




















































































































































































































































































































































































































































































































































































































































































































































































































THE MAKING OF A BUNDLE

also a strategy for testing which bundles are most popular; once we find a
combination that works, it becomes a long-term bundle candidate. Direct mail
is a complex, sophisticated science, and experimenting with it can be expensive
(and frustrating) for a small company. Companies therefore are often interested in
learning more about the dynamics of direct mail and want the revenues it
could yield—but they don’t have the resources to risk a first try themselves.
By bundling with a more experienced direct mailer such as T/Maker, they
can experiment without the up-front cash risk. If the mailing is successful, they
then feel more comfortable trying their own program. There’s another benefit
that direct-mail bundling partners receive: a mailing list of campaign respon-
dents. Partners can use this information to conduct their own direct-mail
campaigns that, for example, promote new products or offer upgrades.

DOING THE BUNDLE THING

Putting together your first bundle won’t be a piece of cake, but the experience
you gain will probably make subsequent efforts easier and more streamlined.
The first steps you should take are deciding which of your products to build
the bundle around (based on marketing goals and opportunities), identifying
potential customers and what they need, and determining the channel in
which to market the bundle. Once you've nailed these things down, it is much
easier to decide what other products would make sense in the bundle.

When it comes to choosing other companies’ products, I should point out
that the bundling business works in both directions: We constantly look for
partners to participate in bundles that T/Maker initiates, but we also troll for
opportunities to become someone else’s “third party.” The latter opportunities
can be hiding anywhere—not only in the third-party development community.

For example, we were approached by PaperDirect, a company that supplies
papers and related presentation products to personal computer customers for
use with laser and ink jet printers. They presented us with a unique bundling
opportunity targeted to small businesses that want to print their own stationery,
documents, presentations, and other marketing materials using desktop pub-
lishing and word-processing software. PaperDirect sells a variety of preprinted
stationery, including a series of coordinated letterheads, envelopes, brochure
mailers, and other items. It also sells software templates (compatible with
several word-processing and desktop publishing applications) that allow users to
more easily lay out their own text and graphics on PaperDirect’s preprinted
papers. T/Maker’s ClickArt is bundled with the templates, which offers users an
even more complete solution. This has been a tremendous, successful opportu-
nity for us—with a partner outside the third-party development community.
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Bundling Caveats
Here are some general guidelines that should help you ease into bundling.

e Start simply. If you are new to bundling, it's much easier to work with only
one other company or product. The more products and companies involved,
the more complicated the process becomes. If you have too many variables
to juggle the first time through, you'll quickly become overwhelmed and
frustrated.

We learned this lesson the hard way. Our first bundle, the SmartBundle
mentioned earlier, was a trial by fire. Not only did we have to negotiate
contracts with three companies (each having, of course, its own agenda and
issues), but we also had to contend with creating special packaging, putting
together a complicated SKU, formulating a price that would not undermine
any of our partners’ channels, and handling a variety of other situations that
were compounded by the number of companies involved. The successful
end product was worth it, but we recommend cutting your teeth on a less
complicated deal, especially if you're a small, resource-limited company.

® Put adequate resources behind the bundle. If you plan to launch your bundle
(which you should treat as a product unto itself) into retail and mail-order
channels, make sure you allocate enough advertising money, sales staff, and
other support to make it a success. Bundles are a major component of our
lifeblood; therefore, we treat them as we would any other major product
and give them their due when it comes to resources.

® Don't overlook international partners, and find partners with international know-
how. Don’t limit yourself to only the domestic market: There often are
opportunities to sell your product in other markets. Furthermore, a partner
that already is established in another country can provide you with a good
launching pad into that market, much in the same way that a larger, more
experienced domestic partner can help you take better advantage of your
home market with its presence and know-how.

T/Maker frequently seeks partners and channels outside the United
States. We have been particularly successful in Australia, the United Kingdom,
and New Zealand; these markets are easier and less expensive for us to
infiltrate with a bundle because they are English-language countries. If a
bundle offers customers good value, is well priced, and contains strong
products, the U.S. versions sometimes will do quite well in these countries.
We make it a point to start investigating international possibilities at the
beginning of every bundle negotiation. If a company we are considering has
a UK. or other localized version of its product, we try to arrange an interna-
tional bundle when we negotiate the U.S. one.
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* Create solid contracts. I can’t emphasize enough how important it is to negotiate
solid, realistic contracts with all parties involved in the bundle. Although
there are too many facets of a contract to cover in this chapter, there are
some key considerations to keep in mind as you begin negotiating. For
instance, bundling contracts are as critical as contracts with any other busi-
ness partner. They should be specific and should clearly spell out the terms
of every facet of the deal. We constantly clarify issues in and add sections to
our contracts, based on what we’ve learned from previous bundling deals.

One warning: You should have a signed contract in hand before spend-
ing any marketing and sales money. Like any other business deal, the
bundle could fall apart at the last minute for almost any reason. Also, it’s
important to treat bundling partners as you would any important contribu-
tor to your business. We enter contract negotiations with the attitude that
our partners are a key factor in our long-term marketing and product
strategy—and long-term success. We try to go the extra mile to ensure
everyone is satisfied with the bundle and that all parties concerned are kept
well informed during the negotiation process.

Once negotiations are concluded and the contract is signed, communi-
cation shouldn’t stop. It’s important to get your partners’ feedback on the
marketing pieces you produce, keep them involved in the campaign’s
progress, and share sales results with them. Because we know there will be
more opportunities to work with these companies in the future, we work at
building strong partnerships now.

* Make it clear to customers which company supports what product. You should tell
customers exactly where to turn for help with each product in the bundle. If
you don’t, customers may assume that your toll-free number is the one to
call with questions about your partners’ products. Furthermore, if custom-
ers call you and you then ask them to call yet another number, they’ll feel as
though they’ve been “shuffled off” and may perceive your company to be
incompetent, uncaring, or both.

POTENTIAL PITFALLS

While bundling can be a winning marketing strategy, that’s not to say there
aren’t several potential “gotchas” to avoid. Here are some of the important
risks we’ve encountered.

® Low pricing can create channel conflict. Bundling can cause channel conflict
and pricing confusion. How you price the bundle compared to the price of
each individual product is important. For the bundle to sell well, customers
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must perceive they’re getting a good deal on the package. However, the
price shouldn’t be so low that the bundle cannibalizes a reseller’s sales of
your individual products. Also, if the bundle and individual product price
are too similar, this also causes confusion in the channel and can cause both
your individual product and bundle to fail.

One way to help avoid this problem is to speak with resellers and mail-
order companies before you set the bundle price. This has worked well for
us; the discussion helps clue us in to what the channel’s pain threshold is
regarding price and gives us an opportunity to clearly explain what we're
doing, why, and address channel concerns.

You may get “stuck” with a large inventory of another company’s product. On
several occasions, T/Maker has had to purchase a large quantity of another
developer’s product at once to receive a lower original equipment
manufacturer’s (OEM) price. In most cases, these units must be specially
produced (for example, no product box, only disks and documentation
shrink-wrapped together), and the other company won'’t allow us to return
any unsold products to them. If the bundle doesn’t sell, we're left holding a
sizable inventory of other companies’ products.

It also pays to plan ahead for disaster: Keep some creative ideas waiting
in the wings. For example, if you're left with a large inventory of another
company’s products, you may try to sell a previously retail-only bundle
through direct mail. Or, you might rework the bundle to include different
products and try again.

Sometimes contracts expire during a hot selling streak. Another problem arises
when you've created a blockbuster bundle—and your contract with the
other developer runs out. If others don’t wish to renew the contract (for
whatever reasons), you must drop this revenue generator from your prod-
uct line—a frustrating situation at best. In these cases, we try to renegotiate
the contract. (We’ve renewed some contracts as many as four or five times.)
However, if we can’t renew the deal, we try to take a positive attitude,
knowing that there are always new bundles to be created.

Putting inadequate resources behind a bundle will kill it. Before committing to a
bundle, you should think about the considerable level of resources and
energy needed to effectively promote and sell the product. If you don’t put
adequate resources behind a bundle, of course it won’t do well. It’s impor-
tant to ask yourself if you are willing to put the time, marketing money, and
personnel resources into a product that may not be in your lineup for more
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than six months or a year. This is especially important, as we all are operat-
ing in a recession economy and with limited resources and staff.

* Bundling entails complicated logistics. There are many logistic issues that can
make bundling complicated. It's important to think through the entire
process of creating, producing and shipping a bundle, and the implications
to all areas of your company. For example, you'll need to add a new SKU to
your product line (which is often tricky because of the large number of
products in a bundle). You also must clearly inform distributors and other
direct customers about this new product offering, and make sure they
understand how it will affect them.

Another consideration is whether to purchase a product from the other
company or instead pay a royalty—and duplicate the disks and print the
documentation yourself. If you plan to keep the bundle in your product line
for several months and expect to sell a large number of units, you may want
to consider doing the production yourself. Depending on the royalty agreement
established in the contract, this alternative may be less expensive for you.

There are benefits as well as pitfalls to bundling, but it has been well worth
the effort and risk for us. By combining our products and resources with those
of other companies, we’ve boosted our bottom line and reached new custom-
ers. Our experience is that if you enter the process with your eyes wide open,
you’'ll be in a good position to take advantage of the bundling opportunities on
the horizon this year and beyond.

Bundle, anyone?

Editor’s note: This chapter was written in early 1993.

273



CHAPTER THIRTY-ONE

Make a Bigger Splash—
Through Comarketing

HOW TEAMING UP CAN INCREASE YOUR CLOUT

By Steve Blank, SuperMac Technology, Inc.

Steve Blank is the former vice-president of marketing for SuperMac Technology, Inc., a
Sunnyvale, California, company that develops hardware graphics products.

HEN Apple introduced QuickTime last December, SuperMac was ready

with the VideoSpigot digital video capture card to help lead the mad
dash to success. To the outside world, it may have appeared that SuperMac
was extremely fortunate to have introduced a product for the digital video
revolution at precisely the right time. But as you might surmise from your own
experience, SuperMac had been working closely with Apple and other devel-
opers on the product and its launch for more than a year.

The fact that this was a cooperative marketing effort was critical to our success.
Although timing was very important—having the right product ready at the
right time—the real coup was being able to harness the resources of multiple
key players to launch and market the technology. We realized early on that
going it alone would be a big mistake, considering the scope of the task.
Joining forces with other developers—getting other players onto the QuickTime
bandwagon—helped prevent the revolution from becoming an evolution.

Why was this a revolution? This was not just the launch of a new group of
products; it was the birth of a new technology, a totally new way of doing
things. The ramifications: Before, video manipulation belonged almost solely
in the domain of professional production companies and post-production
houses. With this new technology, everyday people could experiment with
their camcorders and Macintosh computers and produce extraordinary video
results. But would users understand the potential of this new technology?
Would they be willing to use it? Would it seem approachable?

THE COMARKETING APPROACH

It became apparent that a team approach to marketing this new technology
would most effectively address these questions. To get a new technology or
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product adopted by the mainstream market, you must offer not a lone technol-
ogy, but an entire solution, a package that helps users grasp the proposition
your product or technology makes and achieve satisfaction from it. [Editor’s
note: This concept has been dubbed the “whole product” concept. For more information
about it, see Chapter 3, “Breaking into the Mainstream: How to Move from Early
Success to Mainstream Market Leadership.”] By joining forces with Apple and
other developers, not only did we collectively offer users more of a “whole
product” solution, but we were also able to augment our resources by leverag-
ing other companies’ efforts.

Forming the Team

We began discussions with Adobe Systems, WordPerfect Corporation, and
other developers to get them committed to team-marketing the QuickTime
technology breakthrough. Here’s how it happened: SuperMac had developed
a video-editing application to test VideoSpigot. We considered marketing it
ourselves but decided against it after taking a hard look at the situation. We
saw that SuperMac would be better off and farther ahead in the long run if we
sold the program to another software developer, and then worked together to
build the new market. We felt we could make more of an impact and sell many
more VideoSpigots if another credible company marketed the software and
continued its development.

SuperMac is a hardware company, and from a previous foray into software
publishing, we know that it takes a dedicated, concerted focus to evangelize a
new category of software—and significant marketing money and muscle.
Being a hardware company, our focus and the resulting allocation of resources
isn’t conducive to the effort needed to market and subsequently revise a
software product. After discussions with several companies, we sold the edit-
ing product to Adobe Systems, which named it Premiere.

We chose Adobe for several reasons, most importantly because of its track
record of evangelizing PostScript, completely new system software that ultimately
changed the face of the computer industry. We then struck a deal with Adobe
to bundle our product with Premiere, and in the first three months, 20,000
copies of the bundle—VideoSpigot or VideoSpigot Pro, and Premiere—were sold.
Since then, we have renewed our agreement with Adobe to indefinitely bundle
Premiere with VideoSpigot and VideoSpigot Pro. With the bundle, users receive
a more complete solution than they would with the individual products.

Furthermore, we felt we had to work with existing application-category
leaders to effectively help users grasp the implications of QuickTime technol-
ogy and our product. We contacted leading providers of word-processing,
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multimedia, and other software. We enlisted such companies as WordPerfect,
MacroMind eParacomp (now known as MacroMedia), and several others. A
key WordPerfect person worked closely with us so that at the QuickTime
introduction they could show a QuickTime movie—captured with VideoSpigot
and edited with Premiere—in a WordPerfect document. MacroMedia showed
Director and Action! presentations that incorporated QuickTime movies. Other
companies used the technology in their products and demonstrations, as well.

Seize the Opportunity

The point I'm trying to make is that whenever a technology breakthrough is
around the corner, seize the opportunity. If you can lock onto a product idea
that supports the new technology concept, go for it. Resist the temptation to
keep everything close to the vest and go it alone. Especially if your company is
smaller and more resource-limited, find like-minded companies and do some-
thing together. Ultimately, you’ll make a bigger splash and offer users a more
complete package than you could offer by yourself.

PREPARING THE MARKETPLACE

The comarketing effort didn’t end with persuading other developers to use the
technology in their products. Because of the scope and magnitude of the
QuickTime concept and the introduction activities, we also had to create very
special promotional materials.

The first step was creating a white paper explaining why analog-based
video had failed to become a mainstream computer operation and why digital
video was the answer. During the nine months before the official QuickTime
launch, the paper was widely distributed to industry influencers, the press,
video enthusiasts, and anyone who showed an interest in the technology.

Next, we needed user testimonials. We instituted an aggressive beta program
with industry analysts, users, and other developers. From this group, we culled
several compelling examples and created both printed and video testimonials
that highlighted real-world uses of Adobe Premiere, WordPerfect, and VideoSpigot.
The print testimonials were easy to distribute and very exciting. (It’s great to
see pioneers become emotional about a technological breakthrough.) The video
samples created by these testimonial subjects were impressive and highly
professional in content. They demonstrated the wildly diverse uses of
QuickTime/VideoSpigot that were possible with today’s equipment (every-
thing from a corporate sales presentation, to a commentary on the starkness of
New York City, to an educational video about eye surgery).
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We also created a “Spigot CD” that included all of SuperMac’s digital
video marketing collateral, testimonials, sample movies, and other QuickTime-
related materials. We even modified our VideoSpigot advertisement to include
quotes from these testimonials. We used the testimonials as widely as possible
and included them in trade show handouts, placed them in pertinent publica-
tions, and sent them to customers who inquired about our products.

It was critical to properly educate reviewers in the computer, business, and
video press who had never experienced anything like QuickTime. It was also
important to make sure they understood the limitations—as well as the poten-
tial—of this fledgling technology. To get the information across, we created a
nuts-and-bolts reviewers kit and guide for our product. The kit included
performance benchmarks from an independent laboratory, comparisons with
competitive products, educational materials about digital video, and facts
about the product. We also worked closely with our partners to make sure that
every reviewer had products from and contacts inside our partners’ compa-
nies (including Apple). In short, we all pulled together to make the review
effort stronger and more effective.

THE INTRODUCTION AND AFTERMATH

To achieve the most dramatic, high-profile launch, we introduced VideoSpigot
in SuperMac’s and Apple’s Macworld booths in January. In addition to show-
ing a variety of software running with VideoSpigot, we also demonstrated
planned enhancements to our current system-level software, including com-
pression and CD-ROM technology, at Apple’s QuickTime room off the show
floor. This demo met the objective of showing people not only the current
product, but also a glimpse of the future. Our partners also talked about and
demonstrated our product, along with their own, in the many Macworld panel
discussions in which they participated.

Next, we had to demonstrate how this new technology would work in
real-life situations. Demo '92 and TED3 were excellent venues. At Demo 92,
we equipped a kiosk with a Macintosh Quadra, a large-screen SuperMac
monitor and graphics card, HyperCard, VideoSpigot, and Premiere. We used
those products to show attendees some highlights of the conference and other
events by means of QuickTime movies that were edited and produced only
hours after the events happened. A camera operator shot footage, and an
editing room equipped with Macintosh Quadras, videotape decks, VideoSpigot,
and Premiere created the movies on-site.

At TED3, the semiannual industry event for creative leaders in education,
entertainment, technology, and design, we created an interactive “electronic
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newspaper.” Conference guests could view articles and movies in this “video
newspaper,” which highlighted the previous day’s events.

PUBLIC EDUCATION

These events were excellent for attracting the interest of industry insiders, but
a real challenge was inciting people to buy products from our partners and us.
To do that, we needed to educate the public directly. With our partners, we
decided to offer seminars and hands-on classes throughout the United States
and Europe. One of the easiest solutions was to fit ourselves into existing
courses. For QuickTime and our products, the American Film Institute (AFI)
was a natural; AFI had a ready-made cadre of interested professional users as
students. We sent product managers to train these classes in a room fully
equipped to make QuickTime movies.

The results were spectacular. The students ate up the technology, and their
regular teachers were sold to the point that they became “evangelists” for the
products. Now AFI was a partner in the process, too.

Combining the resources of Adobe, MacroMedia, Apple, and others, we
traveled across the country holding a series of one-hour classes to teach people
how to make QuickTime movies. To get the maximum impact from this invest-
ment, we also invited regional press people to not only cover the story, but also
to learn how to make movies themselves. We also captured the mindshare of
dealers by including them in these seminars with groups of potential buyers.

This three-month road show was an effective public relations/evange-
lism/education/sales/marketing tool. But it was by working with our part-
ners that we were able to keep interest and enthusiasm high in two ways: By
directly touching our customers, we got the best market impact possible; and
by positively influencing the editorial community, we achieved favorable
product reviews and technology trend articles.

CREATE YOUR OWN REVOLUTION

Yes, this is a wonderful, heartwarming success story, and I'll bet at this point
you're muttering, “That’s great for SuperMac, but we're just a small company.
How could we do all that?” Based on our experience, here’s what I think can
make the difference for any company. (Think of Aldus at the birth of desktop
publishing and MacroMind before multimedia became in vogue.)

¢ Keep your ear to the ground. Watch the industry and other developers—and
Apple—carefully for signs of the next big innovation. Apple has described
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its future technology plans for system software; somewhere in there lies a
tremendous opportunity. Kaleida and Taligent will also provide major oppor-
tunities for innovation and fresh approaches to problem solving.

e When you've got something hot: focus, focus, focus. Don’t try to dilute your
marketing and development efforts by working on several things at once. If
your idea is hot, you'll know it. Focus on that idea/product, and you've got
half the job done.

® Start working on your solution—your products—as early as possible. Before a
new technology is fully introduced and exploited, this may seem risky.
However, the payoff can be really big if you get in on the ground floor with
an innovative, exciting product idea.

 Scrap the not-invented-here syndrome. Find other companies whose products can
take advantage of the new technology and your products. Work together to
create a more complete package to offer users when the technology is
unveiled. You'll be able to combine the ideas, resources, and manpower of
several companies, and together you'll make a bigger splash than any one
company could make alone. Also, take advantage of the various comarketing
activities that Apple offers.

* Put your efforts where you can win. Try to put your efforts and resources into a
venture in which you can become a significant player, preferably Number
One. If you can'’t, then consider not playing or finding another venture. Put
your efforts into products and markets from which you can profit the most.

* Show ‘em you've got sex appeal. Entice the media, analysts, other developers, and
potential customers with well-planned and executed promotions, demon-
strations, and training. Shoot for maximum impact (which doesn’t always
have to mean maximum investment).

* Keep mining the vein. Product introductions are only the beginning. As for
SuperMac, we’re not about to stop mining the QuickTime vein. We will
continue to develop partnerships with innovative software companies and
are looking for more opportunities to leverage the Apple effort. And it goes
without saying—we are continuing to make our video products as innova-
tive and desirable as possible.

See you at the movies!



CHAPTER THIRTY-TWO

Creating a User Group
Marketing Program
That Pays for Itself

By Terry Fleming, Timeworks, Inc.

Terry Fleming is the director of user group services and public relations for Timeworks, Inc., a
developer of desktop publishing products, based in Northbrook, Illinois.

44\ /0U should market to user groups.” You've probably heard it before (over

and over again). Indeed, there have been numerous pitches urging devel-

opers to do so. If you aren’t convinced or you don’t know how to get started,

this chapter is for you. I'll explain why Timeworks made the investment in a

user group program, how it pays for itself, pitfalls we’ve faced, and some tips
about getting started.

WHY A USER GROUP PROGRAM?

For several years, Timeworks has devoted money, time, and other resources to
this activity—for several reasons. Every survey ever done indicates that people
base purchase decisions primarily on word-of-mouth referrals. A user group is
a collection of people who enjoy using computers and helping others use
them. They enjoy sharing information with each other (and with you, if you
ask). By gaining their support, you get the mind share of the largest collection
of purchase influencers in the industry.

The flip side is that you could receive a negative reaction if user group
members don’t like what they see. But in my experience, most groups will be
so darned glad you took a personal interest in them that they’ll love you to
pieces. (That translates to: They’ll be more likely to purchase your product or
service.)

There’s another bonus to working with user groups: The average group
contains a sampling of all the various hardware and software combinations
imaginable. Members cover the entire spectrum of skill levels and groups are
run, by and large, by volunteers. This is a “buffet” of willing beta test candi-
dates who can tie your product into knots, and many of these users have a very
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broad feel for what the market wants. They are very outspoken and will gladly
tell you how they perceive your product, company, policies, your new necktie—
anything you might want to know (and some things you might not).

A PROGRAM THAT PAYS FOR ITSELF

Influencing future purchases is a long-term goal of a developer’s user group
program. In many cases, developers may hesitate to launch a program because
it requires an investment that results in a seemingly intangible, unmeasurable
long-term payback. However, our program gives us long-term benefits but
also pays for itself immediately in a tangible way. Timeworks offsets the cost of
its program by selling products directly to user groups, an approach formu-
lated when we started the program (circa 1990). We analyzed the fixed costs to
visit a user group in person (travel, meals, equipment rental, and so forth) and
decided to offset that by selling products at the meetings.

But beware: There are a host of caveats that accompany this strategy. First,
user groups are all too aware of current retail channel prices—especially mail
order prices. If you decide to sell direct, you must beat the best price they can
get anywhere else, or don’t even bother. After all, you are approaching these
people because they are special customers. Everything you do should rein-
force that. If you can’t (or would rather not) offer a discount, so be it. But at
least don't offer your product at $10 higher than the going street price; this has
a tendency to irritate group members. If you're going to offer a special price,
make sure that it is special.

Avoiding Channel Conflict

Adjusting your selling price for the user group seems simple enough, but what
happens when the local dealer gets wind of it? You're selling your products to
the group for less than a dealer can buy them, a valid concern on the dealer’s
part. At Timeworks we continue to be sensitive to this potential channel
conflict, although we haven’t experienced a problem. When we present a
product to a user group, we generally offer it at about 50 percent off the
suggested retail price. We diminish potential channel conflict by restricting the
special price to that presentation only. Also, just as in direct-mail marketing,
many members will patronize their favorite dealer to buy the product anyway,
which is fine. Our primary goal is to build awareness while providing a low-
cost opportunity for user group members to try our product.

This way, we get both the ongoing, more intangible return on investment
(influencing future purchasing decisions and getting users to tell their friends)
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and an immediate, tangible, and measurable payback that helps defer the cost
of the user-group program.

GETTING STARTED

To help you decide if marketing to user groups is right for you, here are some
things to consider—and some of the pitfalls you'll face—when launching a
user-group program.

* Make the commitment. In our experience, to realize a return on your invest-
ment you must take user groups seriously. Allocate your resources accord-
ing to the level of commitment you desire and to a level that you can support.
For example, it’s easy to make a user-group mailing with the best intentions
and make a host of promises you intend to fulfill. Resist! (Remember the old
saying about the road to hell being paved....) Take it slowly and increase
your efforts with a degree of control. Think of it this way: If you open a
restaurant that can seat 100 people and you invite 1200, it doesn’t matter
how good the food is when more than 100 customers show up.

* Choose the right people. To succeed, you need a person (or staff) devoted
solely to the necessary activities. Timeworks has devoted several full-time
people and the resources needed to support them to work solely with user
groups. The most effective people for these positions are those who can play
multiple roles. They must be able to simultaneously position the product in
the minds of user group members as “something they need” (marketing
director), handle questions about the features and benefits they’ll realize by
owning your product and close the sale (sales manager), fluently compare
and contrast the competition at any level (technical guru), and convey the
enthusiasm of a child at Christmas (little kid). User groups have a variety of
expectations that this person (and your program) must fill. (For more infor-
mation, see “Meeting User Group Expectations” in this chapter.)

Support this individual (or individuals) with administrative back-ups
who are organized and who follow through well, and you’ll make a major
impact. Try to do all of these things with existing, non-dedicated resources
on a part-time basis, and you'll also make a major impact—the wrong kind.

o Allocate adequate resources. Allocate the proper equipment and processes
needed to keep track of user groups and all related information. Managing
the data is an ongoing task. User-group presidents and contacts change
from year to year, as do their addresses and phone numbers. So do factors
such as group size, focus, number of special interest groups, and so forth.
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We use a custom-designed data base that automates the process of
organizing and tracking more than 1000 user groups worldwide. Although
you won't need anything this elaborate to get started, consider future needs
as well as today’s while doing your planning. You'll quickly accumulate
data once you start.

* Plan for demo equipment. When planning your resources and budget, don’t
forget demo equipment. Have you heard that most user groups will provide
equipment for demos—free of charge—and all you have to do is show up?
This is often true, but it isn’t always a benefit. For example, the equipment
requirements to demonstrate a database product will be totally different
from those needed to demonstrate a 24-bit color image-processing program.
If you want to show a QuickTime movie and all they have is an old black-
and-white overhead display panel, you'll need to bring (or rent) your own
equipment. In this case, factor the equipment cost into the overall cost of
visiting the group, plug it into your cost/benefit formula, and see if meeting
with this group still makes sense for you. If it doesn't, it may be better to
avoid visiting this group for now.

* Use outside resources as much as possible. One excellent potential source of
help is Apple. The Apple User Group Connection is a group that is dedi-
cated to working with Apple’s user groups and various professional asso-
ciations. It maintains a database of hundreds of groups across the country
who participate in the program.

e Select target groups and design programs accordingly. Groups come in a variety
of flavors. They have horizontal interests (community groups, for example)
and vertical interests (corporate, education, government, and so forth).
Some are small, some are very large, and you should tailor your efforts
accordingly.

Working with Small Groups

Because we learned early on that it wasn’t economically feasible to visit all
smaller groups in person, we developed the Timeworks’ Ambassador Pro-
gram, which maintains relationships with more than 1000 Macintosh and DOS
user groups. We enlist a volunteer in each small group to be our ongoing
contact. We send that person a copy of our product (which will belong to the
group), literature and support needed for him or her to make a presentation
about it, and order forms to give to group members (who send orders directly
to Timeworks). As an incentive for the ambassador, we're testing a new approach:
After we receive the first order from a group member, the ambassador receives
a free personal copy of our product. The Timeworks’ Ambassador Program
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has changed as we learn from our experiences. One thing stays the same,
however: The program entails a tremendous amount of administrative time
and overhead.

Working with Larger Groups

We do visit larger groups personally because they represent the greater opportu-
nity; we reach more people per presentation and have full control over how the
information is presented. However, they also present the most problems. The
first is scheduling. Because every developer wants to visit them, you may have
to schedule with the larger groups months in advance. These arrangements can be
especially important if you are launching a new product; you'll want to sched-
ule as many user group visits as possible during the first few months after the
intro. If you wait too long, user group members will have already seen and
heard about your product, and your presentation won’t seem as “special.”

However, scheduling is one of the more time-consuming, nightmarish
administrative tasks. Getting onto a user group’s agenda isn't as easy as it
sounds. Here’s why: Most user groups meet once a month. Some meet even
less when a regular meeting day falls on a holiday. Some don’t meet during the
summer, since meeting attendance can drop dramatically due to vacations and
an occasional conflicting tee time. There are only 12 “second-Wednesdays-of-
the-month ” in a year, so you only have 12 opportunities to visit a given group
each year. Add to this the fact that the “second Wednesday” may be the
meeting day for several important groups you want to visit, and the schedul-
ing difficulty increases. Finally, the more established, large, and influential the
group, the more likely it will book speakers eight to ten months in advance.
Commit to the group’s first available date; it’s worth it.

Also, when you're trying to schedule a presentation, you'll sometimes find
that you must share the “spotlight” with another speaker. Don't let that intimi-
date or stop you—it can be a blessing in disguise. Sharing with someone else
serves only to broaden the overall appeal of the meeting and will draw more
people to it. It costs you just as much to talk to 50 people as it does to talk to
150, so look at this as an opportunity instead of a curse. (A major exception
would be when you're asked to speak alongside a direct competitor. In this
case, politely offer the entire spotlight to your competitor because that’s just
the kind of person you are.)

Since most user groups meet in the evening, you can optimize the use of
your travel dollars, too. You can combine other day-business you have in a
given city with an evening appointment with a user group. In most cases,
you’'ll have to arrange the user group meeting first, and then back-fill your
other business around it.
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Another problem with visiting large groups: The equipment necessary to
demo your product for 500 people is usually more sophisticated and demand-
ing than that needed to present to a group of 50.

Finally, while big groups are more cost effective to visit in most cases, I'll
add a caveat to what I said earlier about visiting small groups: Don’t underes-
timate the sales potential of reaching them. We did one presentation for a local
community user group; one member was the director of facilities and systems
for a major national fast-food chain. As a result of our presentation, this person
became a very valuable corporate contact. You never know who you'll run into
when you go to a user group meeting.

MEETING USER GROUP EXPECTATIONS

Meeting a group’s expectations is paramount to a successful user-group mar-
keting program. What do user groups expect from a developer? They expect
fairness, free product, honesty, free product, inside information, free product.
Did I mention free product? Don’t get me wrong; they don’t demand free
product, but they do expect it—much in the same way that people expect you
to dress up for a wedding: You really don’t have to, but it’s considered
disrespectful if you don't.

Be prepared to donate at least one unit of your product to a group.
Obviously, if you're demonstrating a $20,000 color printer, of course you
probably can’t afford to donate one; but if you're showing a $79 software
package, be prepared to give away more than one. The group will raffle your
generous donation at the end of the meeting, and maybe one winner will
review it for the group’s newsletter. If the winner won't be reviewing it,
consider donating yet another copy to the group for review purposes.

User groups also expect you to give a mediocre presentation. What??! I
didn’t say they wanted one, just that they’ve come to expect it. One way to
really distinguish your product and company is to deliver a dynamite presen-
tation. Here are some helpful do’s and don’ts for making your pitch.

* Don't give them an “annual report” on your company. When you present to a
user group, the only person in the room who cares about your company’s
fiscal status or marketing position is you. Leave it out of your presentation.
Let your competitors make this mistake and bore the audience to tears.

® Don't take user groups lightly. These people are on the cutting edge of the
industry. Individually, they may be a notch or two below your best techno-
experts, but as a group they possess more depth of knowledge than you
might imagine. Not only are they knowledgeable about your product—they
also often know your competition and how your product compares as well
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as or better than you do (not in the same marketing/positioning sense as
you’d like them to have, but in the real-world “is-it-really-better” sense). If
you try to buffalo them, they’ll eat you alive.

You have three options: Know what you're talking about; send someone
who does; or at least be humble enough to admit your limitations to them
before getting too far out on a limb. Besides, it’s far better for you to humble
yourself than for them to humble you—which they can.

* Do know your product inside and out. User groups expect this, and you can’t
pull the wool over their eyes. Many presenters seem to know more about
their companies than about the products they present, so you'll be well
served to understand the basics about your product. While you’ll be for-
given if you don’t know about some of its more complex capabilities, if you
don’t know whether it is compatible with a group member’s favorite word
processor (for example), you can kiss your credibility goodbye. Anticipate
that audience members have seen your literature and have read the current
reviews (why else would they invite you to speak?). Read them yourself
and be prepared to discuss anything and everything—good and bad—that
you've read.

* Don't show them products they can’t buy right now (or at least very soon). User
groups expect to see the newest, hottest things, but you should resist the
temptation to show them something that won’t be available for ten more
months. Sure, they’ll gobble it up, but they’ll also be disappointed when
they have to wait to buy and use it. However, if you want to solicit input
about a new or upcoming product, go ahead and knock their socks off with
it (but make its availability or lack thereof clear). Otherwise, leave it in the car.

ARE YOU READY?

In short, if you can answer these questions, you're probably ready to go: Do
you understand your cost/benefit ratio? Is it at an acceptable level? Will you
be doing in-person presentations or establishing some type of remote “liaison”
program such as Timeworks’ Ambassador Program, or both? Will you sell
your product directly to the group? At what price? Are you willing to give
away product to create excitement at a presentation and help seed your market?
At Timeworks, after two years of putting the pieces in place, our user-
group program is ready for a major expansion. Our user-group department is
both a marketing/sales vehicle and a successful profit center. Was it worth the
investment? Absolutely. We can now launch a new or updated product di-
rectly—and affordably—to the most influential segment of our customer base.
Can you afford to market to user groups? Can you afford not to?
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PART NINE
Going Native
with
Global Marketing

Ever considered “going native”? Not in the sense of put-on-a-
grass-skirt-and-roast-a-pig, but rather in the sense of adopting
a point of view from outside your own borders. Here, going
native equates with going global—selling a product outside
your home turf.

Going global isn't necessarily the right thing for every com-
pany. Sometimes it's tough enough just to stay afloat at home.
But it’s important for companies, even smaller ones, to at least
consider the potential advantages of competing outside their
home markets. To show you why, the following chapters de-
scribe the experiences of 11 developers, most of them smaller
companies, who do “the international thing.” This part also
includes insights from two consulting firms who help compa-
nies make the transition into international business.

The first two chapters are case studies of development com-
panies and their common—and not so common—eXxperiences
in competing in the globa] marketplace. Chapter 33, “Interna-
tional Success Stories: How Small U.S. Companies Hit It Big
Abroad,” is about small U. S. companies who compete in other
countries. But for a company based outside U.S. borders, going
global means breaking into the United States (among other
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places). The companies profiled in Chapter 34, “Cracking the
Tough Nut: Adventures in Breaking into the U.S. Market,”
come from that perspective.

By the way, even if you operate only in the United States,
you may not want to overlook Chapter 34. 1 urge you to read it,
especially if you're entering a niche for the first time or are
doing new market development in the United States. Why?
You face many similar marketing challenges at home that off-
shore companies do when trying to break into the U.S. market;
their perspectives and advice may give you some extra insight.
(It's also fascinating to see the U.S. market as it is perceived by
others and what “going native” means to them.)

If you're considering European distribution, you should also
check out Chapter 21, “The Changing European Distribution
Channels: Sorting Out the Options,” in Part V of the book. It’s
packed with information about the nature of European chan-
nels and what channels may be best for certain kinds of prod-
ucts. Italso includes a model that can help you determine what
channels may be right for you.

A final note about the developer stories: Things, as they say,
keep on keeping on. So while the key players in these compa-
nies—and the companies’ international activities—may have
changed since these pieces were originally written, the advice
they share about going native still holds water.



CHAPTER THIRTY-THREE

International
Success Stories

HOW SMALL U.S. COMPANIES HIT IT BIG ABROAD

By David Gleason

David Gleason is a free-lance writer and former localization manager for Apple Computer
Europe. He is located in Palo Alto, California.

LTHOUGH most large, multinational software developers have long been
active in the world market, many smaller- and medium-sized U.S. com-
panies still haven’t stepped into the global arena. The words “global” and
“worldwide” can be intimidating to smaller, resource-limited developers who
understandably are hesitant to cross borders—because of the pressures of
maintaining a successful business in today’s market climate. However, many
small development companies are successfully competing in the international
marketplace. You don’t have to be the size of companies such as Lotus,
Microsoft, or Symantec to compete in the world market, but you should
understand what is involved before making the commitment.

We spoke with some smaller developers and asked them what they thought
made their international forays successful. It was clear from their experiences
that it would be difficult to create a step-by-step how-to formula that would
work for everyone. But they had a plethora of valuable insight and advice to
offer about such important considerations as how they decided to enter mar-
kets outside of the United States; evaluated the opportunities; prepared prod-
ucts for foreign markets; planned a strategy for entering the world marketplace;
and made contacts with international distributors. We hope that some of their
experiences will pleasantly surprise you and prompt you at least to seriously
consider if going global is right for you.

The companies profiled here vary widely in size, product line, and market-
ing and product development strategy. Their experiences illustrate that even a
very small firm can be resourceful enough to create and sell products to
international markets. They also show that although not all products are right
for foreign markets, many kinds of products—such as personal productivity
software, screen savers, optical character recognition software, educational
products, electronic mail modules, and others—do have international appeal.
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EACH IN ITS OWN WAY

Each company successfully found its own path into the larger and more
complex world market. Here are their stories.

PASTEL Development Corporation

In 1991, PASTEL Development of New York City created DayMaker, a per-
sonal information management product. It was initially designed only for the
U.S. market. Some of DayMaker’s source code had to be rewritten to meet
localization requirements.

PASTEL also searched for a way to use its projected international sales to
boost its overall market share and expand product awareness at home. Because
entering foreign markets one at a time wouldn’t yield the needed revenue
quickly enough, PASTEL opted to take a more global approach. PASTEL
International Sales Manager Dale Scoggin says, “I don’t believe in going
piecemeal into one country at a time. Although initially there were a lot of
marketing expenses entailed in a global product launch, they were minimal
compared to the potential return. I feel that international markets can generate
enough working capital to cover the operational costs and finance the steps
you must take to generate more and more domestic sales.”

From its sales office in Foster City, California, PASTEL followed its domes-
tic release of the updated version of DayMaker with a comprehensive, well-
planned worldwide launch; it immediately distributed an English-language
version in 12 countries. Scoggin says, “We timed the international launch to
coincide with the Macintosh PowerBook introduction and positioned DayMaker
as the perfect product to use with the PowerBook to get your life organized.”
By releasing the English-language version of DayMaker in 12 major world
markets, PASTEL quickly captured a significant portion of the Macintosh
market share for personal information management software.

Since its global launch, PASTEL has steadily introduced localized versions
of DayMaker in all the major markets of Europe, as well as Australia and
Japan. It also plans to enter additional countries.

Berkeley Systems, Inc

This Berkeley, California, company is best known for the After Dark screen
savers. It entered the U.S. market in 1986 with computer access software for
the partially sighted. Its first product was inLARGE, a screen magnifier (later
licensed to Apple and included in every Macintosh computer as Closeview).
At the time, it was a small firm composed of only six people.
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Berkeley Systems Public Relations Manager Monica Granados explains,
“The development of our disability products was funded by grants. With
government funding generally being cut, we realized that if we wanted to
keep producing products for the disability market we had to also get into the
mainstream market. So we started the personal products division and created
Stepping Out: The Software Big Screen.”

With the positive reception of Stepping Out, the commercial possibilities
became evident, and in 1989 Berkeley Systems introduced After Dark. Withina
year, the product’s large domestic sales allowed Berkeley Systems to expand in
a way that would have been unthinkable with its smaller, specialized product
line. “We sort of backed into international business,” Granados says. “Follow-
ing the After Dark launch in the United States, we got inquiries from dealers,
international and domestic distributors, and the press. We had always wanted
to get into international marketing, but we felt we were too small to finance it.”

The success of After Dark made international expansion too tempting to
ignore. Berkeley Systems International Sales Manager Ann Crampton was then
hired to expand the international program. She explains: “We had arrange-
ments with distributors to sell Stepping Out II in Australia, Japan, and the
UK., and they picked up After Dark. With all the press coverage we received
for the domestic product, all our distributors wanted to carry the product. So
we just added it to our existing contracts.”

Since releasing the English-language version, Berkeley Systems has local-
ized After Dark into several languages, including Japanese. It works with
distributors in Canada, Japan, Mexico, Australia, and nine European coun-
tries, including the United Kingdom, Germany, and France.

After Dark has been very successful at home and overseas. The company
attributes a good part of that success to the built-in appeal of the product, its
affordable price, and the introduction of low-cost color Macintosh computers.
“As a screen saver, After Dark is useful, but it’s also a product that users can
just enjoy,” says Crampton. As a low-cost product, After Dark offers too low a
margin for some international dealers to sell, but the new trend to “superstores”
that sell many products has increased distribution in the United States, Eu-
rope, and Japan. International sales of After Dark through distributors now
accounts for approximately 15 percent of the company’s total business—and
the company has since grown to more than 70 employees.

Key Curriculum Press

This education developer, located in Berkeley, California, is a 25-person com-
pany that publishes mathematics materials for use in schools. It produces a
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wide range of education-related materials, including textbooks, workbooks,
and video products; software represents about 20 percent of the product line.
Key Curriculum’s Macintosh product, The Geometer’s Sketchpad, is a product
that helps students visualize complex mathematical principles.

President Steve Rasmussen found that his motivation for expanding beyond
the United States had more to do with his overall philosophy and long-term
goals as an educational products publisher than with the compelling forces of
the marketplace. He says, “In the long run, we think that strong international
contacts will allow us to strengthen our products and keep us aware of inter-
national trends that we could use in developing products for the United States.
So, our number one goal in establishing international distribution was to
create some international educational ties, to take part in an international
education idea exchange. Goal two was to generate moderate income from
international sales that would not require a large amount of additional work,
in terms of human resources, on our part.”

Key Curriculum chose markets that were appropriate for its goals. “We
sell most of our product line in Australia, because in the area of mathematics
materials there is a growing exchange between educators in Australia and the
United States. We have also established a distribution and localization arrange-
ment in Japan. We've identified ideas and materials that we want to import
from those countries during the next couple of years. In turn, our presence and
contacts there will allow us to move into more extensive kinds of business
relationships that will potentially allow us to export more products and grow
our business,” says Rasmussen.

Attain Corporation

Located in Somerville, Massachusetts, Attain is the maker of In Control, a to-do list
manager. (The founders of Attain created the original version of FileMaker,
which it sold to Claris Corporation.) Attain has five employees and is approaching
$1 million in annual revenue from In Control. The company is targeting
approximately 40 percent of its total revenue to come from international sales.

Vice President of Sales Jeff Hulton says, “Based on my 11-years’ experience
in international software distribution, I am convinced that a company like ours
can no longer succeed without international sales.” Although Hulton knew
that Attain had to pursue international markets, the issue was determining the
best approach. “Our process for selecting markets was opportunity driven, as
is the case for many small companies. We did not have the luxury of sitting
back and deciding, in a completely orderly fashion, which market to enter
first. We started in the United Kingdom and Australia because there the cost of
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entry was lowest, and we were approached earlier by distributors. Then came
Germany because we found the right distribution partner there,” says Hulton.

Caere Corporation

This Los Gatos, California, company produces a number of software products,
including the optical character recognition (OCR) products, OmniPage and
OmniPage Professional. From the start, Caere’s approach has been to build
products that could easily be modified for international markets. (For more
information about this kind of approach, see “Developing An International
Product—From the Start” later in this chapter.) Caere began its international
efforts by introducing an internationalized English version, and it later released
localized versions into each country. Because OCR software reads characters
that are scanned into a computer file, Caere decided that the OmniPage prod-
uct could easily work with other languages that use the same Latin-based
alphabet, such as French, German, and Spanish.

Caere Distribution Manager Matt Miller explains: “Right from the start,
we wanted a product that was suitable for the international market. So we
made sure that it supported 13 European languages. In OCR, that is very, very
important.” With its standard OmniPage package, Caere provides filters that
allow a user to scan and read text in any of those languages. Having European
language support already built in to the OmniPage product was a big asset
when Caere began to create localized versions, because all of the OCR capabil-
ity for that language was already in the product.

Europe was the obvious first choice market into which the company could
expand. Caere Director of International Markets Larry Lunetta says, “Western
Europe is an excellent first market to attack. Distributors there understand how
most United States companies do business. And in Europe, because of the proxim-
ity of the markets, you can visit and work with a lot of them more efficiently,
whereas in the Far East, you must travel thousands of miles between Australia,
Hong Kong, Singapore, and Japan. Plus, right now there is a much larger
Macintosh population in Europe than there is anywhere outside the United States.”

This doesn’t mean that Caere has avoided the Far East. Currently, full OCR
capability on personal computers is unavailable for the Japanese market. Such
technology requires far more processing power than is currently cost effective
because of the enormous number and complexity of characters in Asian lan-
guages. (For more about Japan, see “[Just a Few Words About] Cracking the
Japanese Market” later in this chapter.) Instead, Caere found a niche market in
Japan for English-based software. “The Japanese obviously do a lot of business
in English, so I think there’s a growing market: Japanese companies who need
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English-based tools, such as OCR, and also U.S. companies who are doing
business in Japan,” Lunetta says. “Caere products have been selling quite
successfully in Japan, in conjunction with another company’s product that
translates Roman characters into Kanji.”

As of 1991, Caere’s international sales had grown to 39 percent of total
revenues. The company is adding new countries in Latin America and is
investigating opportunities in Eastern Europe, including those countries that
speak Cyrillic-based languages such as Russian, Ukrainian, and Bulgarian.

CE Software

This West Des Moines, Iowa, developer currently derives about a quarter of its
revenues from international sales. It manufactures a range of products, such as
QuicKeys, DiskTop, CalendarMaker, and Alarming Events, but its best-selling
product is QuickMail.

CE Software was convinced to begin international expansion with a 1988
trip to Europe sponsored by the United States Department of Commerce
(DOC). (For more information about how you can take advantage of the
DOC'’s help, see “The Commerce Connection” later in this chapter.) A local
DOC representative advised CE Software to participate in a trip to London via
a “matchmaker program” that was designed to introduce American compa-
nies to European distributors. CE Software International Product Manager
Paul Miller explains, “We said to him, ‘We have seven people in our company,
and you want two of us to go to Europe for two weeks? We can’t keep up with
demand in the United States, so why should we consider international busi-
ness?’ His response to us was, ‘The United States isn’t always going to be your
strongest market. If you start doing international business now, it will be
much, much easier as you continue to grow.””

Also, CE Software has many corporate accounts, and it discovered that
many of its U.S-based customers wanted CE Software products, services, and
support at corporate sites around the world—a discovery that helped CE
Software accomplish international expansion.

On that first European trip, CE Software met with people who would later
become its distributors for France and the United Kingdom. It now has dis-
tributors in Japan, 14 European countries, Australia, and Mexico.

Each of the just described companies has successfully introduced products
in foreign markets. Although they’ve all experienced problems and unex-
pected roadblocks, each has found its own, often innovative, path into the
world market. But they all had two things in common: an incentive to go
international, driven by an awareness that the marketplace favors those who
do so, and the right product to sell abroad.
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ENTERING THE WORLD MARKET: INCENTIVE AND IMPERATIVE

Truly, national market boundaries have grown increasingly penetrable. “Trade
borders” are dissolving, markets are expanding, and buyers are demanding
more and more diversified products. The EC market, the enormous Japanese
market with its seemingly endless appetite for software, the quickly expand-
ing economies of the Far East, and the recovering economies of Latin America
all offer opportunities for sales and expansion that very few U.S. companies
can afford to ignore.

Furthermore, in recent years as the recession has taken a toll in the United
States, many businesses have found that overseas sales have helped keep them
afloat. Some experts speculate that the United States and international markets
tend to expand and contract in somewhat staggered cycles. Therefore, some
businesses have found that a slowing domestic demand for their products can
be offset by increased international demand, thereby allowing their companies
to survive and even to grow during hard times at home.

Today, almost half of Apple’s total revenues come from outside of the United
States. Several things are contributing to Apple’s global penetration. There is a
large number of localized versions of the Macintosh system software currently
available. Furthermore, System 7 includes built-in globalization features such
as TextEdit and the Script Manager that make localization into non-Roman lan-
guages possible. Also, the WorldScript system software, first incorporated into
System 7.1, provides for a single version of the Macintosh operating system to
support multiple (and double-byte) languages, including Japanese, Chinese, and
Korean. In fact, System 7.1 was the first version of Macintosh system software
that could be universally used by Macintosh computers in every country.

Apple also has a business services person assigned to seven regions around
the world to assist developers in entering foreign markets. Apple will continue
to provide products and services to encourage and assist you in the localiza-
tion and distribution of software globally. Therefore, the incentive for develop-
ers to at least consider going international is there: The huge, developing
world marketplace is far from saturated with many kinds of products—and
the Macintosh installed base and its international features are in place to
support your products. The imperative is also there: Companies that don’t go
global may be left behind by competitors that do.

MAKING THE BIG DECISION

The process of moving into global markets has been different for each devel-
oper. But they all started with the same first step: making the big decision to go
international. As PASTEL's Dale Scoggin states, “It can be a tough decision.
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Going global changes a business entirely. The whole organization has to
change—the company structure, organization, everything.” Not every com-
pany wants the change, some don’t have the resources to handle a global
expansion, and not every product has international appeal. You should take a
long, hard look at your goals, products, and resources to decide if going
international is right for you.

It's particularly important to evaluate your product’s international appeal.
Is it exclusively U.S.-focused? Does it make assumptions about language,
currency, customs, or behavior that are exclusively American (or Western)?
Are foreign markets already flooded with similar products that are locally
produced and thus less expensive to manufacture and market? Also, because
the international marketplace is constantly changing, consider what your
product’s appeal might be several years from now: Will it still meet users’
needs, or will it be rendered obsolete by new developments in software design,
marketing, or changing consumer tastes?

Even if you have the right products, there are other key considerations. For
example, unless your home office is well managed and your product develop-
ment is on course, your company will face even more pronounced crises and
difficulties if you decide to expand. Therefore, it's important to take a candid
look at your company and make certain that you are not jeopardizing domes-
tic operations by expanding internationally.

If you determine that you can support international expansion and that
your product is right for non-U.S. markets, the next step is to make the
commitment and create a plan to do it right. Your overall business plan must
be altered to include international operations. It should forecast for several
years, and thus should include plans to periodically reevaluate and, if needed,
restructure your foreign operations.

Experienced developers also warn against the natural inclination to ini-
tially focus on sales quotas. Your international effort should focus on busi-
ness/market development. To be successful in the long run, first you must
focus on establishing and building the market for your products.

Furthermore, veteran international developers suggest that you assign a
person to perform the international function. Don’t make it a part-time job for
someone who has other responsibilities; if you do, you'll set yourself up for
failure right from the start because the effort needed to establish, develop, and
nurture international business is tremendous.

ORGANIZING YOUR APPROACH

As you can surmise from the experiences of the companies mentioned earlier,
there are many ways to enter a foreign market. The two main strategies are to
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launch products concurrently in several markets—the global approach—or to
enter markets one at a time as opportunities present themselves. In either case,
success depends on having an open mind about and awareness of the oppor-
tunities for international expansion; you must also be poised to capitalize on
them when they appear, that is, be ready for and responsive to opportunities.

The Global Launch

Conducting a global product launch allows you to implement your strategy in
an orderly fashion and at a pace that you, not the market, dictate. Although
you may be able to launch globally with both localized and English-language
products, most often companies entering new markets first release an English
language version in a number of major markets, perhaps a dozen or so.
Gradually, these companies prepare localized versions for each major market;
they then create versions for additional markets as they generate revenue.
Often, a convenient time to launch globally is a few months before a major
trade show, such as Macworld. This gives you a chance to meet distributors
from all over the world, demo your product, and set up further distribution
contacts.

PASTEL created a product release plan to leverage two closely timed
events that would help promote DayMaker: Macworld in San Francisco and the
Macintosh PowerBook introduction. PASTEL launched the English-language
international version simultaneously in the United States, ten European coun-
tries, Australia, and Japan. Since then, it has released localized versions in all
those countries and is steadily adding others, including Mexico, parts of Latin
America, and the Middle East.

“The global launch process,” says PASTEL's Scoggin, “was relatively
straightforward. First, we set up meetings at Macworld with potential dis-
tributors. Then, to develop interest we showed them demos and explained
how well our product was doing domestically. This allowed distributors to
visualize their being able to sell the product in their own markets.” It also gave
PASTEL a chance to hold a large number of face-to-face meetings in a short
time span, which accelerated the process of setting up distribution partner-
ships in many countries. In addition to finding distributors at Macworld,
PASTEL evangelized DayMaker to Apple personnel. “Right after Macworld,
every third-party marketing manager at Apple got a copy of DayMaker, a
promotional brochure, and a letter of introduction from us. Creating advocates
at Apple really helped to spread the word,” says Scoggin.

PASTEL's success would not be easy to duplicate. Not every product
release can be timed with Macworld or a similar event, and not every com-
pany can move into several markets so quickly. However, the PASTEL model
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is a good example of the method, scope, and timing of a global product launch.
And as you can see, a global launch is within reach for even a small company.

Editor’s note: For a discussion about the dynamics of conducting a global product
launch, see Chapter 35, “How to Approach a Global Product Launch.”

One Market At a Time

While a global launch strategy can work for a smaller company, many developers
prefer to approach markets one at a time. This might mean targeting large,
mature English-language markets such as the United Kingdom, Australia, and
Canada. (However, don't forget that although those countries speak the same
language, there are subtle nuances in the use of the language and also vast
cultural differences to consider when preparing your advertising, promotion,
and other marketing materials.) These markets also have software distribution
systems that combine characteristics of European and U.S. ones, making your
search for distributors who understand your needs and expectations relatively
easier than in other parts of the world.

Key Curriculum chose this approach. “Because our product is in English,
the first thing we did was identify places where we could market it with the
least additional effort. Australia and New Zealand were the first markets for
which we found distributors, and we also made contacts in the United Kingdom
and Canada,” says President Rasmussen.

DEVELOPING AN INTERNATIONAL PRODUCT—FROM THE START

How you approach markets is important, as is having the right product for
international markets. But that’s just the beginning. Most companies have to
make at least some product changes to move into foreign markets. However, if
you plan your product for global distribution from its initial design, you'll
greatly increase your chances of success and reduce revision costs and time
when you enter new markets. (Even if you don't at first anticipate going
international with a product, things do change, and you’ll probably be doing
yourself a big favor if you at least consider potential international markets
during product design.)

An excellent first step is to study the Guide to Macintosh Software Localization,
available from APDA or your local bookseller. By following Apple’s guide-
lines for localization, you can avoid time- and resource-consuming changes to
source code. Putting text strings in resources, allowing room for double-byte
characters in menus and dialog boxes, and using international resources for
date, time, and currency are basics that you should follow, even in the proto-

type stage.
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Localization can be expensive, especially when the costs are multiplied by
the number of markets you enter. Every hard-coded text string can either
cause an error or require recoding for each market. It’s better to do it right the
first time, then you don't have to worry about the multiplication factor. Caere
Distribution Manager Matt Miller suggests, “Make sure that your product can
be easily translated. That will affect how you develop source code and also
how you write your product manual. The manual must be well written and
concise because translation is not inexpensive.”

Also, when launching a product, your attention is focused on getting the
product out the door. But the little time and effort it takes to follow the Apple
coding guidelines can yield marketing benefits that you may not foresee. For
example, while doing a QuickMail demo in Europe, CE Software learned
exactly what its programmers had done right. CE Software International Prod-
uct Manager Paul Miller explains, “At a trade show in the Netherlands, a
gentleman asked, ‘Will QuickMail run in Arabic?’ We had no idea. He told us
he had the Arabic Macintosh system software with him and asked us to try it.
Our president, Richard Skeie, and I went into the exhibit hall after hours,
loaded the Arabic system, and our product worked! We were using part of the
Script Manager support, but basically, we used TextEdit.”

Even if you plan to market only the English-language version of your
software in other countries, avoid the temptation during early design to neglect
features that will let your product accommodate multiple languages. If you do
so, you may have to pass up a promising market opportunity later on—or
spend a lot of money revamping your product.

FINDING THE RIGHT DISTRIBUTOR

Finding a distributor for your products is probably one of the biggest chal-
lenges you’ll face when launching a product in other countries. You must find
a distributor located in the target country who knows the market, has a dealer
channel for distributing products and, if needed, can provide service and
support. There are many ways to meet distributors, such as attending trade
shows, hiring specialized consultants, and using resources such as the Soft-
ware Publishers Association. All but one of the companies interviewed here
said they relied heavily on trade shows for making contacts with the key
distributors in various markets.

The Trade Show Connection

Trade shows are an excellent, cost-effective place to make contact with poten-
tial distributors. At the major computer trade shows, distributor attendance is
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high; with a relatively low investment you can meet with many of them face-
to-face, demo your product, and discuss your goals and intentions and learn
theirs. At that time, you can also discuss follow-up visits to their home offices
and to dealers in their home countries. This will allow you to learn the market
and understand distributors’ concerns, problems, and advantages before you
sign a contract.

PASTEL Development Corporation was able to capitalize on the large
turnout of distributors at Macworld, where it launched the international ver-
sion of DayMaker. The constant flow of meetings also allowed PASTEL to
meet many potential distributors at once and compare them to each another.
That way, PASTEL was able to add distributors during the course of the
conference—a critical component of their plan for a rapid, worldwide product
launch. Otherwise, they would have been compelled to travel widely to meet
distributors in their home countries, and the signup process would have
stretched over a period of months. “At Macworld we were booked solid,”
explains PASTEL's Dale Scoggin. “And as word spread, our meetings were
constantly being interrupted by people wanting to schedule more meetings.”

Also, distributors who are present at trade shows can see the excitement
your product generates among the software-savvy public. That can convince
them to carry and push sales for your product. For example, everyone at
Berkeley Systems hoped that After Dark would be a runaway hit in non-U.S.
markets, but unique modules such as Fish! and Flying Toasters have to be seen
in action to be appreciated. “One thing that helped us,” explains Berkeley
Systems’ Ann Crampton, “was attending the foreign trade shows. We even
exhibited at CeBit in Hannover, Germany, which was attended by 650,000
people. When they see our booth, the big distributors at first say something
like, ‘Oh, a little screen saver, isn't that cute?’ Initially, they are unable to
conceive the volume business that they could do with a product like this. And
then they stop and say, ‘Wait a minute, you're exhibiting at CeBit? With a
screen saver?!’ Then the potential of what we’ve got to offer dawns on them.”

The Perfect Distributor?

It isn't a trivial task to find the “perfect” distributor in any market. Indeed,
there may be no such thing. Distributors’ range of services and expertise vary
widely by country, market, and the distributor itself. Obviously, there are
many, many considerations when it comes to choosing the right distributor
and deciding what you want in one. However, the most important points to
take away from this are the need to enter the relationship knowing exactly
what you want and to treat your distributor as a partner in your success. For
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example, Scoggin of PASTEL says, “A key element I look for in a distributor is
that it add value, instead of being only a box mover.” For PASTEL, the dis-
tributor must play an aggressive and intelligent role in generating business in
the overseas market.

Key Curriculum’s Rasmussen agrees saying, “A perfect distributor for us
is one who minimizes the impact on our company in terms of developing
business abroad. As a small company, we have our hands full addressing U.S.
product demand. If we can find partners who are experts in their own mar-
kets, who can minimize the overhead for us to enter those markets, then that’s
an ideal partner for us.”

CE Software values having a solid relationship with a distributor, so it
spends time coming to an understanding and mutual distribution agreement.
CE Software International Product Manager Paul Miller says, “It’s not only the
distributor working for us, but we work for him, as well. With one of our
distributors, we actually sat and talked about the philosophy of distribution. It
turned out that this company had the same philosophy we did, so it was a nice
match. And this is important because, obviously, European philosophies can
be different than American ones. And in the Pacific, you also run into differ-
ences such as in business structures. If you can start with somewhat the same
philosophy, you've got a groundwork that you can build on.”

Indeed, most companies mentioned in this chapter felt that the essence of a
successful relationship is obtaining the distributor’s “mind share” so that it is
able to concentrate efforts on promoting your product. According to CE Soft-
ware Executive Vice President Ford Goodman, “A key is to have a distributor
who bases a fair amount of its business on the success of your product line. If
I'm one percent of somebody’s business, then it’s pretty unlikely that I'm
going to be an important partner to him. If it’s 10 or 15 percent, then it’s a
different ball game. That’s not to say that it's the only factor; certainly, we have
distributors that are bigger, and they do a great job for us. But it is a key factor,
particularly when you are developing a true partnership.”

WORKING WITH DISTRIBUTORS

Maintaining good, mutually profitable terms with distributors can often be the
most difficult part of the process—one where small, inexperienced companies
get into trouble. It would require a separate chapter (at least) to cover all the
issues. The companies mentioned in this chapter offer two key pieces of
advice: Keep costs down when localizing, and give your distributor an incen-
tive to market for you.
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Keep Costs Down

A U.S.-based product is always at a disadvantage to any locally produced
product overseas due to costs of localization, transportation, communication
with local dealers, and so forth. If you don’t localize, your English-language
version will almost always have less appeal to local customers; in fact, in
France, many products cannot be sold unless they are localized into French.
When you do localize, someone inevitably incurs additional expense that
is then passed on to either the distributor or consumer. “You must find a way
to pay for the development cost up front so that your partner is not motivated
to spend time and effort recouping those expenses,” advises Attain’s Jeff
Hulton. “Make sure that distributors are motivated to achieve market share for
you. Get the cost of translation covered up front, and then get it out of the way.”

Give Distributors an Incentive

Any distributor, no matter how large or small, veteran or just starting out,
needs an incentive to sell and market your product aggressively. Everyone
whose product it carries will want full-time attention. You can help provide an
incentive to push your product by thoroughly educating distributors about
your product’s advantages. They will understand this best if they know your
product well. Remember, the distributor will have to convince not only cus-
tomers but also dealers of your product’s value. So the education must start
with your teaching the distributor.

Attain’s Jeff Hulton says, “The history of the personal computer business
is littered with relationships that were created just to get a foreign language
product out the door, with little attention paid to how that partner would
achieve sales for you. The result is a relationship where your partner recoups
costs by increasing the product’s price by 20 to 30 percent.” Often, a promising
deal later goes sour because of unforeseen costs. “ The result,” says Hulton, “is
that you end up buying them out two or three years later just to regain
control—after the market for your product is destroyed.”

Caere decided to find a way to keep its costs down and still offer an
incentive to distributors. “We said, ‘We'll sell you OmniPage at the U.S. sug-
gested retail price and let you set the retail price for your country. You pay all
the marketing and translation costs, but we maintain ownership.” So we both
invested a lot into the process, and the distributor in turn felt it had a strong
interest, a strong ownership,” says Caere’s Matt Miller. “And we also told
them that because the semi-exclusive relationship was probably going to last
at least two or three years, it would give them a window of opportunity to
create the market. Almost all of our distributors recognized the opportunity
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and right away translated the product and our ads and ran them in their
market’s publications.”

Similarly, PASTEL worked out a plan to generate demand for its product
with the English version; the plan provided an incentive for distributors to sell
the English version and subsequently generate demand for the future local-
ized versions. Dale Scoggin says, “Because there weren’t that many localized
personal information management products in international markets, I saw
that if we ‘packed the channel’ with the English-language product—got it into
distributors” hands—we’d create enough demand to then move the localized
product as well—and become a leader in the international personal informa-
tion management market. So we promised distributors a possible upgrade
from the English to the localized version, based on an individual discount plan
for each distributor.

“We also worked it out so that the distributor contracted the localization out to
a translation company in its own country, so we didn’t have to pay for it directly.
That was important for us as a small company that can’t afford the capital
outlay. We gave the distributor a discount on an order of international product.
So, for example, the first time the distributor orders the German product, we
give a discount to help offset localization costs. It’s a good deal for all of us.”
He admits that such a plan reduces the developer’s control over the localiza-
tion process and requires a strong and reliable distributor to do the job right.

In any case, when working with overseas distributors or even on your
own, don't forget to get expert legal advice about import/export require-
ments, trademark and copyright protection, and other such important matters,
which can vary from country to country.

USE AVAILABLE RESOURCES

There are a variety of resources developers can tap into to move to global
markets. The developers mentioned in this chapter urge other developers not
to overlook one obvious source: Apple. With business services managers in
every region, in many circumstances Apple can help provide marketing re-
sources, market data, and most important, key contacts with international
distributors, dealers, and other developers. Apple can assist by helping you do
such things as sort out the good from the less desirable distributors. If you've
worked closely with Apple before, you may also be able to use Apple people
for references during the process of finding and working with a distributor. In
any case, the earlier you can get Apple involved, the more it can help you.
On-line services, such as AppleLink, can be excellent resources for getting
information about international opportunities. We strongly recommend that
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before you contact Apple you review the international information available
on AppleLink. Apple also publishes a variety of articles, brochures, and other
materials about a variety of markets.

The Commerce Connection

Another important resource is the United States Department of Commerce
(DOC). A good example of what this resource can offer developers is CE
Software’s experience. That company took advantage of an offer by the local
office of the United States Department of Commerce (DOC) to attend a trade
seminar in Europe. It was part of a “matchmaker” program, one of an ongoing
series that brings together American manufacturers and non-U.S. distributors.

A DOC officer located in Iowa, home of CE Software, strongly suggested
that CE Software participate in the program to start doing business in the
United Kingdom. Despite concerns that it was spreading resources too thin by
sending two people to Europe for two weeks, CE Software conceded. It was
rewarded for taking what it had perceived as a risk.

According to CE Software’s International Product Manager Paul Miller,
the matchmaker program was “basically a consulting relationship, where the
DOC advised us on how to get started overseas. It ingrained in us very
strongly what our expectations should be. For example, they said, ‘Don’t plan
on setting up partners your first week in the United Kingdom; in some cases,
you'll have to make a couple of trips and just initially meet with the distribu-
tors.” They taught us that the European and Japanese business culture requires
making friends first, before you actually do business. You're on their turf, so
you learn to do business the way their culture does it. For example, in Spain or
Italy, you don’t do business at two o’clock in the afternoon.”

Miller recounts his European experience: “We ended up with 60 or 70
meetings during that one week. The first day we were in London, after the
meetings were over Richard Skeie, our company president, said, ‘If nothing
else, we've had enough meetings now to already have paid for the trip, in
knowledge gained.” The third day, our comment was, ‘Now we’ve had so
many meetings that we're totally confused.””

Despite CE Software’s initial concern, the trip was so valuable that Miller
says, “Any domestic company that is not utilizing the capabilities of the U.S.
Department of Commerce ought to be. If nothing else, you get tremendous
information about foreign copyright policies, export requirements, and legal
issues; we also get continuous reports from the DOC.” And, the shove from the
DOC into the international sphere was what CE Software needed to get started.

CE Software is not the only developer to be approached by Commerce for
such a program. According to Caere Distribution Manager Matt Miller, “The
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U.S. Department of Commerce contacted me about two years ago; it had been
contacted by the Ministry of Trade in Japan, as part of the effort to help rectify
the balance of trade between the United States and Japan. They wanted to
bring 30 or so U.S. software manufacturers into the Japanese market. The DOC
told us, ‘We want to have a small, table-top trade show and bring in key
Japanese distributors, corporate accounts, and resellers; we’ll have you meet
them and help match you with the right partners.”” Caere participated in the
trip, and Miller says, “We went over there and had six fully packed days with
business dinners at night, hosted by the Japanese Ministry of Trade. Our cost
was $2,000 plus travel expenses.”

Caere Director of International Markets Larry Lunetta adds, “If you say to
the Department of Commerce, ‘I don’t have a distributor in this particular
country,” it will package your marketing material and, for a nominal fee, will
send it to the person who runs the trade desk in the U.S. embassy in that
country. His or her job is to make your material available to potential distribu-
tors and see if one of them is interested in picking up your product.”

The U.S. Department of Commerce will not take the place of your interna-
tional sales and marketing staff, but with the right contacts and opportunities,
it can help you get started in foreign markets by applying the enormous
resources of the United States government. For more information about the
expert assistance available from a variety of federal agencies and the Depart-
ment of Commerce, call (800)USA-TRADE.

(JUST A FEW WORDS ABOUT) CRACKING THE JAPANESE MARKET

Finally, no discussion about going international would be complete without
saying a few words about the Japanese market. The western image of Japan is
often one of a closed society, hostile to foreign trade and controlled by a closely
knit association of the Ministry of International Trade and Industry (MITI), the
huge Japanese banks, and the industrial cartels. This common anxiety is com-
pounded by the fact that distributors in Japan tend to be very large organiza-
tions, often subsidiaries of the huge Japanese global corporations. Doing
business with them can be both confusing and intimidating.

In fact, books have been written on the subject. But even small developers
can crack the Japanese market, as evidenced by the experiences of the compa-
nies mentioned in this chapter. Indeed, experiences at Macworld Tokyo and
other meetings have shown developers that the Japanese market is hungry for
software.

But the thought of doing business in Japan can be intimidating, at first. At
the very least, say developers mentioned in this chapter, many American
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companies are made uneasy by the cultural and linguistic differences between
the United States and countries such as Japan. But by learning the cultural
expectations of your potential Japanese partners, carefully considering the
Japanese market’s needs, and then examining your product’s distinguishing
characteristics, you can often find unexpected opportunities.

Key Curriculum President Steve Rasmussen explains how Apple Computer
worked with him to get established in the Japanese educational software
market: “Through Apple, I established a relationship with a Japanese distribu-
tor who was focusing on the education market. These contacts started with
correspondence and an AppleLink discussion; then at some point, we estab-
lished personal contact. “In Japan, personal contact is very, very important in
establishing a relationship. We spent some time meeting with distributors who
were here from Japan; that personal relationship and understanding, I think,
were important in establishing the dialog that lead to the localization of our
product.”

As with distributors anywhere, in Japan it is important to negotiate spe-
cific, mutually acceptable terms that include all the localization steps and
other necessary tasks that prepare your product for the competitive Japanese
market. “If you sit down and work out the details, you can create really good
guidelines as to who does what,” says CE Software International Product
Manager Paul Miller. “Our distributor in Japan actually sent a programmer to
our offices to assist us. The main area we had trouble with was printing
capabilities. As we worked with Kanji and its two-byte characters—our
QuickMail product didn't initially provide for that—they had to come in and
modify some code.”

In considering the Japanese market, CE Software identified and exploited
an unexpected sales opportunity. Executive Vice President Ford Goodman
says, “We had an advantage because Apple released the Japanese version of
the system (Kanji) in the United States and Canada, where there are large
Japanese-speaking populations. So we do have additional sales of Japanese
versions in these locations.” By selling Japanese versions of their products
through U.S. and Canadian distributors, CE Software was able to increase its
overall sales of these products and help recover localization costs.

A common advantage for Macintosh developers is the consistency of
Macintosh system software, which offers benefits for the Japanese market
where many players are contending with a wide range of operating systems.
“The PC side of the house is very fragmented,” says Caere Director of Interna-
tional Markets Larry Lunetta. “There are multiple platforms, multiple operat-
ing systems, and various environments to develop in. Furthermore, you can
have multiple types of operating systems running on a single system, such as a
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NEC machine. And even for Windows, there’s a Windows for NEC, a Windows
for Fujitsu. Apple is nicely homogeneous there.”

YOUR FUTURE MAY BE AT STAKE

Despite the risks and potential difficulties, the motivation for even small
companies to at least consider going international has never been greater. In
fact, some feel it is more than important; it is imperative. Attain’s Jeff Hulton
sums it up: “Start today. Get going before your competitor does. And remem-
ber what an Apple executive once said—you should reinvent your future
before someone else does it for you!”
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CHAPTER THIRTY-FOUR

Cracking the Tough Nut

ADVENTURES IN BREAKING INTO THE U.S. MARKET

By Dee Kiamy, Open Door Communications

Dee Kiamy is president of Open Door Communications, a strategic communications consulting
practice located in San Jose, California, that serves high-technology and entertainment
companies. She also developed and edited this book.

HE U.S. market. Hmmm. It's a tough nut to crack, as they say in America. It

would be misleading to tell you that breaking into the U.S. market is
simple or straightforward, or that it’s like anything else you've ever tried. It’s
not. The country is large, the competition fierce, the number and kind of local
products vast, and the distribution channels complex.

However, it may be a mistake to summarily discount the notion of crack-
ing the U.S. market. Bear in mind that because the overall market is so large, it
may be worth the perceived risk if you can become even moderately success-
ful there. Furthermore, some companies feel that doing business in America
helps boost their home-country credibility; these developers say they are
perceived at home as being more profitable and stable if they are successfully
doing business in a country as large as the United States.

Several non-U.S. developers (even very small companies) are witness to
the fact that breaking into this market isn’t out of the question if you do your
homework, take time to understand the cultural and business dynamics of the
country and its market—and adapt yourself accordingly. To help you weigh
the issues and better understand what it takes to be successful in the United
States, I spoke with four companies—ACI, InterOptica, Logal, and Blyth Soft-
ware—about their experiences in cracking this nut. First, I'll cite a brief history
of each company’s efforts to break into the U.S. market, and then describe
some of the advice they offered.

COMPANIES THAT HAVE MADE IT IN THE UNITED STATES

Here are the stories of four companies, each of which has overcome its own set
of odds and challenges to crack the U.S. market.
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Logal/lsrael

Logal is an education software developer that successfully entered the U.S.
Macintosh market in late 1990. Today, the 30-employee firm sells a lineup of more
than 20 products in the United States, including such titles as the Explorer
series (including Physics Explorer, Biology Explorer, and Geometry Inventor)
and the What's the Story? series. Currently, about 40 percent of Logal’s total
revenues come from sales to U.S. customers.

Getting started in the United States was a long process for Logal that
began in 1987 when a group from the Boston Science Museum visited Israel.
After seeing demonstrations of Logal’s PC-compatible education products, the
museum invited the developer to make a presentation in the United States to a
select group of Boston-area publishers and university professors. Despite its
efforts at that time, Logal was unsuccessful at establishing a U.S. publishing
and distribution arrangement for Step (an early incarnation of the Explorer
series). However, two years later, the Cambridge, Massachusetts-based re-
search and development specialist BBN—which had experience in the U.S.
education market—pointed out that Logal had a “great idea, great product—
wrong machine” and suggested that the developer rewrite the application for
the Macintosh.

Being a small company with limited resources, Logal was forced to find
creative ways to fund porting its product to the Macintosh. It applied for and
received a design and development grant from the Bird Foundation, an indus-
trial research and development foundation that funds up to 50 percent of
qualified joint projects between Israeli and U.S. companies. By 1989, the
Macintosh product was ready to ship, and Logal and BBN signed an agree-
ment with Sunburst, an American firm that would publish the product in the
United States. BBN acted as consultant and codeveloper, and Sunburst as the
U.S. publisher.

Sunburst provided Logal with guidelines for localizing the product for the
United States. In late 1990, Sunburst began marketing this product as Physics
Explorer-Gravity under its Wings For Learning name. The product has been
sold mostly by Sunburst through mail-order catalogs. But now, Logal is con-
sidering expanding its U.S. distribution.

ACI/France

ACI, the French company that produces the well-known 4D database application,
began its U.S. success story in 1987, just two-and-a-half years after becoming
established in France. Prior to that, says CEO Maryléne Delbourg-Delphis,
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there had been no successful database application for the Macintosh and no
U.S. distributor interested in such a product.

However, in 1987 the Macintosh market expanded and market interest in a
variety of Macintosh products, including databases, began to grow. Because
Apple showed a strong interest in 4D (and after a U.S. firm offered to purchase
it), ACI felt the product’s market potential was large enough to justify entering
the U.S. market on its own. The company subsequently opened a subsidiary in
Cupertino, California, in the heart of Silicon Valley (and on Apple’s doorstep).
The business has grown steadily, and today ACT has offices in seven other U.S.
cities—and has plans for more.

ACI, known at that time in the United States as ACIUS, began its U.S.
distribution through Apple’s traditional retail channels—computer dealers—
one of the channels in which ACI still distributes its products. However, the
company also aggressively marketed itself directly to customers and to the
“fourth-party” development community. (These developers design and mar-
ket custom applications that help make 4D even more attractive and useful to
users.) One-third of ACI’s total revenues now come from the United States,
where the company lays claim to approximately 65 percent of the database
application market share.

InterOptica/Hong Kong

InterOptica is a privately held Hong Kong-based publisher of CD-ROM travel
titles such as Great Cities of the World and Great Wonders of the World. Having
created products from scratch, especially for the U.S. market, InterOptica
earns 99 percent of its revenues from U.S. customers. The company was
founded in early 1990 by Catherine and Simon Winchester. Catherine, a pro-
grammer, and husband Simon, a travel writer, decided to combine their talents
to develop and publish CD-ROM titles.

The company first broke into the market in 1991 by bundling its discs with
hardware sold by original equipment manufacturers (OEMs) such as NEC and
Sony. Winchester originally thought the titles market would first explode in
Japan where most of the discs and drives were manufactured. However, she
soon discovered that the installed base was developing much faster in the
United States. At the same time, OEMs such as NEC encouraged her to do
business with their U.S. subsidiaries.

InterOptica hired an agent in the United States to negotiate agreements
with OEMs and to provide customer technical support. Even though the
company had only five or six major OEM customers, it essentially had thou-
sands of end users who required support for its CD title. To handle that
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support locally and give customers the attention InterOptica felt was needed,
it quickly opened a U.S. branch office.

In 1992, after a series of successful bundle deals with U.S. subsidiaries of
non-U.S. OEM companies—and with the installed base of CD-ROM drives
growing at a much swifter rate—InterOptica began capitalizing on the mass
appeal of its titles. (Because the titles were originally intended for bundling,
InterOptica had created them to appeal to as broad an audience as possible.)
The company began selling its titles in U.S. retail channels such as CompUSA,
Radio Shack, and others. Because selling through multiple retail channels
entailed a much more complex series of negotiations and reached more cus-
tomers who would require support, InterOptica’s decision to open a U.S.
branch office paid off.

Currently, retail sales yield approximately 25 percent of InterOptica’s U.S.
business, and that number is expected to grow. To help increase its U.S. exposure,
InterOptica also does “work for hire,” developing CD titles for such large U.S.
publishers as Random House and Macmillan New Media.

Blyth Software/United Kingdom

Blyth Software is the developer of the Omnis Seven client-server application
development environment. The company started life in the United Kingdom
but has since shifted its headquarters to the United States. After becoming
successful in the United Kingdom, Blyth first attempted to break into the U.S.
market in 1985 with a personal database product and applications. Because at
that time industry interest in a Macintosh database product had not yet devel-
oped, Blyth made the decision to develop across platforms and created a
Windows version of Omnis to increase sales. That product was sold in U.S.
retail channels and enjoyed only a modest degree of success.

Blyth moved its company headquarters to the United States in 1987 to
better position itself to compete in the larger U.S. market. In 1991, Blyth was
struggling somewhat to compete with both a Windows and Macintosh version
of its product in the cutthroat retail channels against competitors that sold in
the $400-$500 range. It was making headway, says CEO Michael Minor, but not
achieving the volume that its competitors enjoyed.

The breakthrough came in 1992 when Blyth repositioned the product (and
company) to attract corporate customers instead of individuals, small busi-
nesses, and department work groups. The company also repositioned its prod-
uct from being a stand-alone database application to a client-server product
that could take advantage of the corporate multiplatform environment. Repo-
sitioning entailed making a number of changes, including pulling out of retail
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channels and selling directly to corporate customers, which Blyth now does
with a 16-person North American and U K. sales force. The company has also
aggressively pursued its relationship with fourth-party developers and indus-
try vendors such as Apple Computer and IBM.

Those decisions set the company on its current course. Today, approxi-
mately 70 percent of Blyth’s revenues come from U.S. sales.

A FEW KEY PIECES OF ADVICE

Each of these companies chose a different path into the U.S. market. But while
their early beginnings differ, their advice about what it takes to succeed in the
United States is strikingly uniform, with only a few exceptions. Unfortunately,
their anecdotes and suggestions are too extensive to include in this chapter, so
here are a few of the key considerations they feel are important for developers
trying to crack the U.S. market.

Don’t Make Qualitative Comparisons; Instead, Look at the Differences

Mindset is critical when you approach a market as vast and complex as the
United States. When examining the U.S. market, it’s tempting (and natural) to
make qualitative comparisons between it and your home market. But how you
look at the differences is critical. You'll make a big mistake, say developers
who have succeeded in the United States, if you predispose yourself to harbor-
ing a “good/bad” or “right/wrong” mindset. Instead, look at this challenge
from the perspective of “What are the differences between my market and the
American one? How can I adapt and adjust the way I do business to accommo-
date those differences?” That, these developers say, will put you in the right
frame of mind to create a successful plan of attack.

Also, if you probe for and try to understand the differences, you'll be less
likely to take them for granted. “You can't take anything for granted when you
approach the U.S. market,” says ACI CEO Maryléne Delbourg-Delphis. “Every-
thing is different there. If you're receptive to that fact, you'll be much more
successful in the United States.” (Although much of the advice in this chapter
may seem to underscore the obvious, embodied in it are often-overlooked
details that are easy to take for granted.)

Learn As Much As Possible About American Business Practices

The business environment and practices in the United States are likely to be
very different from those in your local market. To succeed, you'll probably
have to forfeit many of your basic assumptions about the way you do business
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and, as much as it may at first rub you the wrong way, adopt patterns and
habits that are more “American.”

“ America is such a huge country that it doesn’t need to look outside itself
for products and resources to the same degree that Asian and European
countries do,” says InterOptica Managing Director Catherine Winchester.
“Therefore, Americans are accustomed overall to doing business mostly with
Americans. They feel comfortable with that, and for them to feel comfortable
doing business with you, it’s important that you do things the American way,”
she says.

A variety of practices differ, but here are two key items that Winchester
identified.

* Working hours and days. Americans work different hours and days of the
week than do businesses in some other countries. For example, Winchester
points out, in Hong Kong many offices are open on Saturday mornings, and
in some countries such as China, companies operate a full six days each
week. But most U.S. corporations (large and small) conduct business from
Monday to Friday, usually for eight to nine hours a day between 8 A M. and
5 PM. While individual workers or the occasional company may choose to
work weekend hours, the norm is Monday through Friday. “For that rea-
son,” says Winchester, “on the whole it would be unrealistic to expect
American companies to be responsive to your requests on the weekends.”

* Pace. The business pace in the United States often tends to be more frenetic
than in other countries. Because many U.S. companies make extensive use
of such tools as electronic mail, voice mail, and toll-free telephone numbers,
they usually expect to be able to move quickly on almost any issue. “Ameri-
cans live in a culture that breeds instant gratification. They want to pick up
the phone and get things done—not sit down, write a letter, fax it, and then
wait for the response,” says Winchester. They also don’t expect a business
phone to go unanswered; they expect a line to be picked up at least by an
answering machine or voice mail.

Therefore, electronic mail services such as AppleLink—which can be
accessed from an increasing number of other on-line services such as Internet,
MCI Mail, CompuServe, and others—are effective, quick-response tools for
doing business with U.S. companies and customers.

Business pace also affects how you’d structure customer service opera-
tions. In the United States, customers often expect to be given toll-free tele-
phone numbers for making product inquiries and obtaining technical support.
These phone lines sometimes are staffed 24 hours a day, seven days a week. So
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it might be unrealistic to ask customers to pay for a long-distance telephone
call to get technical support or order products, as it would it be to expect them
to stay awake until midnight in their local time zones to reach you in your offices.

“Likewise,” adds Winchester, “faxes are viewed differently in the United
States than in some other countries. In the States, people don’t send faxes
when they want to get information fast. Instead, they pick up the telephone
and call the person they want to do business with. My experience says that 1
could send a hundred faxes to the United States and it would accomplish far,
far less than it would here in Asia. Americans just don’t view the fax machine
as a quick-response tool. But in Asia, we rely very heavily on faxes. When I'm
sitting in Hong Kong trying to do business with the United States via fax, I
can’t accomplish anywhere near as much as our U.S.-based office can.”

Be Adaptable

As you can see, the American marketplace operates very differently than most
other markets. Understanding those differences is the first step; adapting to
them is the next critical challenge.

Being flexible and patient is a step in the right direction, says Logal
President Yoel Givol. “To get the attention of U.S. companies, you must be very
flexible and willing to listen, which is often difficult,” he says. “After a while
we realized that we couldn’t just call the shots in the huge U.S. market,
especially because we come from such a small country as Israel. Furthermore,
saying things like, ‘Well, it works this way in Israel’ won't get you anywhere
because Americans do business their own way. You have to listen and learn
how the market works there, immerse yourself in the system.

“If you want to work with a publisher or distributor, you really must prove
yourself over a long period because it is much easier for American companies
to find someone to do business with next door. You also must be patient,
because it takes time for U.S. companies to become confident in developers
from other countries who do things differently and who may be 6,000 miles
away. From the U.S. point of view, it’s very risky for a publisher or distributor
to contract with a company that is far away, perhaps even in a country they’ve
never visited,” says Givol.

That is why Logal entered the U.S. market in two stages. “First we worked
with a research center and a codeveloper, each of which had experience in the
U.S. market; their experience helped us understand how to demonstrate that
our product would work in the American market,” says Givol. Armed with
that insight, Givol was better positioned to pursue a business relationship with
a U.S. republisher/distributor.
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Don’t Underestimate U.S. Geography and Diversity;
Segment Accordingly

It's ironic that the same thing that makes the U.S. market seem so daunting is
also the factor that makes it an immensely appealing proposition for busi-
nesses—it’s sheer size, in terms of geography and number of customers. The
country encompasses five time zones, tropical and arctic climates, and an
incredibly diverse—and large—number of potential customers. That's reflected
in the quantity of Macintosh computers sold in the country: Currently, indus-
try estimates indicate there are upwards of six million units in the installed
base, a number that is expected to grow substantially in the next few years.

“Europeans get dizzy when they think about the size of the U.S. market,”
says ACI’s Delbourg-Delphis. “When we first decided to enter this market, it
occurred to me that there were more Macintosh computers in California alone
than in all of France. I decided that if we could be successful with our product
in California, then we could survive in the United States.”

The lesson here is to ignore the natural inclination to view the United States as
a single market. It actually is composed of a plethora of market segments, a
variety of buying patterns, and a large number of opinion leaders and buying
influencers. Each geographic area of the United States has its own peculiari-
ties, mini-cultures, and customer attitudes. Although Americans share many
things in common, remember that demographic traits such as the average
income and education level and general degree of computer literacy can vary
widely from region to region. For example, the average degree of computer
literacy in northern California is heavily influenced by the presence of Silicon
Valley. People in the heartland of Iowa, however, where a major industry is
farming and food production, may have a totally different outlook on purchas-
ing computer technology.

It's important to carefully choose exactly which segments to target and
which ones to ignore. If you target wisely, then what is otherwise an almost
impenetrable giant becomes an approachable entity.

Be Realistic About the Nature of U.S. Competition

The sheer size and diversity of the United States breeds fierce competition.
American customers have an amazingly large and diverse array of locally
produced products to choose from. (To really get an appreciation for this, visit
a US. computer superstore or browse through one of the many mail-order
catalogs.) ACI's Delbourg-Delphis says, “People in the United States aren’t
just sitting and waiting for European products to come to them. They have so
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many resources at their disposal, and the United States is pretty much self-
sufficient, considering the size of the country.” If you have a realistic under-
standing of the scope and ferocity of competition in that country, you'll be
more likely to make sound decisions.

To be adequately prepared to move into any U.S. market segment, you
therefore must conduct a thorough assessment of your U.S. competition: the
audience it reaches, pricing, distribution, marketing strategies, and other impor-
tant aspects. Armed with this information—and a solid, technically excellent
product—you can make a more realistic decision about whether and how to
break into the market.

You Must Localize for the United States

Applications that succeed in the United States are, almost without exception,
English-language products. Therefore, a product and its documentation sold
into this market should be thoroughly localized for culture and language,
paying particular attention to the use of American English.

“It's my perception that, on the whole, American consumers are intolerant
of products that aren't totally localized,” says Blyth Software President and CEO
Michael Minor. “They aren’t like Europeans who are willing to accept the English-
language or quasi-localized versions because in the United States it's very
competitive; customers have such a wide range of products to choose from.”

However, localizing your product for the United States also means localiz-
ing your own mindset. “There are many cultural differences between the
United States and other countries, and setting up business in the United States
requires a significant change in one’s life and mindset,” says ACI’s Delbourg-
Delphis. “You can’t project your own cultural habits onto Americans. You have
to get rid of your bias, forget what you’ve heard people in your country say
about what they think the United States is all about, and look at the United
States—how the people live, how they think—with a fresh eye. And to under-
stand the U.S. cultural prototype requires complete immersion in that culture.
I don’t think it’s the kind of thing that can be totally explained to you. It has to
enter through your skin, so to speak, and you must be receptive to the differences.

“This includes everything from the way you look at images to the way you
position your software. For example, in the European database market you
generally focus first on a product’s technical capabilities. In the U.S. database
market you must of course sell a technically excellent product—but focus on
the interface. That is just one example of how you must change your point of
view,” she says.
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Developers interviewed for this chapter seemed to feel strongly that local-
izing a product in the United States is important. Seemingly subtle details can
make your product scream “I'm not American!” Making a simple mistake such
as using the British word colour (instead of the American color), or using metric
units of measurement and degrees Celsius instead of feet, inches, and Fahren-
heit can be deadly. Localizing a product in the United States helps avoid such
oversights. And if you can get U.S. customers to give you input or participate
in that process, all the better.

Do Everything Possible to Create a Local Presence

Being perceived as a local company, at least one that does business locally, is
without a doubt an important component of success in the United States,
especially given the heated competition in that country. Depending on your
particular situation, there are steps to take beyond localization that can help
create the impression that you're a local player.

Logal has successfully entered the U.S. market by developing a relation-
ship with a publisher there. That publisher handled Logal’s manufacturing,
distribution, and technical support—everything needed to get the product off
the ground and selling in America.

When you're far away from customers and business pariners, how well
you communicate with these constituencies and handle such things as time
differences can have a major impact on whether you're perceived as being a
local player. The effort needed to stay in touch with the market and cultivate
partner and customer relationships can be proportionate to your distance from
the United States. “We have the largest AppleLink bill in Israel,” jokes Logal’s
Givol, who adds that he couldn’t do business in the United States without it.

“We do almost everything by electronic mail, including shipping our code
to our U.S. publisher. However, we've made the 10-hour time difference work
to our advantage. In essence, we work with the publisher 24 hours a day:
During our work day, we create things and ship them via AppleLink to
California at the end of our day—just as our U.S. partners are starting theirs.
Then, while we sleep they work; when we come into the office the next
morning, the cycle repeats itself,” says Givol. Working from afar also means
frequent visits to the United States and extensive travel within the country.

On the other hand, ACI, Blyth Software, and InterOptica chose to open
subsidiaries or branch offices to handle their business in the United States.
Whether to open an office in the United States is a difficult (and sometimes
downright scary) decision. It's a big step for any developer and one that
shouldn’t be taken lightly. However, it would be a mistake to automatically
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discount the possibility of opening a U.S. office just because your gut feeling is
that it might be too costly and difficult. Even smaller companies have successfully
opened and maintained branch offices in the United States. (For a discussion
about things to consider when setting up a subsidiary, see Chapter 37, “Setting
Up a Subsidiary: How to Transition Away from a Distributor and Set Up Your
Own Office,” written by a developer with experience in this area.)

To give you an idea of what's involved, here’s InterOptica’s story. Based in
Hong Kong, InterOptica opened a U.S. office (in San Francisco, California) for
several reasons. “We had to support a large number of users who had received
our product bundled with the hardware they bought. And as we moved into
retail channels, we realized that it would be too much to expect that key people
such as buyers, distributors, and manufacturers’ representatives stay up until
midnight to phone us. Let’s face it: There are so many local companies located
right there in their own time zones that they can buy from, and we had to
remove any barriers to doing business with us,” says Managing Director
Catherine Winchester.

“Based on our experience, my advice would be for a foreign company to
open a U.S. office as soon as it can possibly afford it,” says Winchester. “Other-
wise, it may land in a chicken-and-egg situation: The company may never be
able to afford a U.S. office if it doesn’t get the necessary volume of sales, and it
may not get the volume if it doesn’t sell from a local base.”

The U.S. branch office serves several purposes for InterOptica. “On the
technical side, the office provides support to U.S. customers. It also offers
valuable information to our development teams in Hong Kong and China
because virtually every hardware and software tool we use is from a U.S.
company,” says Winchester. “The heart of the multimedia world is in the
United States, and we need to have immediate access to industry changes and
developments. That's particularly important for us because it usually takes
new hardware and software many months to arrive here, and we would rarely
see early or beta versions of products if we didn’t have a U.S. office. We need to
be on the seed list for beta versions, and our San Francisco office acts as a
liaison for gathering this information,” she explains.

InterOptica’s U.S. office also manages the manufacturing, which is done in
the United States. A main reason: “The language barrier can present some
interesting problems,” Winchester says. “I make my discs in the United States
because we make a large number of shipments to U.S. customers. If anything
gets lost in the translation when we issue manufacturing or shipping instruc-
tions, we're dead in the water—and we can’t afford that. Basically I feel it’s
safer if, when we need to ship discs to Idaho, the shipper knows where Idaho
is,” says Winchester.
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Another major responsibility of the branch office is sales and marketing.
Although most of the strategy is planned in Hong Kong with input from the
U.S. office, says Winchester, it’s up to the U.S. employees to implement the
strategies. They also do such things as organize and work the major U.S. trade
shows (eight major ones in 1992!)—a gargantuan task that would be all but
impossible to manage from Hong Kong alone, Winchester says.

The logistics of opening a branch office—finding office space, arranging
for utilities, and the like—were fairly straightforward, Winchester says. How-
ever, finding the people to staff the office was more difficult.

Winchester explains: “Finding the right people to run your U.S. office is
essential. Since you, as the manager, are far away and out of sight, you need
people you can trust, people who are reliable, hardworking, and ambitious.
You don’t want a branch office 5,000 miles away being run by people who feel
they can get away with working short hours and coming and going as they
please. So, hiring people who really know what they are doing and who really
care about the company and want it to succeed is crucial. And we’ve been
lucky; we found those people.”

She also says that hiring local talent is a must. If you don’t hire Americans
to work in your U.S. office, people who know their ways around in the
everyday U.S. business environment, you may defeat some of the benefit you
hoped to gain from opening a U.S. office.

The branch office, located in downtown San Francisco, costs InterOptica
approximately $20,000 a month to operate, including salaries, rent, phone and
other services, travel, and so forth. “It may sound like a lot of money, but the
cost of trying to do business in the United States from Hong Kong would
probably be even higher, in that we wouldn’t be able to get the sales we need to
be successful in the U.S,” says Winchester. “We could try to do business from
our Asian base, but we feel we couldn’t properly represent ourselves from way
over here in Hong Kong.”

A caution: If you do opt to open a U.S. office, it’s important to be realistic
about how much it will cost to do business in America. The size of the U.S.
market, the degree of competition, and the number of opinion leaders all lead
to one question: What must you spend to achieve the presence you need?

Of course, there’s no single answer. When assessing this important factor,
bear in mind the necessity of traveling extensively in a very large country,
attending a variety of major trade shows, advertising and public relations
costs, meeting with channel representatives (who may be spread across the
country), and other important budget eaters. (For a discussion of how to set up
a subsidiary, see Chapter 37, “Setting Up a Subsidiary: How to Transition
Away from a Distributor and Set Up Your Own Office.”)
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Learn U.S. Channels

If you opt to open a U.S. office and work the distribution channels yourself,
you should first become well versed in the nature and scope of those channels.
Distribution in the United States is markedly different than in other countries;
there are a wide variety of channels, and again, competition can be fierce.
Dealing with a U.S. distributor is also likely to be more costly than working
with your local one. For example, in many countries, distributors are responsible
for creating market demand for the products they carry and often foot the bill
for the necessary activities (sometimes including product packaging and manu-
facturing). In America, on the other hand, distributors often expect developers
themselves to create the demand that will draw customers into stores to buy
products—an undertaking that can sport a high price tag. (For a detailed
description of how one national U.S. distributor operates, see Chapter 19,
“Understanding U.S. Distribution Realities: How to Approach a National
Distributor.”)

However, if you opt to partner with a U.S. publisher—who may include
packaging, marketing, and local manufacturing in the deal—your partner then
may shoulder much or all of the responsibility for working in U.S. channels.

Get Good Legal Advice

In addition, the legal aspects of doing business in the United States are cer-
tainly different from those in your home country. Trademark and copyright
protection laws differ between countries, as do other key practices such as
those regarding contracts, patents, and other such items.

In the United States, some commerce and tax practices are governed not
only by the federal government but also by individual states. Getting solid
legal advice regarding doing business in the United States can help you avoid
potential problems that you may otherwise be unaware of and will help you
get off to a good start.

Get Close to U.S. Customers

Developers who have succeeded in the United States invariably emphasize the
importance of getting to know the mindset and motivations of customers in
that country, and developers go to great lengths to foster strong relationships
with customers. A key, say these developers, is to shed your tendency toward
an inner-company focus and look outward into the customer community.
Blyth Software President and CEO Michael Minor calls it “partnering with
customers.” “It’s especially difficult to get close to customers if you distribute
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products through an intermediary such as dealers and distributors, who gen-
erally are more at arm’s length from users,” says Minor. Therefore, the burden
falls on the developer to keep a finger on the pulse of the user community.

He adds: “Lots of people think that the key to success is creative market-
ing. But today, with technology changing so rapidly and new competitors
continuously entering the ring, the only true safety net is being very close to
your customers. Because of this, we proactively canvas customers. Of course,
we try to address customer technical problems when they call us, but we also
solicit customer input about our products and services and visit them as much
as possible. Furthermore, our engineering teams meet with customers regu-
larly to get their input about market requirements for future products. In that
sense, we are partnering with customers.”

Staying close to customers has other important benefits. In the long run, to
be successful in the United States where technology plunges rapidly forward,
it’s particularly important to have a long-term vision of where your technol-
ogy and market and competition are going and to manage your business
accordingly. “That’s very difficult,” says Minor, “but one thing that helps is
staying close to your customers and making sure you understand their needs.
Then you must take steps to assure that those needs are met by your current
and future products.”

Many developers who have been successful in the United States spend a
great deal of time traveling there and meeting with customers in various
venues. Meeting with user groups, for example, was a key entrée into the U.S.
customer base for ACI. “If you think you're selling to ‘a market,” you're off
track,” says ACI CEO Delbourg-Delphis. “The reality is that individual people
are your customers, and they are the ones you should be trying to reach. User
groups are composed of these individuals; in many cases they are Macintosh
fanatics—a very valuable audience. Overall, we really care about getting feed-
back from individuals.”

She also says that many developers are under the mistaken impression
that user groups are made up mostly of home users. “Not true,” she says.
“These groups are made of people from large corporations as well as small
businesses, and everything in between.”

Indeed, user group members have proven to be strong buying influencers
for many products. These “fanatics” often are quite vocal about their product
preferences, and they are frequently called on to recommend products to
friends and colleagues. They also act as impromptu training and technical
support people for other group members, family, and friends. These customers
are so important that Apple Computer devotes significant resources to fostering
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and supporting user groups and often helps developers take advantage of its
relationship with this constituency.

Another example of getting close to U.S. customers comes from Logal,
who with its U.S. partner, Sunburst, also works with education constituencies
such as the National Science Teachers Association. They sponsor booths at
exhibitions and offer workshops at their conferences.

Yet another way to get closer to customers from afar is to use U.S. on-line
services. They can provide excellent feedback from users at a relatively low
cost. For example, you can start a discussion or forum on CompuServe or
America Online that allows you to “converse” electronically with customers
regardless of distance or time zone. Likewise, you may opt to publish your
own bulletin board on the AppleLink network. By posting such things as
pricing information, parts lists, data sheets, and technical information to your
bulletin board, you can give customers and channels increased access to your
company—virtually 24 hours a day. (For information about how one devel-
oper uses AppleLink this way, see Chapter 27, “Using On-line Services as a
Marketing and Support Tool: How We Use the AppleLink Network.”)

Partner Wherever You Can

Taking on the U.S. market on your own can seem a gargantuan task. However,
if you partner with other companies who have experience in the United States,
you'll in essence create allies who can help you negotiate the complex maze of
opportunities and challenges. You'll also increase the clout you get with your
limited resources, and you'll receive input that will help you position a prod-
uct and decide what other offerings would be good candidates for the market.

Logal is a good example of partnering; earlier in this chapter, you read
how that company joined forces with a U.S. firm and a research foundation,
each of which had U.S. experience. This was critical to Logal’s ability to
establish a business relationship in the United States. “We also try to take
advantage of Apple’s comarketing opportunities,” says Logal President Givol.
When Apple introduces a major new product, it offers developers who have a
new product that showcases the Apple product or technology an opportunity
to participate in a variety of activities. They include such things as participation in
press briefings and introduction events. “We participated in the introductions
of both the Macintosh LC and System 7,” says Givol. “For example, Biology
Explorer-Genetics was one product Apple used to demonstrate System 7.”
(However, as you might expect, these highly sought opportunities are limited.)

“I think customers are also good partners,” says Blyth Software’s Michael
Minor. “Developers sometimes view customers only as buyers of technology,
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people who write checks. However, they can be partners who help you position
your current technology and create new products. We therefore spend a lot of
time thinking about how our U.S. customers can help us. This is especially
important with a product such as our database, which sells to corporations:
Customers incorporate our technology into theirs and can therefore give us
valuable insight and feedback about what works well and what they’d like to
see in future products.” Blyth also participates in activities sponsored by U.S.
industry associations, such as MaclS (a large group that focuses on technology
needs in corporations), who have their fingers on the pulse of Blyth’s target
market.

Another example is InterOptica, which joined the Multimedia Publishers
Group in the United States, a consortium of companies with similar interests
that pool resources to buy such things as advertising space. “Because we're a
small company, it’s been more effective to combine our resources with those of
other companies that have similar target markets. For example, as a group we
can buy a full-page magazine ad for multiple products, instead of each having
to buy a tiny ad by ourselves,” says Winchester.

That company also hired a public relations firm in the United States for
eight months to get additional exposure. “They got us airtime on CNN twice
during that time, as well as exposure in the New York Times and many trade
and user publications. We learned a lot from working with that company and
now do most of our public relations in house,” says Winchester.

Put the Squeeze on Pressure Points

The fast pace of technological change and the swift technology adoption rate
in the United States often make it difficult for buyers to choose products.
Therefore, they turn to sources of authority that they trust. These sources are
the industry “opinion leaders” (sometimes called “pressure points”) and include a
select group of industry analysts, editors, and other experts.

The U.S. computer industry’s opinion leaders have a tremendous follow-
ing both within and outside the industry, and they wield strong influence over
buying choices in the United States. In essence, by reaching the opinion lead-
ers, you reach large numbers of customers. If you make these people your
allies, you'll have made major strides in influencing the decision-making
process of a large number of customers.

“In the United States there seems to be more of these industry pressure
points than in most other countries, and they are often a fragmented bunch
who are spread throughout the country. This may make the job of getting your
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message to them and differentiating yourself more difficult in the United
States than it is in your home country,” says Blyth Software’s Minor.

However, in the United States there are hundreds (maybe thousands) of
public relations and other kinds of communications companies that specialize
in helping developers reach these opinion leaders. Money spent on well-thought-
out opinion leaders and product review campaigns can lead to increased
market awareness of your product and company, and increased sales. (If you
missed it earlier, you may want to have a look at Chapter 10, “Influencing the
Opinion Leaders: How to Get High Impact for Low Investment,” and Chapter 11,
“Getting the Maximum from Product Reviews: A Practical Guide for Creating
a Reviews Campaign.”)

Adopt a Can-Do Attitude

The final and immensely important piece of advice these developers offer is to
approach the U.S. market with a positive attitude and open mind. Penetrating
a market as large as the United States can seem daunting, especially to smaller
developers. However, if you do your homework, learn the differences between
doing business in the United States and your home country, adapt to these
differences and then adopt a can-do attitude, breaking into the United States
will be more feasible.

Blyth Software’s Michael Minor says it well: “Depending on your mental-
ity, you can look at the differences as major obstacles—or instead view them as
challenges and opportunities.”
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How to Approach a
Global Product Launch

By Laura Elmore and Bob Michelet, Regis McKenna, Inc.

Laura Elmore is a principal and Bob Michelet is a partner of Regis McKenna, Inc., a Palo Alto,
California, firm that specializes in marketing and communication services for high-technology
companies.

T Apple and some development companies, successful international product
launches have always been a critical element in getting market accep-
tance for products from the start. Many high technology companies, including
Apple, obtain 40 percent or more of their revenues internationally. Although a
perfect model for a global product launch does not exist due to numerous
variables, the most successful efforts share certain traits that can be used as a
working model.

A helpful analogy for such a model is the concept of the “rugby” approach
to product development, as described in an article by Hirotaka Takeuchi and
Ikujiro Nonaka in the January /February 1986 issue of Harvard Business Review.
Although the model was specifically applied to product development, the
basic idea can also be applied to the global product launch. Depending on a
developer’s resources and size, it will require some modification—but it’s a
good starting point.

In the article, Takeuchi and Nonaka outlined the superiority of a rugby
approach versus a “relay race” approach: “The traditional sequential or ‘relay
race’ approach...may conflict with the goals of maximum speed and flexibility.
In contrast, a holistic or ‘rugby’ approach in which a team tries to go the
distance as a unit, passing the ball back and forth, may better serve today’s
competitive requirements. Under the rugby approach, the product develop-
ment process emerges from the constant interaction of a hand-picked,
multidisciplinary team whose members work together from start to finish.”
When you apply this model to the global launch of a product, international
considerations become well integrated at the early stages of the planning
process because the process begins with an international team. It is important
to point out that this model assumes that a new product will be available in the
key geographic markets within 60 to 90 days of domestic availability, therefore
making a simultaneous product announcement a credible proposition.
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On the other hand, the relay race approach to global product launches is
reflected in structures in which a corporate team takes responsibility for the
launch activity and passes duties to field operations, which include local
subsidiaries and distributors/republishers. This is typically done with little or
no advance involvement from the international people closest to the local
markets. International considerations become an accessory to corporate strate-
gies, instead of a well-integrated part of such strategies.

The relay race approach thereby results in lost sales opportunities, particu-
larly for U.S.-based companies, because it does not take into consideration that
news of the product from the United States quickly “spills” into other coun-
tries via news wires, international editions, foreign affiliates, and U.S.-based
foreign correspondents. These articles carry U.S.-centered messages, product
positioning, and marketing strategies (including pricing information) that add
little to local marketing efforts beyond creating short-term awareness.

Global product introductions made by Apple and some developers, on the
other hand, closely mirror the rugby approach. The effort begins with an
international product launch team which “moves down the field,” reporting
back to the corporate or central group at different junctures to ensure that
international needs are well integrated into the process.

A typical international product launch team consists of a central, core group
that includes product, marketing, manufacturing, sales, service, engineering
and communication representatives/functions, as well as a communication
manager from each of the targeted geographic regions. These individuals
often reside in the United States. In small organizations, such as with smaller
developers, an international communication manager replaces the regional
representatives in the group. In many cases, the team members do not reside in
the developer’s home country. If they are geographically dispersed, much of
the conversation will take place in conference calls, supplemented with quarterly
meetings. Ongoing communication with all members of the team is critical.

Each member of the core team is responsible for insuring that counterparts
in other countries are represented in the decision-making process and are kept
abreast of developments. This team should be formed 9 to 12 months before
the product announcement date to allow proper time for planning and imple-
mentation.

In the rugby approach, international communication managers are part of
the decision-making process and ensure that all marketing efforts address key
international needs and opportunities. It’s important that the international
members of the team be knowledgeable about their respective regions because
much of the decision-making occurs during team meetings. Companies often
make the mistake of assigning an international project coordinator to play a
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similar role on the team. Although such an individual may do a good job of
dispersing team information to the field, if that person is not senior enough to
make an impact on the decision-making process, he or she will not be able to
adequately represent the field during decision-making.

GLOBAL BALANCING: PLANNING FOR “SPILLOVER”

Once the entire team is in place, the communication function focuses on
formulating the right messages and communicating them to key internal and
external audiences. The rugby approach employs “global balancing” tech-
niques, which address the fact that information is transmitted abroad almost
simultaneously. Global balancing is based on the principle that a company can
influence the spillover of media across foreign borders by working with the
source of the information, such as local correspondents for foreign publica-
tions, to communicate messages that benefit both the other international mar-
kets that are receiving the information as well as the domestic one. Global
balancing includes the following steps:

¢ identifying and assessing the perceptions of opinion leaders who have an
impact on sales in target geographic markets

¢ internationalizing product introduction materials, including press releases,
company backgrounders and executive speeches

¢ formulating an international plan for educating opinion leaders in target
geographic markets, including local correspondents for foreign publications

¢ strengthening and educating the local infrastructures (media, distributors,
government representatives, customers, trade officials, channels, market
research consultants, and financial analysts) of all target geographic mar-
kets to reduce their dependency on news and information generated by the
home country

* underscoring the international success of the product within both the infra-
structure in the home market and the target countries to validate that the
product has been accepted throughout the global marketplace

¢ evaluating and monitoring ongoing perceptions to proactively identify issues
and opportunities.

TAKING THE TEMPERATURE OF TARGET MARKETS

In the relay race approach, once the product introduction team has been put in
place, the main thrust is to get the product out the door, with little time spent
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on assessing the current environment for the product in key geographic mar-
kets; market intelligence is a mere afterthought.

In the rugby approach, the team identifies what it does and doesn’t know
about its target markets. Where information doesn’t exist, it’s important to
conduct a qualitative assessment of the current perceptions relating to the
product and company. This information is used to validate or modify product
positioning and to formulate key marketing messages.

At Regis McKenna, Inc., we gauge the temperature of each of the target
countries through an international audit of key opinion leaders. This audit is
known as a “global thermometer check.” This activity relies on the 90-10 rule,
which states that because 90 percent of any population is influenced by the
other 10 percent key opinion leaders, it’s important to understand who these
opinion leaders are and how they perceive a company, its products, and its
competition.

The goal of the global thermometer check is to identify key opinion leaders
who will have an impact on the product’s success and assess their current
perceptions. Although the scope of such a study can vary according to the
availability of your resources, the methodology remains the same. A typical
global thermometer check consists of these steps.

¢ The study is closely coordinated with the launch team and local manage-
ment within the target countries to address corporate and local objectives.

¢ The study targets countries that are strategically important to the developer.
This usually takes from two to six countries (the more the better) into
consideration, as well as the home market (if the information isn’t already
available).

¢ A questionnaire is developed, usually with 10 to 20 key questions relating to
technology, product, company reputation, distribution, pricing and other
marketing issues.

¢ Approximately 10 to 20 key opinion leaders in each country are selected to
participate in the study. Depending on the country, these individuals should
represent the key infrastructure segments mentioned earlier.

¢ Depending on the confidentiality of the information, the discussions are
conducted in one-on-one meetings or by telephone under non-disclosure
agreements, until the public release of the information.

Developers often look to outside consulting firms to conduct these studies
because participants are thus more likely to volunteer candid opinions. In
sensitive situations, the company’s name may not even be mentioned. This is
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usually the case when a developer wants to assess current perceptions regarding a
new technology, but for competitive reasons doesn’t want to divulge its name.

The information is analyzed and presented to the product introduction
team and other internal departments as an important tool in validating and
formulating product introduction messages, both in a general sense and on a
market-specific basis. All corporate messages should address the international
marketplace, not just domestic opportunities.

INTERNATIONALIZATION VS. LOCALIZATION

Once the messages have been formulated, it’s important that they are properly
communicated both internally and externally. In the relay race approach, product
introduction materials—including press releases, corporate backgrounders,
executive speeches, collateral, advertising, sales, and training materials—typically
address only the local marketplace. But the rugby approach recognizes that the
content of these materials will eventually be communicated in many parts of
the world. Therefore, all of the materials are “internationalized.” This means
that key international messages—along with certain clauses, country examples,
case studies and other international information—are incorporated into all
documents as appropriate, ensuring that news about the product is received in
each country within a strong framework that local operations can build on.

Editor’s note: Chapter 36, “Avoiding Cultural Mishaps During Localization,” con-
tains an interesting review of various cultural considerations to watch for when
internationalizing materials.

However, internationalizing should not be confused with localizing of
press materials and other related documents. The latter deals more with cus-
tomizing a document for a specific country, such as in language translation,
which is usually handled by in-country communication managers.

Here are several examples of how to internationalize launch materials.

* To the lead paragraph of a press release or executive speech, add that the
product will be rolled out worldwide or that it will be available in the listed
geographic markets. This helps reinforce that the company is an interna-
tional player.

¢ Incorporate messages and examples that underscore the company’s interna-
tional experience or leadership, including international market share, country-
specific successes, or large installations.

¢ Use quotes or testimonials to reinforce international opportunities for the
new product.
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¢ When important marketing strategies—including distribution, product po-
sitioning, and pricing strategies—differ from the domestic market, add
clauses that clarify these issues.

* Use analogies and examples that an international audience will understand.
For example, companies often compare products and technologies with
items that are not as common in other markets, such as microwaves and
dishwashers. It’s important to look for more universal comparisons. In
addition, when quantifying a statement in, say, U.S. dollars, remember to
clarify in a footnote that the numbers are expressed in U.S. dollars.

¢ Include information about the company’s international operations in the
corporate backgrounder. You can include such things as product availabil-
ity, local pricing, whom to contact in each market area, who the local
distributors and dealers are, and so forth.

Internationalizing communication and marketing materials allows a com-
pany to set itself apart from the competition, while paving the way for new
products in key geographic markets. In-country communication managers
will still need to localize materials to meet local objectives, but those messages
will then be supported by a broader corporate platform.

EXECUTING A WELL-COORDINATED PLAN

An effective product launch requires understanding how information flows in
and out of targeted geographic markets. For example, an estimated 95 percent
of the news that appears in Singapore trade publications is sourced from four
U.S. publications, according to Singapore editors. Knowing this, the corporate
or international communication manager would then make sure to include
these four publications in the U.S. launch efforts and should think twice about
the kind of messages the company spokesperson delivers to those publications.

In the rugby approach, efforts to influence media coverage should begin at
least four to five months prior to the announcement because many monthly
publications need information three months prior to a product introduction.
Efforts should be coordinated with your company’s or distributor’s local PR
manager in the country. Also, whenever possible, coordinate those efforts with
the Apple third-party and public relations representatives in that country to
leverage those valuable resources.

Here are several ways that international or corporate communication man-
agers can influence the “spillover” of U.S media coverage to other countries.

* Work with the communication manager in each target market to identify the
two or three key publications; then determine how each one generally



HOW TO APPROACH A GLOBAL PRODUCT LAUNCH

receives information. For example, many U.S. trade publications have licensing
agreements with journals outside the U.S. that often reprint their articles.
Many foreign publications subscribe to U.S.-based wire services or have
their own correspondents in New York or Silicon Valley. There are more
than 1,000 correspondents in the United States who write for foreign publi-
cations, including approximately 50 key technology correspondents.

* Contact your locally based sources to encourage their participation in local
product introduction activities (if they aren’t already involved), and inquire
about the international distribution of their articles. Read their publications
to see whom they quote and make sure these individuals are briefed as part
of the launch activity. (The people who are quoted are usually opinion
leaders who were identified earlier.) With the communication managers in
each target country, discuss the key international messages they feel are
important to communicate to U.S.-based sources.

Although most U.S.-based correspondents feel their charter is to cover U.S.
events, they often can be convinced to include a sentence or paragraph noting
the differences in product positioning, pricing, distribution and availability
between key geographic markets. If journalists are writing for regional or
national publications, such as Asia Computer Weekly or the Japan Economic
Journal, they can provide more country-specific information.

¢ Closely coordinate all communication efforts with a country’s local commu-
nication managers to ensure the team is working rugby-style. This is espe-
cially important when dealing with U.S.-based correspondents.

Several months prior to the public announcement, the entire international
communication team should agree on how to approach the top tier of publica-
tions in their respective markets; the home country communication manager is
responsible for local international influencers.

OPTIMIZING LOCAL COMMUNICATION EFFORTS

In addition to influencing U.S. media spillover, it’s equally important to begin
strengthening and educating the entire infrastructure of target countries prior
to the formal product announcement. This minimizes the dependency of those
infrastructures on U.S. information. For example, you can use international
versions of Macworld magazine and other similar publications that are distrib-
uted worldwide in various languages. The U. S. offices of those publications
often have a directory of worldwide offices to contact for more information
and other resources that can be helpful. In any case, the critical issue is timing.
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Although the practice of educating key opinion leaders (the “infrastruc-
ture”) in the United States is common, few U.S. companies have approached
international markets with the same thinking. Although the infrastructure
varies from country to country, it plays a significant role in the success of a
product in a given marketplace. Chairman and CEO Regis McKenna has often
stated, “A company can never promote its way into a technical market. The
infrastructure has to be a participant. If they accept you, then, and only then,
can a company be successful.” Often, the smaller the market, the greater the
influence of infrastructure members.

REINFORCING MARKET ACCEPTANCE

Once a product has been introduced worldwide, it's important to play back
international successes to the home market. The relay race approach tends to
showecase local acceptance when, in fact, key international markets may have
embraced the technology first. By using the rugby approach and leveraging
your international successes simultaneously or during the early stages of a
rollout, your company benefits by enhancing its competitive posture.

News of international successes will eventually spill back into the interna-
tional marketplace, enhancing the overall success of the product. As part of this
effort, many companies create centralized databases that store international
success stories and customer testimonials. This information is used internally
by many departments, including each country’s communication managers,
who use it in their own local public relations efforts. Again, international
awareness needs to be boosted on both sides of the ocean in the early stages of
the rollout.

It is often said that effective communication with a company’s target
marketplaces begins with effective internal communication. Nowhere is this
truer than in global launches of technology products. The diversity of market
environments, customer attitudes, and local business practices demands that
companies not only disseminate information to many countries, but also gather
information from those countries first.

Reprinted with permission of Regis McKenna, Inc.
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Avoiding Cultural Mishaps
During Localization
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OCALIZING your product is a critical step in expanding your international
sales, but product localization alone isn’t enough. The best products will
suffer from scant sales if international buyers don’t perceive you as a local
player, one who respects their language and culture and who effectively wraps
that culture around your product. Therefore, you must create marketing mate-
rials—ads, press releases, brochures, point-of-purchase aids, and so forth—
that are steeped in appropriate language and local culture.

COLLIDING CULTURES

Perception—the way we view the world around us—is a huge component of
culture. For example, a survey reported by James A. McCaffrey and Craig R.
Hafner in the October 1985 issue of Training & Development Journal demon-
strates how our cultural background influences how we behave and the choices
we make. A hundred Asian men and the same number of American men were
asked to put themselves in the following situation: You are on a sinking ship
with your mother, your wife, and your only child, and you are the only one
who knows how to swim. You can save only one of your loved ones. Which
one would you save?

Each one of the Asian men responded that he would save his mother. The
rationale: You can always remarry and have more children, but you cannot
have another mother. In contrast, 40 percent of the Americans said they would
save their wife, and 60 percent said they would save their children.

While some may feel this is an overgeneralization, these results are indica-
tive of differences not just between Americans and Asians or Westerners and
Easterners, but also of the contrasts between all cultures. Although technology has
provided the world with some degree of common ground, don’t be deceived
into thinking that we are becoming alike. In Megatrends 2000, Naisbitt and
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Aburdene observe that “...as our [global] lifestyles grow more similar, there are
unmistakable signs of a powerful countertrend: a backlash against uniformity,
a desire to assert the uniqueness of one’s culture and language, a repudiation
of foreign influence.” Members of different cultures think and respond differ-
ently to similar situations and stimuli.

WHAT TO AVOID

To be successful in the global marketplace, you must make a conscious effort to
create marketing materials and campaigns with appropriate cultural images;
this will help you avoid some of the difficulties and potential rejection that
result from making a cultural faux pas. Don’t be lulled into thinking that a
successful domestic campaign can simply be “translated” for the international
marketplace—unless you've planned it from the start for worldwide use.
Problems arise when you try to force-fit existing campaigns to a market other
than your home territory.

There are several common “high risk” themes and cultural characteristics
that can be successful in your domestic marketing, but you should be extremely
careful about exporting them to other markets. There are too many to discuss
comprehensively here, so I'll give examples of a few hot buttons that should
start you thinking about how tricky it is to slide between cultures.

Religion is at the top of the list, and is a particularly risky category. No
matter what appears on the surface, each country derives a great deal of
cultural identity (and usually pride) from its religion(s). Each country has
acceptable uses of and references to religion in marketing and advertising, but
it’s far too dangerous to apply them to other cultures.

Sports is also a potential ground for cultural collision. Americans love
football. The rest of the world, which leans toward soccer, is trying to figure
out why! In Mexico, the national sports are bullfighting and soccer. Many
Japanese are wild about golf. And in many Middle Eastern countries sports
are, shall we say, less than significant as a life-style component. Sports just
don’t cross borders very well, so I recommend (unless you're the Nike of
software) avoiding sports symbolism entirely.

Humor is perhaps the least translatable cultural phenomenon. What may
cause one culture to shed tears of laughter may be a profound insult to
another.

If you've traveled a lot, you know that sexual innuendo is viewed differ-
ently from culture to culture. Europeans and Latin Americans tend to be much
more explicit than Americans. Asian and African cultures are usually at the
other extreme. For example, putting an illustration of a man and woman
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together on the bottle of a popular American mouthwash caused it to fail miser-
ably in Thailand. When the image was replaced by one with two females holding
hands, the product became a success. Another example: Condom advertisements
have been running in Europe for years. In the United States, such ads are still
controversial. Whenever possible, avoid sexual reference or implication.

Also, be very careful about putting animals into your ads. Animals mean
very different things in different parts of the world, and many peoples see
animals as sacred. President John F. Kennedy once experienced a close call
when calfskin picture frames were planned as gifts for the Indian Prime
Minister. Fortunately, someone in the American embassy stopped the gift-
giving before an international incident took place. As you probably know,
cows are sacred to some Indians.

There are traditions, superstitions, and beliefs to be aware of in every
culture in which you do business. Whatever your opinion of them, they can
devastate marketing efforts and exhaust your budget if you use the wrong
ones. Numbers are particularly interesting. In the United States, 13 is an
unlucky number, although Americans don’t avoid it with any great effort. In
Japan, however, the number 4 is the same as the symbol for death and is
generally taken extremely seriously. For example, when an American com-
pany tried to market boxes of four golf balls in Japan, very little product
moved off the shelves until the packing count was changed.

A telecommunications company ran an ad in the Middle East showing an
executive with his feet on his desk. Showing the soles of one’s feet is highly
offensive in that part of the world, and the ad was quickly rejected—at no
small cost to the advertiser. Some other examples: In France, red roses mean “I
want to seduce you.” So a bouquet wouldn’t be an appropriate prop in an ad.
In Japan, white roses symbolize death, as do clocks. In such cases, no amount
of translation will help.

Although I can continue ad infinitum with examples of what to avoid, the
most important thing is that you be sensitive to cultural issues and review
your international marketing materials and try to see them not as Americans,
Japanese, French, or members of whatever your culture may be; instead, learn
the cultural atmosphere of your target country and try to make your market-
ing ideas come to life in that context.

THE IMPORTANCE OF LANGUAGE

There is no greater component of culture than language. It is the only way to
significantly access another culture. As a company marketing products inter-
nationally, you can benefit from this or be hurt by it.
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Although the world’s population is studying English at an unprecedented
rate, there is also a resurgence of pride in native languages. There are many
examples of the trend toward linguistic nationalism. Singapore, after 20 years
of educating its people in English, is experiencing a major “Speak Mandarin”
campaign. In Spain, Catalan, which was outlawed during Francisco Franco’s
reign, is now spoken (with vigilance) by almost six million people in the Catalonia
region. In the Canadian province of Quebec, 85 percent of the people speak
French. Laws have been passed there requiring citizens to speak French at
work; English-language signs have been banned, and violators may be fined.
And in Wales, the nearly extinct Cymric language is making a comeback. In
1983, only 20 percent of the Welsh population spoke it; today millions are
studying Cymric.

“But,” you may ask, “isn’t English the predominant language of trade?” It
would be hard to dispute that English has become the common language in world
business. But less than 10 percent of the world’s population speaks English as
its native language—approximately 400 million people in 12 countries. Another
400 million people speak English as a second language. Native English speak-
ers often forget that non-native speakers have a limited vocabulary. Second-
language speakers generally have a vocabulary of approximately 2,500 words.
So it is important to respect the native language and culture of your markets.

When the Same Language Isn’t the Same

French. English. Spanish. Portuguese. Chinese. The list goes on. Ignoring the
differences from one “similar language” country to another can damage the
best of marketing campaigns. In the Canadian use of French, for example,
uppercase letters must have accents. In France, no accents, please—unless you
want to appear to be a foreigner. Dutch is the language of the Netherlands.
Flemish, a variation of Dutch, is the language of Flanders in Belgium and in
the city of Brussels. The two languages are similar yet different enough that
the speakers of each take pride in the distinctiveness of their language.

Also, remember that although another country may speak the same basic
language as yours (consider, for example, the United States and Great Britain),
the cultures may be unique and very different; this requires the same close
attention to localizing marketing materials as does localizing between cultures
that speak radically different languages.

HOW TO APPROACH LANGUAGE/STYLE

There are several major things to keep in mind when moving between lan-
guages. Many things don’t translate at all. Furthermore, writing style is a
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cultural difference that cannot be ignored. When translating a message from
one language to another, you need someone who can do more than just
translate literally. The French often prefer flowery language. For Germans, just
the facts will do, danke schon. The Japanese want lots of graphics (and love
cartoons); a good rule of thumb for producing documentation for use in Japan
is to make it 50 percent text and 50 percent graphics.

When it comes to idioms, homonyms, and slang, press the delete key when
localizing. Expressions that are part of one language and culture can rarely be
comprehensibly reproduced in another. English is especially rich with idioms
that simply can’t cross borders. What is “Greek” to an American is “Chinese”
to a Spaniard. (Confused? If you are, then I consider my point made.) The
Italians say someone has “his hands in the dough” to express being “with it”
or “on target.” A literal translation would definitely not “cut the mustard.” As
an example of why not to use homonyms, forgive me but let’s talk about, ah,
Windows. Windows isn’t windows in any language other than English.

A quick aside while I'm on the subject of language. Not only can incor-
rectly chosen words kill a good campaign, but graphic materials can either
embarrass you or point you out as a foreigner. Simple things such as electrical
wall plugs differ around the world. In a photograph, the right plug in the
wrong place will show that you're an outsider who isn’t paying attention to
the local market. In addition, photographs of people can carry too much
symbolism. A glossy of someone doing the American hand symbol for OK
could spell trouble in Brazil, for example.

Other graphic elements have various connotations in certain countries. For
example, triangular shapes in countries such as Taiwan, Hong Kong, and
Korea are seen very negatively. Watch out for them in logos and designs.

Language Comes in All Sizes

A-4 (210mm x 297mm, or 8.3 x 11.7 inches) is the standard page size world-
wide—except in the United States, where 8.5 x 11 inches is the norm. Bro-
chures, press releases, and ad copy should conform to the local culture. Many a
U.S-based company has submitted ads to international magazines only to find
that the film didn’t fit the publication.

Also, during translation the length of your text will expand or shrink. For
example, translating from English to French, Spanish, Portuguese, or Italian
can expand text length up to 30 percent. And when designing page layout,
consider such things as the length of German words. Likewise, up to three
Asian language characters may be required for a single English word.
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HOW TO DO SUCCESSFUL TRANSLATION (LOCALIZATION)

In my business, we’re careful about what we mean by translation. It’s impor-
tant not just to literally translate but also to totally localize during the transla-
tion process. This requires knowing and understanding all the cultural factors
mentioned so far, and then some. Knowledge of laws, accounting practices,
currency, date formats, and, not least of all, technological understanding must
go into the translation.

Using the right people to do the work is critical. Here are five things a
successful translator/localizer must be.

* A native speaker of the target language. Not just fluent, but native. Even if
someone in your company has lived abroad and speaks the target language
extremely well, it isn’t enough. All it takes is the use of “to” instead of “for”
(and those are minor possibilities) to let your readers know that your text
wasn’t written by a native speaker. The following sign found in a Paris hotel
elevator was probably not written by a native English speaker: “Please
leave your values at the front desk.”

* A good writer. Being a native speaker of any language does not qualify a
person to write, especially in the field of marketing communications. This is
an art that few people possess, so choose your resources accordingly.

* A full-time professional. Being up-to-date in technology translation requires a
full-time commitment. I constantly see companies contract students, spouses
of diplomats, and other very intelligent individuals to be “temporaries” in
the language field, when what they really need are professionals. Good
translators have access to electronic databases for the latest terminology and
work with terminology-management software. They subscribe to numerous
periodicals in their field of expertise. Most important, they bring invaluable
experience from years of training and delivery of quality documentation.
Full-time professionals also travel regularly to their native countries (when
living elsewhere). This is extremely important for keeping abreast of cul-
tural and linguistic evolution.

* Knowledgeable about your company’s goals and desired image. Provide transla-
tors with your annual report and all the product information you can. Talk
to them or to the company representative you're working with. They need
to understand you and your corporate culture.

* Knowledgeable about the product. Translators don’t have to be product experts,
but they do need to have a clear understanding of your field and possess
expertise that prepares them to write about your product. Most professional
translators specialize in particular industries.



AVOIDING CULTURAL MISHAPS DURING LOCALIZATION

When localizing, never rely on one translator from start to finish, no matter
how good the translator. Everyone has bad days, and no one is immune to
keyboard errors. I suggest using a team consisting of a primary translator, an
editor, and a proofreader. The same professional credentials needed in a trans-
lator should also be required of other team members.

Especially in high-tech markets, having appropriate localized technical
terminology is critical. A major computer company once divided the transla-
tion of a large manual among several groups, without the guidance of an
approved glossary. Consolidation of the work revealed five different terms for
disk drive. Before translation begins, your team should develop a bilingual
glossary of terms. This document will provide their suggested translations for
industry-, company-, and product-specific terminology. Before the process
begins, have your in-country distributor review this glossary for accuracy and
appropriate usage.

Another reason to develop a glossary is to determine what words should
not be translated at all. Often, if a product has been developed and named in
the United States, the common terminology for the product abroad may be in
English. For example, software stays “software” in many Romance language
translations.

Decisions about terminology shouldn’t exclude your company and prod-
uct names. Most companies marketing technical products choose to keep their
original name rather than translating it. In most cases, this choice works, but it
pays to check before making that assumption. One of our translators once
recommended a product-name change for France when localizing a software
product. The written name was fine, but the French pronunciation of the
product name would have been vulgar. (The client agreed to change the
name.) Another example: Some years ago, General Motors tried to market its
Chevrolet Nova automobile in Latin America, but no va means “doesn’t go” in
Spanish, a very poor name choice for a car in that market.

THE DIFFERENCE CAN BE EXCITING

What makes our world such an exciting place is our differences. It's amazing
how much more buy-in you can get from an overseas partner, distributor, or
customer when you commit to understanding cultural differences and adapt
your marketing and advertising strategies to them.
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CHAPTER THIRTY-SEVEN

Setting Up a Subsidiary

HOW TO TRANSITION AWAY FROM A DISTRIBUTOR AND
SET UP YOUR OWN OFFICE

By Rod Turner, Symantec Corporation

Rod Turner is a former general manager of the Peter Norton Group of the Symantec Corporation,
a Cupertino, California, software company of which he was also executive vice president.

HERE’S no survival manual for setting up a subsidiary in another country,

no guidebook that will change the odds of whether you’ll swim or sink
when you take the plunge. There are so many questions to ask and situations
to deal with that the process can be overwhelming. However, there are several
key approaches that, if well considered, will reduce the potential pain and
setbacks when making the transition from a distributor to a subsidiary.

If you are setting up a subsidiary, up to this point you've most likely been
using a distributor. (Usually when starting a venture of some sort, either indepen-
dently or as part of a large company, you initially aren’t big enough to be forming
international subsidiaries right away.) However, in very competitive markets, I
suggest not hiring a distributor who may be only half committed because of the
competitiveness of the market. Instead, hire an employee and have one person
on-site who cares 100 percent about protecting and furthering your interests. That
person can manage the local distribution channels. If you hire a mediocre distribu-
tor and have the attitude of “I'll change it later,” it may be a big mistake. Changing
horses midstream is difficult and isn’t conducive to success. So in these cases, it's
often best to start a subsidiary early on, even if it's a very small one.

Chances are, though, you’ll be working with a distributor. One of your
biggest challenges will be to smoothly transfer the business away from him.
Making the transition can be a sensitive and sometimes painful experience for
all parties if it’s not handled with thorough forethought, planning, and diplo-
macy. You should handle the transaction delicately and carefully; otherwise
the distributor can become antagonistic and “turn off the tap.”

HOW TO SMOOTH THE TRANSITION

There are several things you can do to minimize potential problems. When
you negotiate a distribution agreement, set the expectation from the start that
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your partner won'’t be your partner for life. Let your partner company know
that if you're successful together, you may replace it with a subsidiary at some
point. (You might not; the distributor may be so successful that you'll continue
business as is.) If possible, define a plan for a possible transition in the contract,
including terms that spell out exactly what will happen if you terminate your
partner to set up a subsidiary rather than because your distributor has failed
you. You need your partner on your side while making this transition. And
when the time comes, give the distributor appropriate advance notice. Even if
your contract doesn’t require it, it’s good business to do so.

Give the distributor an incentive to continue supporting your product
during and after the transition. One option is to define a royalty you'll pay
your distributor for a specified period after the transition (for example, five
percent for a year and a half) on all sales in that market, because a subsidiary
will take exclusive rights away from this partner. The main goal is to arrange
something that will make it in that company’s interest to cooperate, something
along the lines of “In return for providing my company with the specified
level of performance, technical support, marketing effort, sales resources, and
cooperation, we will give you a specific percentage royalty on all our sales
during the following period.” Or “We'll give you an advantageous discount of
the following amount for the next year—if you deliver.” Be specific about what
the distributor must do; don’t leave it as a general understanding that this
partner will be good to you if you're good to it. Often that will work, but when
it doesn't, the cost can be devastating.

Make sure that you own outright all translations and localized versions of
your products and that there are no cumbersome complications. Also, be sure
that you have in hand the source code and everything else needed to produce
the translated product. Don’t be caught at the last minute without all the disks,
or discover that you have version 1.0 instead of version 3.0 of your French
product, or find that you're missing a disk because a bug was being fixed and
the code was never returned to you. Likewise, make sure that you have an
electronic copy of the documentation so that you can reproduce it if necessary.
Be forewarned that although you may contractually have all the rights to
software, documentation, and the like, it still can be a nightmare to actually get
possession of the items and begin manufacturing the product yourself.

Take It One Step at a Time

During the transition, don’t start by doing everything at once. Take over the
various responsibilities from the distributor one step at a time while also
taking an appropriate percentage of the profits. Try to avoid a situation in
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which you’ve got all the responsibility for technical support, marketing, and
sales while the distributor has only distribution responsibilities—and gets most
of the profit. Frankly, distribution is a relatively easy function and doesn’t
warrant a huge profit margin.

One way to do that is to calculate, with the distributor’s input and buy-in,
what proportion of revenue is profit, cost of goods, technical support, market-
ing, sales, and translation. Allocate the profit to each of those areas of real costs
on a pro-rata or value basis. (You can negotiate the rates with your distributor.)
Then take responsibility for one function at a time, along with its calculated
“profit loading.” For example, say that the cost of maintaining the sales force is
10 percent of revenue. If you've calculated that a quarter of the profit margin
should be allocated to this function, then you’ll also take a quarter of the profit
when you take responsibility for the sales force.

SOME KEY DECISIONS ABOUT THE SUBSIDIARY
Here are a few important questions to ask yourself when opening a subsidiary.

e In which country should you set up a subsidiary? There are typically three basic
issues to consider: where to base the financial headquarters, where to manu-
facture, and where to have marketing and product support. One way to
decide is to examine these issues from a tax point of view. For example,
when doing business in Europe, you may want to manufacture in Ireland
because you get certain tax breaks there; you may wish to establish a
financial headquarters in Holland for several reasons, including the tax
benefits; and you may opt to place marketing and support headquarters in
the target country.

Be aware that geography is an incredible delegator. Being physically
separated from your office will give a great deal of autonomy to whomever
is in charge there and can easily lead to a loss of control. So put the proper
control and feedback procedures in place; make sure you visit the subsid-
iary often enough to stay in touch with what's really transpiring, and make
sure that employees of the subsidiary come to see you often enough. Don’t
finally make a visit there only to find that your managing director is driving
a very expensive car that you didn’t think was a part of the employment
contract—but actually was.

» How many people should you hire? A frequent misperception is that you need
to open a subsidiary with 8 to 12 people or with a fixed percentage of the
number of people in your home-country operation. However, one person
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(the right person) can generate great results; this may be the best approach
for you.

Nonetheless, when setting up a European operation, I caution against
hiring one person to be in charge of all of Europe right away. It’s a very big
risk; in some cases, the European market may be larger than the U.S. market
for your products. One way to put this decision into perspective is to ask
yourself: If you were based in Europe, for example, would you be prepared
to hire one person in a country as large as the United States, put him or her
in complete control of such a huge market, and give that person who is so
far away a large degree of autonomy? If you did that, you wouldn’t be
aware of what was really going on in the subsidiary for a long, long time.

The same caution holds true for setting up business in Europe. A good
strategy is to divide it into several regions, each with a managing director.
After a while, you'll get to know those people very well, and then you can
appoint someone to be the European managing director. It’s a very impor-
tant position, and hiring the wrong person can be a big mistake.

In the case of a U.S.-based company, should you hire locally or send
over a tried-and-true American employee? There’s no simple answer, but
there certainly are some big mistakes you can make by relying solely on
Americans in international markets. Americans are not popular in some
places and often aren’t well educated enough about a foreign culture or its
practices. However, if you know someone who is particularly savvy and
sensitive enough to the local issues—and who has the know-how to tune in
to local people for advice rather than overrunning them with his own
opinions—then that person may be a good choice.

* How do you find job candidates? Hiring an international employee is not easy
the first time around. You don’t have to spend a month in the target country
to hire a managing director; but if you don’t have someone in that country
you can rely on yet (an employee, a head-hunting firm), it can take time. You
don’t have to go to the expense of hiring a top-notch recruitment firm,
although it’s probably a very good idea.

Another option is to find a marketing firm or agency you can trust.
Typically these are fairly easy to find. They can run local recruitment adver-
tisements and prescreen the resulting candidates. Then by telephone you
can determine if the candidates’ caliber is approximately right and decide
whether to spend time in that country interviewing those people.

* How should you support the subsidiary properly? You must support it the way
you would support an excellent sales force in your home country. Subsid-
iary employees need fantastic competitive information (not only for the
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home country but also specifically for the local market), good training, and
proactive information transfer from you.

* How should tax issues influence your decisions? Strongly. Not understanding
these issues up front can cost you dearly. Some examples of questions to
ask: If your subsidiary has contract-signing authority, what is your tax
liability in that case versus having contracts signed in the home country? If
you incorporate, are you taxable in that country? Never make assumptions
about tax issues; hire an expert to help you make the appropriate decisions.
The same holds true for understanding a country’s governmental, bureau-
cratic, and trade requirements.

AFTER YOU SET IT UP

Once the subsidiary is functioning, keep it focused. Because international
subsidiaries have a lot of autonomy, they tend to want to do things that aren’t
part of your overall goals or plans. A subsidiary should do marketing, sales,
and technical support, and probably drive the translation process. Typically,
you don’t need to do anything else in an international subsidiary. However, it
may want to start developing or acquiring new products or divert too much
effort to developing value-added versions of your product. Although in some
cases these may indeed be the right things to do, you should at the very least
know exactly what is happening before the subsidiary embarks on that path.

The best advice I can give you: Once the subsidiary is up and running, if
you avoid the “out of sight, out of mind” mentality that is so easy to slip into—
if you continue to give this “distant relative” a high level of constant focused
attention, scrutiny, and care—you are more likely to swim than sink after you
take the plunge.
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