
This month’s “Optical Entrepreneur” is 
the second column in a two-part series
about positioning a company to target 
a profitable market.

A s we read in last month's installment,
launching a successful product has

everything to do with being in the right
place at the right time. Why, then, in 
certain markets, can so many successful
competing products co-exist? The answer
is simple: Not all buyers are created equal,
and not all buy for the same reasons.

If we look at laser diodes, what are
customers’ key buying criteria? It
depends. OEM manufacturers of high-
capacity optical storage systems may
value lower wavelength and be willing to
pay a high price for highly reliable, highly
consistent laser diodes in the blue portion
of the spectrum. OEM manufacturers of
CD players, on the other hand, partici-
pate in a high-volume commodity mar-
ket where product cost is paramount.
What’s the right position? It depends on
which group of buyers you want to serve.

What’s important is that you can’t be
all things to all people. You need to target
a specific set of prospective customers. If
you intend to target different sets of cus-
tomers, it’s critical to learn the right place
for each group and then develop separate
and distinct alternatives for each one.
Take the case of handheld laser bar-code
scanning systems (see Fig. 1). Industrial
buyers need rugged, reliable, high perfor-
mance, highly flexible (i.e., low density
indicia at long distance to very high den-
sity indicia at short distance) systems and
are relatively price insensitive.

Commercial buyers want reliable, high
performance, flexible systems at a moder-
ate price. Retailers want reliable, high per-
formance systems at the lowest possible
price. The successful manufacturers of
handheld laser bar code systems serve
these different sets of buyers with differ-
ent products, each one “laser focused”
on being at the right place for a specific

group. As a result, they enjoy a majority
market share and high product margins
in each segment.

In deciding which group or groups of
buyers to target, there are several things
to consider. The size of a market is a
function of the number of prospective
customers and estimated annual con-
sumption of each. Bigger markets are
usually more attractive than smaller ones,
simply because there is more opportu-
nity. The effect of market size, however,
can be mitigated by other factors such as:
competitors; their position relative to the
customers’“ideal”; and potential margin
per sale. A smaller, niche market with an
opportunity to differentiate your product
and make it the only one at the right
place could represent a significantly
greater opportunity.

A second common benefit of targeting
niche markets is higher margins. Large
markets tend to attract many competitors

that offer narrowly differentiated “me-
too” products. They all share essentially
the same position. In these cases, price
becomes the differentiating factor. With
all else being equal, lower price means
lower margins. Don’t ignore the niche
market, especially if there is a highly 
competitive large market that is being
addressed by alternatives.

Niche markets are one example that
smaller can be better, or at least sufficient.
While many would-be entrepreneurs
instinctively focus on inventing lower cost
alternatives for large markets, a niche can
provide opportunities to highly differen-
tiate your product and to sell its value. In
a niche market, cheaper may have noth-
ing do to with being at the right place.
Limited competition and value-based
pricing combine to make niche markets
higher margin opportunities.

Low volume, high value opportunities
are another example of smaller being 
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Figure 1. Different product attributes vary in their importance to different groups of buyers.
Industrial (I) buyers, commercial (C) buyers, and retail (R) buyers weigh ruggedness, 
flexibility and price differently with respect to their “ideal” product. 
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better. After the ritual business card
exchange with a fellow passenger on a
flight from Houston to Chicago many
years ago, he and I both realized we had
the same job title, “product manager.”
After I described how my $350 optical
character reader was better, faster and
cheaper than alternatives, enabling my
company to dominate a $50 million 
market and still reap 60% margins, my
seatmate replied that there was only one
customer that would ever buy his product
and that customer would never buy more
than five of them. Was he in a good mar-
ket? As Rockwell’s product manager for
space shuttles, his projected revenues and
margins eclipsed those of the entire OCR
market! While there may not be a lot of
space shuttle opportunities, opportunities
to be at the right place for a single cus-
tomer or a handful of customers exist and
shouldn’t be ignored. In these cases,
knowing the right place is a matter of
maintaining a dialogue with the customer
or customers throughout the develop-
ment process.

It’s not uncommon for innovators to
believe that they have no competition,
that what they have developed is different
from anything else available. The fact is
that there are always alternatives. The
alternative to a real innovation, for exam-
ple, is the product being offered today.
Remember, people don’t buy technology
for technology’s sake. People didn’t adopt
fiber-optic cable because it was a newer
technology. They did so because it better
addressed their combined needs of more
bandwidth at lower cost. Similarly, air
travel replaced train travel because the
value of the time saved exceeded the price
premium of an airplane ticket.

What’s interesting in these cases is that
although the customers didn’t know the
solution, they sure understood the prob-
lem. Thirty years ago most engineers
would not have recognized that they
needed fiber-optic cable. They could have
told you, however, that they needed more
bandwidth for less money. A salesperson

covering the continental United States in
1955 wouldn’t have said he needed an air-
plane. He could have told you, however,
that time was money and that anything
he could do to get to his next appoint-
ment faster was valuable.

The message here is, if you want to
innovate, don’t ask the prospective cus-
tomer what he or she wants. Customers
can’t tell you the product to build or the
technology to develop. They don’t know
what they want, and if they think they
do, they’re generally wrong. They do,
however, understand their own problems
and they can tell you the characteristics
of an innovation that will solve them.
They can tell you where the right place 
is going to be. They just can’t tell you
how to get there. That’s the job of
the entrepreneur.

So how do you position your widget
effectively? Many people believe that
positioning a product is a function of
what you say in brochures, at trade shows
and in your advertising. Being at the 
right place at the right time is more than

simply telling people where you are. To
effectively claim and retain a position,
you need to be there already. If passengers
value on-time arrival in selecting an 
airline, don’t call yourself the on-time 
airline if you’re measuring your perfor-
mance with a calendar rather than a 
stopwatch. If having the position is
important, first become the on-time air-
line. Positioning is not about advertising,
promotion, trade shows or selling. It’s
about engineering and development.

In all likelihood, you are never going
to buy one of whatever it is you’ve devel-
oped, but your customers will—it is
hoped—buy plenty. It’s where they think
the right place is that counts. When there
are multiple right places, don’t try to be
everything to everybody. Decide which 
of those right places are right for you.
Differentiate the product and technology
innovations you conceive from the com-
petition by engineering them to have the
characteristics necessary to be at the 
right place.
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