluation of
NPAs from a competitive viewpoint. The final purpose of content analysis, as distinguished by
Berelson, is to determine the effect of content on the audience. Although we will not address this
issue in the present paper, the NPA attributes found in our research will be of use in further
research on the perception (based on announcement attributes) of new-product announcements by

specific publics, in our case, industry competitors.

Attributes

Based on the literature on competitive interaction during product announcement and product
introductions we selected five groups of attribute types that are of importance through the
competitive interaction decison-making process. These include attributes related to the
marketing mix [5]: product, price, promotion and distribution (see also Table 2). Product
attributes, inherent product characteristics as mentioned in the announcement, are relatively
specific to product category and industry. Price attributes include inherent price-related
characteristics of the new product such as the specific price and the competitiveness of the price
in relation to existing rival products. Promotion attributes include the announcement of
promotion campaigns related to the new product, use of a spokesperson in the announcement and
use of external endorsement. Distribution attributes include the mentioning of distributions

channels for the new product, but also attributes related to introduction timing [11,4,16]. As a



fifth group of NPA attributes we study market-related characteristics such as market growth and
competitive market position [14].

Next, using the classification of Kotler [13] we distinguish different strategic stance types of
announcing firms, based on their market strategies. The first type is the market leader, its position
characterized by the largest market share, frequent introduction of new products and steady
growth of sales. A market leader generally tries to expand the total market (since it will benefit
most, having the largest market share), and defend and expand its market share.

The second type is the market challenger. This firm is characterized by an aggressive stance,
trying to beat the market leader through competition on aspects such as price, product,
manufacturing costs, promotion and distribution. The third type is the follower. Its market share
Is relatively stable, it imitates the products of the market leader and is generally characterized by
low ROI. The fourth type is the market nicher. Firms in this category play a leading role in a

specific niche of the overall market.

Industry and data

In order to perform athorough analysis of new-product announcements a number of requirements
must be met. Firgt, it is important to analyze the origina announcements if we want to make
inferences about the producers of NPA message. New-product announcements will often appear
in the (trade) press, but at that stage other parties than the announcing firm may have edited the
announcement before publication. It is therefore preferable to use NPAs that originate directly
from the announcing firm. Secondly, in order to get an integral view it is important to analyze a
(preferably large) number of announcements over a certain period of time. To be able to compare
the NPAS, it is necessary to look at announcements of homogeneous products, preferably within

one branch of industry.
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We were able to fulfill these requirements by looking at NPAs in the worldwide DRAM memory
chip industry. Thisindustry is characterized by alimited number of players (the ten largest firms
have a combined world market share of 94%), frequent product introductions and consequently
also frequent product announcements (a total of 64 NPAs were collected over atwo-year period).
Another advantage of the DRAM chip industry is the early adoption of the Internet as an
information medium. All ten firms analyzed had corporate websites with “newsrooms’ where
NPAs are published and archived. Of the ten largest producers we tracked all NPAs made public
via their corporate websites during the years 1999-2000 (see Table 1). We chose to anayze this
period because it showed a relatively large number of product introductions and NPAs available
through the corporate websites. This period was characterized by ongoing consolidation in
suppliers, strong growth in demand for DRAM chips for PCs and mobile phones in 1999 and the

first half of 2000, followed by declining demand in the second half of 2000.

- Table 1 about here -

Typical characteristics of the DRAM industry are the worldwide scope of the market, the high
speed of innovation, the frequency of new-product introductions and the relatively high level of
competitive pressure. The DRAM industry is further characterized by high levels of fixed costs
for production technology. Competition is based on product characteristics such as power-use,
speed and performance. Product pricing plays a special role because new innovative chips can
command premium prices on the market, whereas existing chip designs quickly become standard
commodities as the production technology becomes more widely available over time. Typica are
the very high levels of investment in production technology (a new chip factory will normally

cost upwards of 1 billion euro to build). The high level of investment needed for production is

11



one of the main reasons for consolidation in the industry in recent years. Economies of scale can
cause brutal price wars specifically for the commodity DRAM chips that are produced by severa
competitors.

The DRAM market can be divided in three types of firms, based on their market position and
strategies. Samsung is the market leader, its position characterized by the largest market share,
frequent introduction of new products and steady growth of sales. Samsung is also known in the
industry for its innovative capacities in DRAM research and development (R&D). The second
and third largest companies (Micron and Hyundai) can be classified as “challengers’. High sales
growth, large market shares and frequent new product introductions characterize their market
positions. Both firms are also recognized in industry publications as possible threats to the
dominant position that Samsung has had in the industry for a number of years. Hyundai is strong
in high volume production. Micron on the other hand is known as the cost leader, known for its
ability to trim manufacturing costs to the minimum. The last seven companies in Table 1 can be
characterized as “followers’; firms with relatively stable market shares, less frequent product
introductions and although sometimes strong in certain niches not recognized as leading in the
general DRAM market. It is difficult to make a distinction between followers and nichers in the
DRAM market. Among the firms we might characterize as followers firms that play a “nicher”
role in some parts of the DRAM market (for instance offering DRAMSs specifically for mobile
phones), however all these firms also offered “commodity” DRAM chips. We therefore chose to

distinguish only three categories: “leader”, “challenger” and “follower” (cf. [19]).

12



4. Findings

4.1 Occurrence of NPA attributes

As adready mentioned, a total of 64 new-product announcements were observed from the
corporate websites in the two-year period 1999-2000. The length of the announcement averaged
460 words, ranging from 170 to 1054 words. To answer our first research question as to the
frequency of attributes mentioned in NPAS, all NPAs were coded for the occurrence of attributes

related to the marketing mix (see Table 2).

- Table 2 about here -

As can been seen from Table 2 the content analysis showed a large variation in the attributes
mentioned in the NPAs, ranging from 86% mentioning the time to market sampling to no
mentioning at all of specific promotion or distribution information (for instance promotion
campaign arrangement or specific distribution agreements).

Below we will discuss the attribute occurrences in more detail and provide some examples of

how NPAs are designed in this industry.

Product-related attributes

The NPAs in thisindustry were al clearly product oriented, with often-large parts of the message
devoted to product-specific information. It was found that “power” and “speed” of the chips, two
essential competitive product characteristics in this industry, were included prominently as
product advantage in 72% and 62% of the announcements respectively. This provides evidence

that new-product announcements, though generally not aimed at competitors [23], can contain

13



highly relevant competitive information. This also explains why firms often rely on NPAs when
collecting information about competitors [22].

Somewhat surprisingly “memory” as a product advantage was mentioned in only 33% of the
NPAs; it seems that memory capacity is a sine qua non and in genera is not specifically
mentioned except in the product name (“*XYZ-DRAM 128 Mb”). See the example of the
Samsung NPA extract in the box below. Other product attributes that occurred in the
announcements were compatibility (47%), performance (45%), size (31%) and standardsetting

(11%).

“Samsung is expected to strengthen its position as a major force in the market for next-generation,
high-speed memory chips, as the company goes into mass production of 3" generation Rambus
dynamic random access memory (RDRAM) chips. (...) The third-generation RDRAM s being mass-

produced by Samsung will be availablein 128 Mb, 144 Mb and 288 Mb memory capacities'. (...) At

the same time, Samsung’'s next-generation mass-production technology reduces the chip size* and

shortens the chip’sinternal signal processing time. Therefore, operation speed?® isimproved by over

30 percent and the DRAMSs are now capable of reaching speeds of 1,066-MHz, the fastest of any

memory chip currently available’. (...) Importantly, Intel’s Pentium 4 processor chip, sated for its

market debut at the end of November, is reportedly going to exclusively use RDRAMS in the near

future.”

- Source: Samsung announcement, November 14, 2000.

Announcements were found to contain references to such product specific attributes as: (1) memory

capacity, (2) chip size, (3) operation speed, (4) standardsetting ability and (5) compatibility.

14




Price-related attributes
Specific product prices were mentioned in 45% of the announcements. Price competitiveness
(“...product XYZ will be cheaper than existing solutions on the market”) was mentioned in 42%

of the NPAs. See, for instance, the Hyundai announcement extract below.

“The2Mx32 166MHz DDR DRAM isavailable in sample quantitiesand is priced at $21.00. In the
2Q thisyear, it will be available in volume quantities and priced at $15.50.”

- Source: Hyundai announcement, February 14, 2000.

Promotion related attributes

Specific promotion information was not given in any of the 64 product announcements. This
finding points to the typical business-to-business nature of the DRAM industry. DRAM chips are
mainly sold via contracts (in advance) to OEMs, with the remainder going to the spot market.
Although product and price specifics are included prominently, promotion arrangements are not
mentioned in new-product announcements.

Spokespersons (related to the firm) were used in 59% of the NPAs. When distinguishing the main
spokesperson per announcement it was found that spokespersons from the ranks of top-
management (vice-president or higher) were used in 31% of the NPAs. Salesmarketing
spokespersons appeared in 27% of the announcements, R& D spokespersons in only 2%. The rest
of the NPASs (42%) contained no specific spokesperson.

In the NPASs, external endorsement took the form of direct quotes by firm-external persons (e.g.

industry analysts, see e.g. the Mitsubishi announcement in the box below) or references of

15




statements about the new product as made by company outsiders. External endorsement occurred

in 23% of the announcements.

“...Mitsubishi has positioned itself as one of the firss DRAM manufacturers to announce the
availability of its complete line of PC133 SDRAMs in the 0.18-um process technology,” said Sherry
Garber, senior vice president and DRAM analyst at Semico Research.”

- Source: Mitsubishi announcement, June 29, 2000

Distribution related attributes

Specific mention of distribution channels or distribution strategies was not made in any of the 64
announcements. This again may be related to the business-to-business nature of the DRAM
industry. The time-to-market, the time between the publication of the NPA and the availability of
the new chip was mentioned prominently in most announcements. One specific element of the
introduction of DRAM chips is that there are actually two moments of “market introduction”.
First limited numbers of chips are made available for “sampling”. Customers can design and test
compatible hardware and software before the DRAM chips are used in mass production. Only
later (one or two months) are the DRAM chips available in volume quantities. The “sampling”
time-to-market was mentioned in 86% of the NPAs. The “mass market” time-to-market was

mentioned in 73% of the announcements (see the Toshiba announcement below).

“Samples ar e available now and volume production is dated for the fourth quarter of 2000”

- Source: Toshiba announcement, July 17, 2000.

16




Market-related attributes
Sometimes expected market growth or intended market position of the new product was
mentioned in the NPAs. In 23% of the announcements market growth was touched upon,

intended market position was mentioned in 17% of the NPAs.

“These developments are forecast to boost the world Rambus DRAM market by some 132%
annually from US$1.7 billion this year to around US$9.2 billion by 2002. Samsung Electronics now
holds 53% of the world RDRAM market. By launching the mass production of the third-generation
version, Samsung expects annual salesto reach US$900 million in 2000.”

- Source: Samsung announcement, November 14, 2000.

It can be concluded that product and pricing related attributes were mentioned most often in the
announcements. Promotion and distribution got very little attention, except for the element of
introduction timing, which was mentioned in most NPAs. These findings can be explained with
the business-to-business nature of the memory-chip market; specific promotion schemes are left
to the customers (the computer and electronics producers that sell end-products which include the
memory chips). It seems that the DRAM chip is regarded as a commodity product that would not
benefit from promotion campaigns by the chip-producers directly aimed at the end-user (as for
instance Intel did with the famous “Intel Inside” campaign).

Market forecasts are sometimes included in the announcements, in particular so by the market
leader Samsung. Next we will try to answer our second research question: whether the inclusion
of specific attributes in the announcement is related to the company announcing the new chip

and/or the strategy followed by the announcing company.
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4.2 Firm specific content of NPAs

Comparing the occurrence of specific NPA attributes per announcement and per firm, it is
possible to analyze whether NPA content in terms of the attributes as described before can be
regarded as company-specific. Our null-hypothesis is that NPAs do not differ with respect to the
sending firm of by type of firm. To analyze this issue statistically, each announcement was
represented by a vector consisting of 15 elements (the 17 attributes in table 2 minus the attribute
items “promotion” and “distribution” which were both O for all 64 NPAS). These 64 vectors form
the basis for a proximity matrix where the proximity (d) between two vectorsi and j based on t

€(1,15) attributes is defined as

15
d, = > (%, -x,)? withiandj (L64)
t=1

The proximity matrix (binary Euclidian distance) was calculated to analyze the difference in
occurrence of NPA attributes per announcement. An independent-samples t-test of variance was
conducted to explore whether the inclusion of NPA attributes differs significantly between firms
as compared to within firms. Two groups of proximities were distinguished (Group 1: proximities
between firms, Group 2: proximities within firms). Results in Table 3 show a statistically
significant difference in scores for proximities between firms (M = 2.51, SD = 0.49), and

proximitieswithin firms[M = 2.22; SD = 0.56; 1(251.67) = 7.51, p = .00].

- Table 3 about here —
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As can be seen from Table 3, the within variance of NPAs of most firms is smaller than the
overall variance between all NPAs, which indicates that the content of the NPAs is firm specific.
In particular Hitachi has a strong own content design of its NPAs, with closer inspection
revealing standard paragraphs containing similar information used in announcements of different
products.

We aso investigated the link between NPA content and the strategic stance of the sending
companies. Using the strategic stance typology of Kotler [13], Table 4 shows the occurrence of

NPA attributes per strategic stance.

- Table 4 about here -

An independent-samples t-test of variance was conducted to explore whether the inclusion of
NPA attributes is significantly related to the strategic orientation of the firm. Each time two
groups of proximities were distinguished (Group 1: proximities between announcements by firms
In the same strategic stance group; Group 2: proximities between announcements by firms within
the group and announcements by firms outside the group), using the same proximity measures as
described in the previous section. Results showed a significant difference in scores for
proximities of the market-leader versus challengers and followers (M = 2.68, SD = 0.40), and
proximities within the market-leader group [M = 2.52, SD = 0.35; t(636) = -3.2, p = 0.00]. Also
for the challengers a significant difference was found in scores for proximities to leaders and
followers (M = 2.46, SD = 0.42), versus proximities within the challenger group [M = 2,19, SD =
0.49; t(312.3) = -7.2, p = 0.00]. Finaly, for the follower group the scores for proximities to
leaders and challengers (M = 2.53, SD = 0.41), versus the proximities within the follower group

[M =237, SD = 0.45; t(1518) = -7.1, p = 0.00] showed a significant difference. Hence, it can be

19



concluded that NPA content is linked to the strategic stance of the announcing firm. This is an
important finding because it shows the relevance that new-product announcements can have for
competitive interaction in the marketplace. Below we discuss some of the typical differences one
may find between NPAs from leader, challengers and followers in this market. These are

summarized in Table 5.

- Table 5 about here-

With regard to product specific attributes we see that the market leader includes the attributes
“gpeed” and “power” in its announcements, though less often than the challengers. Furthermore,
“memory”, “size” and “standardsetting” are frequently appearing attributes in its NPAs. This has
face validity because the market leader in this industry defends its position by constant
innovation, producing smaller chips with more memory capacity, in the process of setting the
standards. Challengers mention “power” and “speed’, two essential competitive product
characteristics, more frequently than either the market leader or the followers. Challengers also
mention “performance” more often than firms in the other strategic stance types. To emphasize
their competitive advantages compared to the market leader, challengers communicate their
products in terms of high speed, power, performance, and also the price. Whereas the market
leader never mentions specific prices, the challengers and followers include price information in
over half of their announcements. Interestingly, the market leader mentions price competitiveness
(*...product will be cheaper than...”) significantly more than challengers or followers. Although
no specifics are mentioned, the market leader seems to indicate that price is a competitive

weapon it is prepared to use to defend its market share [15].
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With respect to distribution policies, sampling introduction timing information appeared less in
announcements made by the market leader in comparison with challengers and followers. All
strategic stance types mentioned mass-market introduction timing to comparable extent. It
appears that the timing of NPAs s relatively homogeneous within thisindustry [11].

Finally, information regarding market growth and intended market position of the new product
was not included in most NPAs. The market leader mentioned market related attributes
significantly more than either challengers or followers. In doing so the market leader typically

tries to direct the market and take the lead in market developments [4].

5. Discussion

Three major conclusions can be drawn from this study. First of all, it has been shown that the
methodology of content analysis is very well suited for the analysis of new-product
announcements. It is remarkable that up until now the content of product announcements has not
been systematically analyzed in the area of management studies, and in particular marketing. The
observed differences between the content of NPASs raise the question whether or not NPAs are set
up having the competitor as an audience group in mind. In a highly competitive industry such as
the DRAM chip market competitor intelligence can be expected to play an important role. Further
research using content analysis and additional methodologies can provide insights into the
announcing firms, the targeted audiences and the interaction between them facilitated by the new-
product announcement message.

Secondly, while we observe that the content of new-product announcements varies strongly

among firms, we also find that NPASs tend to be company-specific. That is, the announcements
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within one industry are not homogeneous, but their content varies across firms. This is an
important finding for several reasons. First, it provides abasis for marketing research that regards
NPAs as unique messages that can be analyzed in order to get insight into the behavior and
intentions of the announcing firm. Second, it can now be analyzed how NPAs affect competitive
interaction, since it was shown that NPAs form unique messages which, based on their content,
may change perceptions of rivals and thus provoke competitive reaction.

A third major conclusion from this study is that the strategic stance of announcing firms has an
effect on the type of content that can be found in their NPAs. This provides evidence that NPAs
from a strategy viewpoint play a role in competitive interaction. A link has thus been found
between the announcing firm and the NPA. The next step in research will be to find the link
between NPA and receiver. Looking at our model (see Figure 1) we have now focused on phase
[1, the next step will be to link phases Il and I11. This can be done by looking at the impact of
NPA content on the level of threat that a competitor, confronted with the announcement,

perceives.

This study is subject to a number of limitations. First, the new-product announcements used in
this study originate from only one industry. It can be expected that the quantity and occurrence of
attributes is to some extent industry-specific. Nevertheless it was our aim to perform exploratory
research on NPA attributes and as such we were able to gain a number of important insights.
Although the specific NPA attributes may differ from industry to industry, the underlying
patterns of company- and strategy-specificity have been shown to exist and can be expected to
occur in other industries as well. A second limitation concerns the sample size of NPAs. We
were able to collect 64 NPAs over atwo year time period. A larger sample size can be achieved

by including NPAs over a larger time-span. However this brings difficulties in its own right
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because of the current consolidation in the DRAM industry. On the other hand, it would be
difficult to find any other industry with relatively homogenous products where this amount of
NPAS per year can be found. A third limitation concerns the fact that we only analyzed NPAs
published directly by the announcing firm on the Internet. We specifically chose to only study
these announcements because they contain only those attributes that are consciously made public
by the announcing firm. Further research could focus on analyzing other types of NPAs such as

announcements made during trade shows and announcements as published in the trade press.
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Figure 1: Conceptual model of New-Product Announcement infor mation processing;
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Table 1: Ten largest DRAM producers (source: EBN)

Rank | Name Country | Sales Sales Market share | Number  of | Strategic
in 1999 ($ | 2000 ($ | (2000, sales) | DRAM NPAs Stance
2000 billions) | billions) (1999-2000)

1 Samsung S-Korea | 4.77 6.64 23,0% 11 Leader

2 Micron USA 3.33 5.96 20,6 % 13 Challenger
3 Hyundai S-Korea | 4.01 5.59 19,3 % 8 Challenger
4 NEC Japan 1.90 1.90 6,6 % 6 Follower
5 Toshiba Japan 1.08 1.60 55 % 5 Follower
6 Infineon Germany | 1.33 1.50 52 % 4 Follower
7 Hitachi Japan 0.47 1.30 45 % 6 Follower
8 Mitsubishi Japan 0.87 1.00 35 % 3 Follower
9 Mosel Vitelic Taiwan 0.72 0.88 3,0 % 4 Follower
10 Fujitsu Japan 0.54 0.67 23 % 4 Follower
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Table 2. Occurrence of attributes mentioned in NPASs

Attributes Percentage of NPAs in
which this attribute
appears

Product Power 72

Speed 62

Compatibility 47

Performance 45

Memory 33

Size 31

Standardsetting 11

Price Specific price 45

Price competitiveness 42

Promotion Promotion campaigns 0

Identified spokesperson | 59

in NPA

Endorsement in NPA 23

Distribution Distribution channels 0

Time to market 86

sampling

Time to mass market 73

Market Expected market growth | 23

Intended market 17

position
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Table 3;: Mean within and between NPA-proximities

Company Within-firm announcement mean
proximity (d mean)

1 Samsung 2.52 (n=55)

2 Micron 2.21 (n=178)

3 Hyundai 2.03 (n=28)

4 NEC 2.15 (n=15)

5 Toshiba 2.30 (n=10)

6 Infineon 2.27 (n=16)

7 Hitachi 1.47 (n=15)

8 Mitsubishi 2.16 (n=3)

9 Mosel Vitelic 2.47 (n=6)

10 Fuijitsu 1.85 (n=6)

Overall d mean
(firm-internal and
firm-external)

2.48 (n=2016)
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Table 4: NPA content attributes per strategy type

Attributes Percentage of Percentage of Percentage of
NPAs in which NPAs in which NPAs in which
attribute appears | attribute appears | attribute appears
for strategy type for strategy type for strategy type
Leader Challenger Follower
Product Power 73 86 63
Speed 64 81 50
Compatibility 27 48 53
Performance 36 76 28
Memory 45 29 31
Size 55 10 38
Standardsetting 18 14 6
Price Specific price 0 62 50
Price 64 57 25
competitiveness
Promotion Promotion 0 0 0
Spokesperson in | 45 100 38
NPA
Endorsement in 9 38 19
NPA
Distribution Distribution 0 0 0
Time to market 45 86 84
(sampling)
Time to market 55 62 56
(mass volume)
Market Market growth 82 10 13
Intended market | 55 14 6

position
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Table5: NPA content in relation to strategic stance of the announcing firm

Leader

Challenger

Follower

Emphasizes product
characteristics speed and power

Emphasizes power, speed and
performance as  important

while also pointing to capabilities
in terms of size and memory
capacities. Never  mentions
specific product prices but does
stress that prices will be
competitive.  Promotion  and
distribution receive little attention
in the NPAs. The market leader
stresses the capabilities of
market growth and its own strong
position in the growing market.

product characteristics. Price and
price competitiveness are
mentioned prominently.
Promotion and distribution are
given less attention, though not
disregarded.  Market  growth
prospects and market position
are hardly mentioned.

Emphasizes power, speed and
compatibility as  important
product characteristics. Price is
mentioned in half of the
announcements. Promotion,
distribution and market receive
relatively little attention.
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