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Companies such as Apple, Google and
Samsung have increasingly dominated
the smartphone market and appear to
be shaping its future.

trategic Choicesin

onverging Industries

Asindustries converge and seemingly unrelated businesses
suddenly become rivals, managers must understand the new

challenges and the long-term implications.
BY FREDRIK HACKLIN, BORIS BATTISTINIAND GEORG VON KROGH

IN THE RELENTLESS EVOLUTION of technology and markets, many industries are in the
midst of, or are approaching, major reconfigurations of their fundamental architectures and the
way companies capture value.! The changes are well underway in biopharma, nutrition products,
health care and energy, where technologies and distinct knowledge bases are changing and converg-
ing. Perhaps the most dramatic example of such convergence is taking place in the booming space
of telecommunications, information technology, media and entertainment, which many people
now refer to as a single field, the “TIME” industries.? The TIME industries are characterized not
only by the variety of new technological products and services being launched at an ever-increasing
pace but also by the surging complexity of their markets and how companies win. As some compa-
nies have expanded their scope, others have been forced to rethink and retool their strategies.
In many ways, the TIME example offers a useful model for managers in other industries where
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THE LEADING
QUESTION

How can
companies
protect them-
selves when
iIndustries
converge?

FINDINGS

»Understand the
factors driving
convergence.

»Select your strategic
path: technology
pioneer, market
attacker, ecosystem
aggregator or
business remodeler.

»Strategic choices
in converging
industries are not
etched in stone.
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convergence is less obvious. (See “Is Convergence
Happening in Your Industry?”)

The amount of change that the telecommunica-
tions and related industries have seen in recent years
has been extraordinary. Back in 2001, then-Nokia
chairman Jorma Ollila said that “the mobile Internet
should remain ‘under the control of the mobile in-
dustry, and not the computer makers.”? But that
vision disintegrated when Internet browsing became
mobile. Ericsson and Siemens, once market leaders,
have disappeared from the mobile handset market.
Other companies, such as Apple, Google and Sam-
sung, have increasingly dominated the smartphone
marketplace and appear to be shaping the future.
(See “A Changing Landscape in Mobile Handsets.”)

While the changes have opened up new business
opportunities for some companies, they have
proved harmful to others. For example, Nokia’s
brand has suffered, while BlackBerry is struggling
to compete against the technical and financial
power of giants such as Apple and Google. Despite
its early promise, AOL Time Warner was not able to
leverage the expected synergies at the intersection
of Internet and media content.

With convergence, companies that were in seem-
ingly unrelated businesses can become rivals. Indeed,
the day the mobile phone industry seized upon a

IS CONVERGENCE HAPPENING INYOUR INDUSTRY?
Convergence is happening throughout the economy. Several emerging convergence
trends are giving rise to similar phenomena in different industrial sectors.i

Big “Functional

pharma Nutrition

foods”

eConsider, for instance, the developments around “functional foods,” where the nutrition
industry and big pharma are increasingly moving onto the same battlefield.

*\When looking at different products, such as probiotic yogurts, omega-3 bread, vitamin-
boosted cereals, juices or dietary supplements, it is not always obvious if the product
is a food or drug.

eThe industry landscape starts changing accordingly. For example, Nestlé recently
acquired Pfizer's baby nutrition business.

Other examples:
eBiopharmaceuticals
eNano-chemistry
eSmart grids

eFE-health
eHuman-cyborg relations
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new way to design the user interface — beginning
with Apple’s iOS, followed by Google’s Android —
everything else became outdated. Consumers
preferred ecosystems based on market-driven
“apps” over services designed by the telecom carriers.
Players such as Nokia were caught in the changing
current. In September 2013, Microsoft announced
that it will acquire Nokia’s devices and services
business.

Unfortunately, as Nokia and many other com-
panies have learned, turning a blind eye as the
industry environment begins to change can be a
costly strategy. Managers need to recognize the dif-
ferent drivers and the types of strategic choices that
are available to them. Depending on what you pro-
vide and your position in the new landscape, the
opportunities and challenges will be different.

Beyond the development of novel end-user de-
vices, infrastructures and services, convergence in
the TIME industries has set in motion reorganiza-
tion and realignment of business functions across
the entire value chain. Whereas traditional “land-
line” carriers were once the only providers of
telephony services, today you can purchase voice
and data services from an array of IP-telephony
providers. Convergence has put established prod-
ucts and services at risk, forcing old-line companies
to search for new ways to survive.*

Convergence significantly affects the evolution
of industry sectors and severely disrupts a compa-
ny’s capabilities.” Managers can observe the weak
signals of convergence by analyzing patent data,
scientific publications and classification schemes.®
For example, they can see how Standard Industrial
Classification codes and patent filings overlap by
monitoring scientific publications.” However, it’s
useful to have a framework for identifying strategic
priorities and plotting operational responses.
Based on a six-year study on convergence in the
technology, information, media and entertainment
sectors and its implications for the key industry
participants, we have developed a framework that
identifies four strategic pathways possible for com-
panies facing industry convergence. (See “About
the Research,” p. 68.) We describe strategies compa-
nies have used and show how these strategies need
to take into account the long-term implications of
convergence in order to help companies sustain
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growth. We have also identified four important
drivers of industry convergence: technological ad-
vancement, open architectures and standards,
policy and regulatory reforms, and changes in cus-
tomer expectations and preferences. (See “The
Drivers of Convergence,” p. 69.)

Four Strategic Pathways

Companies have used four basic strategies to pre-
serve and capture value during convergence:
technology pioneer, market attacker, ecosystem ag-
gregator and business remodeler. We will explore
these pathways here. (See “Guiding Principles for
Implementing Convergence Strategies,” p. 72.)

The Technology Pioneer Technology pioneers
provide superior technological solutions that pro-
actively contribute to the advancement of
convergence between industries. They enter the
market early and make strategic choices about the
appropriate technological specialization as well as
the control of intellectual property.

New ventures following this path recognize that
they need to demonstrate the technological poten-
tial of their inventions and evaluate the conditions
for early customer adoption. Consider video and
data delivery provider Round Box, of Florham
Park, New Jersey, which developed a novel way to
stream video over mobile networks. The founders
saw their venture as a “mobile broadcast conver-
gence company, with a technological solution for
optimizing TV streaming to mobile phones. They
already had a prototype. The challenges — and this
is common among technology pioneers — were
getting large carriers and network providers to em-
brace their technology and protecting their
intellectual property. Successful technology pio-
neers we studied pursue these goals in several ways.

They drive standards. One way to advance your
technology is to promote standardization activities
within the industry. Kineto Wireless, a private com-
pany in Milpitas, California, for example, is a leading
provider of IP-based over-the-top solutions to
mobile companies. In advancing Unlicensed Mobile
Access technology, which ensured standardized
approaches for handsets and infrastructure equip-
ment, Kineto Wireless established a market foothold
for its own technology solutions.
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A CHANGING LANDSCAPE
IN MOBILE HANDSETS

Industry convergence has brought an extraordinary amount
of change to the telecommunications industry in recent
years. The effects of this change can be seen in the mobile

handset market.

Five Largest Mobile Handset Manufacturers Worldwide*

1. Nokia Samsung

2. Motorola Nokia

3. Ericsson Apple

4. Siemens ZTE

5. Panasonic LG Electronics

*Based on quarterly sales figures (total units sold).

SOURCE: GARTNER DATAQUEST (2010, 2012).

They become the technology of choice. Technol-
ogy pioneers need to become well recognized for
their leadership, thus making it more difficult for
downstream players to promote substitute products.
Mountain View, California-based Thin Multimedia,
which pioneered multimedia content delivery
through new transmission technologies for wireless
devicesand TV sets, offers a good example. Although
confident in the technological superiority of their
offering, the founders worried that mobile handset
vendors would enter this space and block other ven-
dors’ entry. Technology pioneers are in a favorable
position to work with a variety of equipment manu-
facturers and service providers simultaneously and
can present themselves as independent.

They negotiate nonexclusive licenses. Technol-
ogy pioneers avoid locking themselves into exclusive
agreements. A more effective approach is to pursue
multiple licensing agreements, as Kineto Wireless
has done, thereby increasing the odds that their tech-
nology is adopted across the market. Although
telecom operators have sought to acquire Kineto
Wireless, the company has so far resisted. “It is always
a balancing act,” notes one manager, “as all of your
partners are also potential [mutual] competitors.”

Technology pioneers need to manage growth
through internal development while at the same time
driving product adoption and protecting their intel-
lectual property. As one of the founders of Round Box
noted, “We need to be smart about whom we work
with and how we can leverage their connections,
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partners, expertise, without giving up our intellectual
property” He added, “We cannot get too close to any-
one, but close enough to everyone. We need to keep
neutrality, which gives us credibility.”

The Market Attacker Market attackers try to exploit
the commercial application of advanced technolo-
gies and tap into revenue opportunities generated by
the fragmentation of well-established value chains.?
While different attackers vary in their technological
expertise, they have similar marketing challenges. In
particular, they must demonstrate the sustainability

and profitability of their product offerings.

ABOUTTHE RESEARCH
This article is based on a six-year study on convergence in the telecommunications,
information technology, media and entertainment sectors and the implications of that
convergence for the management and innovation of the key industry participants. Our
findings come from a set of research studies conducted with the support of ETH Zurich,
the Scandinavian Consortium for Organizational Research (SCANCOR) at Stanford Uni-
versity and various participating companies between 2006 and 2012.1We conducted a
multiple-case study based on multiple sources of evidence: archival data, industry publi-
cations, direct observation and semi-structured interviews at 26 companies representing
key industry players in the converging telecom, IT, media and entertainment industries.
Participants included both fast-growing, influential entrepreneurial ventures and
large, established companies, including Intel, Nokia, Google, HR Yahoo!, Apple, Cisco,
Swisscom, Qualcomm, Tellme Networks, Kineto Wireless, SAF Logitech, eBay and
France Télécom. The purpose of the interviews was to learn how senior management
teams recognized and responded to the strategic challenges and business opportuni-
ties associated with industry convergence. Out of these insights, we developed a
framework for strategic choices in convergence. The research was refined in an itera-
tive process of revisiting the cases and reviewing the relevant academic literature.

Most market attackers begin by identifying busi-
ness opportunities with significant value. This often
involves some sort of arbitraging between the parts of
the market that have not converged yet and assembling
pieces from previously distinct fields in new products
or services. For example, in the late 1990s, Good Tech-
nology, a Sunnyvale, California-based software
provider that focuses on multiplatform enterprise mo-
bility, began offering solutions that allowed users to
integrate their mobile email with their corporate email
infrastructure before such capabilities were available
on BlackBerries and iPhones. Similarly, Tellme Net-
works, of Mountain View, California, saw a market
opportunity in linking existing telephone infrastruc-
ture to the increasingly robust variety of online
content. Its idea was to allow customers to access infor-
mation through a voice portal using voice commands.

Once opportunities have been selected, market

68 MIT SLOAN MANAGEMENT REVIEW FALL 2013

attackers attempt to develop them quickly and nimbly.
They collect early evidence on the market’s reactions
and the way the offerings impact the established rules
of the market. For example, Good Technology en-
tered the market with a mobile messaging product
that was designed to compete against the existing of-
ferings of large, well-established telecom carriers.
While many other companies had similar ideas for
bridging corporate networks and mobile email,
Good benefited by securing an early foothold.

A particularly effective strategy for market attack-
ers is to team up with an incumbent and collaborate
vertically in the value chain. We found that this often
involves three steps.

They establish relationships. As an initial step,
market attackers sound out potential partners,
sometimes using intermediaries. This allows the
attackers to iterate their value propositions and ben-
efit from the market experience of their partners. As
a member of Tellme’s management team recalled,
the search process allowed them to “start looking
into the other end of the telescope for what the com-
pelling experiences are and what that would sound
like for the enterprise; all of a sudden, it forced [us]
to look differently at who we were selling to.” The
analysis led Tellme to shift focus away from its initial
consumer business and pursue corporate clients.

They consolidate the engagement model. The
next step for market attackers is to consolidate their
engagement model to advance the development of
their offerings. Although they benefit from selling
their applications in the short term, demonstrating
the long-term value of what they can offer a partner is
more important in many cases.” Good Technology,
for example, was able to attract the interest of several
mobile network carriers based on the beta version of
its email offering; based on what carriers saw, many
decided to license Good’s products rather than de-
velop competing services internally.!” Collaborations
between market attackers and partner companies
may expose asymmetries between the objectives and
the expected time frames of the organizations. Some
partners may be looking for a short-term solution,
which may be inconsistent with the long-term growth
targets of the product developers. Therefore, it’s im-
portant for all sides to think through the areas of
overlap and potential differences in advance. Attackers

will want to make sure that in the event of premature
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termination of the partnership, they are still able to
make progress in developing their product.

They extend partnerships. In a third step, mar-
ket attackers frequently explore ways of extending
their partnerships. This involves drafting road maps
for the partnership with different scenarios and out-
comes and weighing different paths to enhance scale
and reach. The outcomes can vary: Good set up an
array of different partnerships with mobile carriers;
others, including Tellme, were ultimately acquired.

Given that the window of opportunity is narrow,
market attackers don’t have the luxury of taking a
“wait-and-see” strategy. Instead, they need to act
quickly to find ways to grow their businesses. Com-
panies looking to defend themselves need to take this
urgency into account when developing their own
strategies. While attackers are better positioned to
rapidly identify and capture new opportunities at
the intersection of industry boundaries, the choice
of appropriate timing for entering markets is critical
for exploiting temporary advantage."!

The Ecosystem Aggregator Ecosystem aggregators
tend to be large companies that attempt to exploit the
market opportunities resulting from a wave of emerg-
ing technologies. In contrast to young companies, they
leverage their competences and market experience to
establish an “innovation platform” aimed at comple-
mentary products and services. In doing so, they
enhance the overall value of the core offerings, taking
advantage of what are often called network effects.'?
Network effects reinforce and extend the ecosystem
aggregator’s proprietary advantages, such as its installed
user base. SAP, the global provider of business appli-
cation systems, offers a useful example. In 2003, SAP
found itself at the crossroads between having a tradi-
tional, closed business application software model
and the rise of social media. In response, it invited
third-party developers and individual contributors
to build on SAP’s products, which in turn enhanced
the overall attractiveness of the core product.
Successful companies that follow this path can
be thought of as platform leaders.?® They drive
technological development in their ecosystem and
derive advantages from their position within it,
while at the same time establishing adequate eco-
nomic incentives for ecosystem partners to invest

in complementary innovations.'*
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THE DRIVERS OF CONVERGENCE

The drivers of industry convergence in the TIME sectors included technological
advancements, open architectures and standards, policy and regulatory reforms,
and changes in end-user demands. Each shaped the process of convergenceii
and continues to play a significant role in the future of the market.

First, technological advancements related to digitalization and miniaturiza-
tion resulted in a dramatic reduction of infrastructure costs as well as in the
development of innovative products. For example, wireless networks and
broadband access have become commodities, and personal computers have
become smaller, faster and more affordable. Further developments are ex-
pected to integrate user experiences with devices.

Second, open architectures and standards have accelerated convergence.
Fifteen years ago, devices were largely running on proprietary operating sys-
tems such as IBM DOS, Microsoft Windows and Mac OS. It was difficult to run
software across platforms, and few accessories were interchangeable. Open-
development architectures (such as Java), open-source operating systems
(such as Linux) and standard interfaces (such as SD memory cards and USB
connectors) reduced the complexity of creating software, services and devices
to run on different platforms. Today, anyone with basic skills can develop a new
app, accessory or service based on an open architecture.

Third, government policy and regulatory reforms resulted in a widespread
liberalization of telecommunications markets. In many countries, regulators are
embracing the next-generation network paradigm, which treats all services
within an IP-based network equally, as opposed to differentiating between
traditional telephony services or other forms of data traffic.VThese new frame-
works ease market access for service providers, promote competition,
increase market penetration and encourage the adoption of new technologies.
The reduction of entry barriers allows companies to compete beyond their
home turf and results in increasingly fragmented value chains — as well as
fundamental changes to traditional industry structures.v Suddenly, companies
need to have a broader view on potential competitors.

Finally, changes in customer expectations and preferences have forced
companies to pursue product differentiation and develop new services. Speed,
mobility and portability directed product development at most companies and sub-
stantially transformed the demand for access and content. The end-user adoption
rate of a new functionality — such as touch-screen-based smartphones — created
anew de facto standard and made it difficult for players who did not offer those
features. Had major mobile industry players such as Motorola, Nokia or Sony
Ericsson succeeded in establishing a widely accepted mobile software ecosystem
on their own, today's marketplace could be different. Instead, Apple and Google
defined the direction for the ecosystem of mobile applications.

Importantly, as ecosystem aggregators come to
depend on the complementary products and services
offered by partners, the ecosystem aggregators’ task is
not just technical; it also involves ensuring that the
business relationships are mutually beneficial. For
example, Intel worked hard to capture the converging
technologies underlying personal and mobile com-
puting. It avoided imitating the technologies
promoted by aggressive young competitors. Instead,
Intel executives designed an integrated platform con-
sisting of chips and software for the mobile industry,
allowing others to create complementary products.

We found that ecosystem aggregators consistently
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utilize orchestration processes to coordinate, sustain
and influence the activities of other ecosystem par-
ticipants. These involve modularizing assets,
ensuring coherence and shaping mechanisms.

They modularize assets. Ecosystem aggregators
we studied modularized a set of assets that many
players in the ecosystem could leverage. The purpose
was to establish the core platform infrastructure
where members could access and share tools, soft-
ware and hardware components, and other assets,
thereby reducing design and development redun-
dancies. For example, Qualcomm, a semiconductor
producer with a strong focus on wireless telecommu-
nications products and services, established an
application development platform that allows third
parties to develop small programs, such as games, for
phones built on Qualcomm hardware. Platform pro-
viders can decide which platform elements to keep
closed and which ones are open for free usage. By
providing a software development kit, Qualcomm
could direct third-party developers and allocate tasks
to a wider community of software developers.

They ensure ecosystem coherence. Aggregators
can also ensure ecosystem coherence and align-
ment between innovation activities and the overall
broader corporate strategy. They can accomplish
this by determining access points to the platform
and how partners share knowledge with other part-
ners. In the developer forum, for example, the
platform owner can moderate the discussion topics
and specifications of interfaces.

They shape capture mechanisms. Finally, ecosys-
tem aggregators design “capture mechanisms” that
enable partners to secure value from their efforts. For
example, ever since Intel initiated its “Intel Inside” cam-
paign, other companies that wanted to build on Intel’s
technology have been able to participate in co-brand-
ing and joint marketing. The value capture is not just
monetary — it includes enhanced reputation.

Consistent with the pioneering work on
platforms by scholar Michael Cusumano and col-
leagues,'> we found that a successful strategy for
companies in converging environments is to learn to
become innovation platform leaders. As Intel has
shown, this involves engaging proactively in multi-
ple activities within the ecosystems, including
financing the codevelopment of new ventures and
integrating them into the ecosystem.
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The Business Remodeler Companies with domi-
nant positions in the market, a significant customer
base, strong brand equity and established networks
can become business remodelers. Such companies
are well positioned to redefine the core business
model and the related technological base.

Traditionally, dominant industry players created
value through incremental innovations of their
products and services. However, convergence can
test the viability of core technologies and products,
undermining the ability of such companies to per-
form. For example, between 2007 and 2010, formerly
state-owned mobile telecom carriers in Europe saw
average revenue per user decline by about 20%.'°
As one manager of Swisscom, in Bern, Switzerland,
observed, “It became clear that our core business is
dying out — and much faster than we had believed.”

Convergence between information technologies
and telecommunication has spawned new content
services and applications — for example, voice-
over-IP (VoIP) technology — that replicate services
offered by traditional telecom carriers. As a result,
Internet service providers have been able to chal-
lenge their market dominance.

Business remodelers need to develop an under-
standing of why value is shifting in their industry and
identify the new sources of value. In the TIME indus-
tries, incumbents realized that convergence didn’t
just mean that telephones, printers and music players
were being replaced by more innovative devices.
Convergence was also creating fundamentally new
patterns for how people communicate, share infor-
mation and access media content. Indeed, upon
realizing that its pay-per-minute business model was
being threatened by free VoIP service, Swisscom
made a 180-degree strategy change and embraced
VoIP.Itinvested heavily in wireless Internet technolo-
gies and became a leading provider of Wi-Fi hotspot
infrastructure. In addition to allowing its customers
to surf the Web, customers can use Wi-Fi to make
free VoIP calls, enabling the company to increase
customer loyalty and drive new traffic to its network.

Companies that successfully remodel their busi-
nesses pursue many of the same strategies in terms
of their relationships with customers and their
business models, including the following.

They build on customer relationships. Busi-
ness remodelers typically begin by building direct
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relationships with their existing customer base.
Swisscom, for example, was able to use its estab-
lished position in the cellphone service business to
test the viability of a new Wi-Fi hotspot service.
Companies can also expand their customer base by
creating new kinds of offerings. With the ever-
increasing digitization of media and content,
Hewlett-Packard faced important questions about
the long-term future of its home printing business.
HP assembled a team to scrutinize its business
model. As one team member reflected, “Big compa-
nies have a problem, in that they force everything
into their traditional metrics. The traditional met-
ric for [us] was, how many pages are printed, how
much ink is spent.” The analysis led to a new busi-
ness: Rather than focusing on printers, HP’s new
model centers on selling printed photos, which has
been accelerated by the acquisition of Snapfish.

They let new business models coexist with old
ones. Initially, at least, business remodelers are
happy to let their new business models coexist with
old models, with the understanding that if the new
models are successful they will probably begin to
dominate. That’s what happened when Apple
launched its iTunes Music Store to support the iPod
in 2003.7 iTunes turned out to be a huge success,
and Apple gradually shifted many of its activities to
the online store. Today Apple earns a significant
share of its profits from sales of online music, mov-
ies, software and mobile apps.

They use indirect means to reach customers.
Finally, business remodelers have opportunities to
reach customers by circumventing traditional chan-
nels and using the back door instead. Specifically,
they can use other industries as entry points, as Apple
did with music content and mobile communications
services and as HP has done with photo sharing. With
industry convergence, customers may develop pref-
erences for a particular company’s products and
services, thereby enabling it to sell to new market seg-
ments with other existing technologies.

Making the Right Choices

Although successful new entrants and established com-
panies respond differently in the face of industry
convergence, the choices managers make are fortu-
nately not etched in stone. They can be reversed. We
found that smart companies have been able to adopt
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different strategies and pursue different paths
depending on the circumstances. (See “Guiding Princi-
ples for Implementing Convergence Strategies,” p. 72.)

As the process of convergence advances and
previously unrelated technologies and markets be-
come interrelated, companies have the ability to
change course. A technology pioneer might decide
that it’s better to become a market attacker. Such a
switch makes sense when the technological advantage
has been exploited and the new challenge is shaping
customer demands and preferences. Google, for ex-
ample, has been on the forefront of search
technologies to make information accessible in all for-
mats and on all types of devices for many years. By
doing so, it has blurred the boundaries between per-
sonal computers, mobile phones, collaborative tools
and information retrieval. But Google has also at-
tempted to use its position to shape markets, such as
mobile phones.

As companies become older and larger, they need
to rethink the assumptions underlying their strategic
choices. Yahoo! provides an excellent example.
Although it began as a technology pioneer offering
innovative services such as Web-based email, value in
the Internet has been shifting to other parts of the
ecosystem, such as mobile applications. In response,
Yahoo! is now becoming a business remodeler, offer-
ing new services, including Tumblr, the microblogging
platform, which it acquired in June 2013.

Less mature, medium-sized companies face a
wide range of strategic choices. To avoid being
stuck in the middle, they need to scrutinize the
benefits and risks of following any of the four strat-
egies. At the same time, they must remain agile so
they can move from one strategic path to another.

Of course, companies that pursue one strategic
path have the opportunity to hedge their bets by
partnering with another company pursuing a differ-
ent strategy. For example, Kineto Wireless, which is a
technology pioneer, has collaborated with several
network carriers to promote combined fixed-line
and mobile-line services. Among its partners is
Swisscom, which is a business remodeler engaged in
trying to bring new value to customers. Collabora-
tions like these can generate value for both parties.

THE PROCESS OF CONVERGENCE has greatly
shaped the evolution of the telecommunications,

Some established players

in the mobile phone industry,
such as Nokia, have been
challenged by industry con-
vergence and rapid change.

FALL 2013 MIT SLOAN MANAGEMENT REVIEW 71



STRATEGY

GUIDING PRINCIPLES FOR IMPLEMENTING CONVERGENCE STRATEGIES

This template highlights the key question to ask for each of the four strategic choices. The implementation principles offer a checklist of issues compa-
nies should address. Examining the experiences of other companies will provide guidance on the level of resources required. Also, some strategies are
more typical in early stages of industry convergence, whereas others are more typical at later stages.

POSITION
INTHE
INDUSTRY

REQUIRED
RESOURCES
(LOW - HIGH)

STAGE OF
CONVERGENCE
(EARLY - ADVANCED)

STRATEGIC
CHOICE

IMPLEMENTATION
PRINCIPLES

COMPANY

STARTING POINT EXAMPLES

Entrant

Incumbent

Technology
pioneers

Market
attackers

Ecosystem
aggregators

Business
remodelers

Can we develop supe-
rior technological
solutions that

directly advance the
convergence between
industries?

Can we identify
emerging revenue
opportunities in
converging markets
where we can com-
mercialize applications
of advanced
technologies?

Can we leverage
existing assets and
market experience
by orchestrating a
platform for comple-
mentary innovators?

Can we anticipate the
impact of convergence
in our industry and
design a new business
model to capture
emerging sources

of value?

eDrive standards.

eBecome technology
of choice.

eBuild nonexclusive
licensing.

eEstablish collabora-
tive relationships.

eConsolidate
engagement
model.

eExtend partnerships.

eModularize leverage-
able assets.

eEnsure ecosystem
coherence.

eShape appropriability
mechanisms.
eAchieve large-scale

direct customer
relationships.

e| et old and new busi-
ness models coexist.

eUse indirect means
to reach customers.

information technology, media and entertainment
industries, redefining the competitive landscape and
presenting exceptional opportunities for strategic inno-
vation and entrepreneurial market entry. No strategy is
appropriate for every company. The right strategy will
depend on a company’s financial and organizational
resources, technological base and market knowledge.
Whatever the circumstances, senior leaders need to
understand the nature of the strategic challenges they
face and the long-term implications of convergence.
Like surfing a big wave, riding the currents of
technological change can be challenging. Leaders
who don’t stay focused on the movement of the waves
jeopardize the future of their company. A good surfer
knows how important it is to identify and monitor
emerging waves before they become big, and this
analogy is telling.'® What starts small in a research
laboratory can gather force in a short period of time
and wash away an unprepared company. Technological
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Kineto,
RoundBox,
Thin
Multimedia,
Skype

Good,
Intellisync,
Tellme,
Spotify,
Netflix

Intel,
Qualcomm,
SAP Google

HP
Swisscom,
Apple, France
Télécom,
Cisco

waves are unpredictable and have the ability to
change the market dynamic before you know it.

Fredrik Hacklin is an assistant professor of entrepre-
neurship at ETH Zurich. Boris Battistini is a senior
researcher at ETH Zurich. Georg von Krogh is a
professor of strategic management and innovation
at ETH Zurich. Comment on this article at http:/
sloanreview.mit.edu/x/55116 or contact the authors
at smrfeedback @mit.edu.
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