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mary macpherson: welcome

Good morning. I'm Mary MacPherson, Executive Director of Netpreneur, and I would like to welcome you to Coffee & DoughNets this morning. It's great to see so many familiar faces, and, as always, a lot of new faces as well. Welcome to the group. 
	This morning, based on your input, we've brought together a group of seasoned entrepreneurs and business people to talk about the challenges and opportunities that they faced—and that you face today—related to getting customers. We think that you'll walk away with some practical learning and experience that you can put to work in your companies when you get back to the office today.
	We'll get to the panel in just a moment, but, first, at last month's Coffee & DoughNets we gave you a quick update on some of the transitions that are taking place with Netpreneur and the Morino Institute. The net is, as Mario focuses his professional time, resources, and attention on Venture Philanthropy Partners, Netpreneur is looking at continuing its operation as a stand-alone initiative within the region. This means that we need to raise funding and build a sustainable business model. We're talking to groups and organizations about collaboration and partnership, and we envision that going forward we will be a more highly leveraged operation. We're optimistic about the outcome and have had some early successes. Now our challenge is to convert that interest into commitment, and, in order to help us do that, we need your help. Please take a moment to share the stories of your experience working with Netpreneur and being a part of this community for however long you've been a part of it. We have a very simple online form where you can tell us how you've been impacted by Netpreneur. By telling us how Netpreneur has helped you we can better tell our story to these other groups. If you can’t get to the form, or if email is easier, just send a note to mailto:successes@netpreneur.org. Tell us how you use services like Coffee & DoughNets or ActionNet or Netpreneur News and Calendar, and so on, and just what it's meant to you. It will definitely help us as we move forward. 
	As an aside, it’s funny that, as I was coming here this morning, I reflected that last month's Coffee & DoughNets was about spinouts, and this month’s is about getting customers to sign. We are definitely “eating our own dog food” here at Netpreneur. 
	One other note. A few weeks ago we launched a new discussion group called The Loop. The thinking behind The Loop is to continue the discussion online around the topics of these events, as well as holding special online-only events, such as recent appearances by Gina Dubbé of Walker Ventures and Ransom Parker of SpaceVest. I want to thank them both and encourage everybody to subscribe. It’s interesting. We thought there would be a lot of conversation about funding in The Loop, but, as it turned out, there was much more interest in talking about sales and building businesses. Our panelists today have kindly agreed to jump in to The Loop after today’s event, where they will be online to take your questions. It's an open forum, and everyone is welcome.
	Now let's get to today’s program. Our moderator this morning, Eric Becker, is going to walk us through “A Question Of Scale: Growing Into Your Customer Base.” Eric co-founded Sterling Venture Partners almost 20 years ago, so I think it's safe to say that he is an early adopter. He'll introduce and facilitate our panel and provide some background. That will be followed by Q&A and then Mario Morino will join us and take a shot at synthesizing the commentary in a wrap-up. Before I turn it over to Eric, let me offer my thanks to my colleagues on the Netpreneur team, to Mario, and to our volunteers this morning: Harish Bhatt of SingleSignOn.Net, Laurie Friedman of impact-resources, and Kristie Helfrich, recently of Cleveland and hopefully soon to be fully employed here. Without you we couldn't do these things. Thanks very much, and I'll turn it over to Eric. 


eric becker: follow the customer

Thanks, Mary.
	Getting customers. Could there be a better, more timely, or more universal topic for business? I don't think so. It doesn't matter what stage you're in, it doesn't matter what industry you're in, it probably is the most important thing in starting and running a healthy company. I'm excited to be here to talk about it.
	As Mary said, I'm a Managing Partner with Sterling Venture Partners. I didn't actually start our venture capital fund 20  years ago. Twenty years ago I started my first business, and I'll tell you about that in a minute. At Sterling we invest in business services, IT, healthcare, and education. The company that we're probably best known for is Sylvan Learning, which is a business that we took from a $3 million company to a $1 billion public company in educational services. My partner at Sterling, Michael Bronfein, started a company called Neighbor Care, which he took from a single location professional pharmacy to a $1 billion health care services business, so everyone in our firm has operating experience and has gone through what a lot of you have probably come through to today, which are the challenges of growing a business from the very early stages. We also have 56 CEOs who are limited partners in our fund, so we've surrounded our companies with people who have heavy-duty operating experience. There's nothing like having been there.
	I'm going to talk about some different stages in the life of a company, but I'm going to start with something about my father. Forty-five years ago, my dad started his first company. He's always told me that I should follow the customer—in all the decisions that I make in all of our businesses, I should follow the customers. Another one of his sayings is, “Shopping is the meaning of life.” Certainly, for businesses, shopping and what people are interested in buying is the meaning of life. People vote with their feet and they vote with their pocketbook. You can't go wrong by following the customer. 
	Twenty years ago, following in my dad's footsteps, I was a student at the University of Chicago and I started my own company called Life Card International. My younger brother, Doug, called me on the phone—he was a high school student—and he said that he had an idea for an optical memory card on which you could store up to 800 pages of medical history. I wrote the business plan, borrowed $3,000 from my mom to start the company, and went to a company I was working for part-time called The Levy Organization to try to raise some seed capital. That is probably one of the most difficult things that any entrepreneur has to do, especially if it's not from friends and family. The Levys, who were great entrepreneurs themselves, offered to put up a million dollars for 50% of the company. That's what seed capital cost 20 years ago, and there was one condition. They wanted me to go and talk to a potential customer for this technology.
	I found myself trying to figure out who I could go to that would need this card as a potential customer, and the biggest company that came to mind was Blue Cross Blue Shield. How would I get to Blue Cross Blue Shield? I was 20 years old and a college student. Other than being a subscriber to their insurance policy, I had no relationship with the company. But my physician did. 
	I went to my doctor and asked him to help introduce me to Blue Cross Blue Shield. What I quickly learned is that most doctors hate Blue Cross Blue Shield. Nevertheless, he was able to make an introduction, and, a week later, I was with the Vice President of Business Strategy laying out our business plan for the Life Card. A week later, I found myself presenting to the board of directors for the whole company. They decided that not only did they want to be a customer, they wanted to be a partner in the business. There's an interesting lesson here, which I'll talk about in a minute, but, first, a brief, funny story. 
	After they decided that they wanted to be a customer and a partner, they said that I had to go and negotiate my deal with their Vice President and Corporate Counsel, whose nickname, I was told, was Darth Vader. At 20 years old, I'm in this office with my younger brother, Doug, who's 18, and two other friends of mine who were also in their 20s. Darth Vader opens the meeting and says, “I just want to tell you how I negotiate. You will tell me what you want, then I will either say yes or no. If I say yes, you're in great shape. If I say no, you will have blown this opportunity.” 
	It was a lot of pressure on a young kid without any experience, so I did what I think any smart young kid would do who had a father who was an entrepreneur. I asked for a break and went into the conference room next door and called my dad.
	I said, “Dad, I'm in this meeting with Darth Vader.”
	He said, “What?”
	“I'm in this meeting with this guy and we're trying to put together the venture. He's telling me that how he negotiates is it's yes or no. If I say the wrong thing, I'm dead.”
	He said, “Son, everybody negotiates. That's just his style. What are you looking for?”
	I said, “Well, we would really like a royalty on the revenues from this company.”
	“What kind of royalty?”
	I said, “Ten percent.” He said, “Great. Double it. Twenty percent. What else?”
	I said, “Well, we would like a consulting fee.” Being in our early 20s, we had some things we wanted to buy, so we needed a consulting fee.
	He said, “How much?” I said, “There are four of us, $125, 000 apiece, that’s $500,000.” 
	He said, “Great. Double it. One million dollars. What else?”
	I told him we wanted equity in the company, and we worked that out. I went back in to the meeting and said to Darth Vader, “I would like a 20% royalty.”
	It was really hard to get it out. He said, okay, then I said, “I would like a $1 million consulting fee.”
	He said, “That sounds reasonable.”
	Lastly, I said, “And I would like 30% equity in the company.”
	He said no.
	I thought, my gosh, I've blown it. It's over.
	Then he said, “You can have 20%.”
	That's how we were able to get started with our business. The lesson in it, though, is that by having one customer that was our partner in the business, I found myself two years later forced to sell the company to them. With the royalty that we had put in place, they could never make money. They were funding the business and they were the largest customer. They said, “You know what, guys? We need to buy the company.” We didn't have a lot of choices but to sell them the business. Now, for a bunch of 20-year-olds in a multimillion dollar sale, it was still like winning the lottery, but it was a very important lesson in terms of what you give up in order to get that first company. 
	Now, let's talk about the different stages for an early-stage business. The earliest days, we call “genesis,” or “creation,” or it’s also known as the “scraping and clawing” phase. This is a time of true alchemy. You are Merlin and you must create the first “referenceable” customers. It’s creating something out of nothing, literally willing it to happen. In the early days of some of our companies, my brother would describe it that way—that we willed it to happen. We dreamt about it. We did everything we could, we hustled, and we got the first customers.
	Typically, these first customers are like partners with you in the business. Perhaps it’s not to the extent that happened to us with Blue Cross Blue Shield, but, hopefully, they’re working side by side with you and your product developers, providing design input and other important information. These are hard customers to get but worth their weight in gold. You may have to discount, offer warrants, or provide other incentives to make it relatively risk-free and worth their time. 
	One shortcut here is to leverage relationships. It could be that your previous employer will look at the product or one of the investors or directors of the business might be able to make a call and get you in at a high enough level. Perhaps you have hired someone who has sold to this target market before, and maybe they have credibility and can get you in. There are two ends of the spectrum here. One is to make hundreds of cold calls, dozens of appointments, and eventually will it to happen, or, alternatively, you might be able to call five people whom you have credibility with and say, “I have something exciting to show you.” That way you get in at the right level right away. 
	My best advice is to just start. Avoid waiting for the product to be perfect. A lot of times we find that companies will spend too much time planning and not enough time implementing at this stage. They want to make the product perfect. It's a little bit like Zeno’s paradox of the racetrack, that you have to get halfway to your goal, then halfway again, then halfway again, and so on. It seems like you're making progress, but you don't actually get there. You need to get out and get started.
	There's a famous Star Trek scene about the “Kobayashi Maru” from one of the movies. It's my favorite one. At the Star Fleet Academy, Captain Kirk earned his reputation as the only cadet to ever beat the no-win Kobayashi Maru computer simulation. He achieved it by secretly reprogramming the computer to make it possible to win. For this he earned a commendation for original thinking. Getting through the earliest stages of a company and getting these first customers require that type of creativity and original thinking. 
	Some of the pitfalls and traps of this stage are: not having enough prospects so you work for months on end and then find yourself back at the drawing board; not being strategic and getting customers that are economically unattractive or who are not going to help draw the next generation of customers—maybe you had to give away the farm to get them, and maybe they won't be impressive enough to help attract investors. Other problems can be becoming so enamored with your product or service that you overestimate the value proposition to the customer. You think you have something that is so important that the customer can't live without it, yet 12 months later, you find that you're still without a customer and the one struggling to live is you. Another major pitfall here is not being able to tell your story in a clear and concise way so that prospective customers can understand it. Many times the entrepreneur is so into their technology that they don't really take the time to understand the needs of the customer. "Isn't it neat" isn't going to cut it at this level. Perhaps the most important advice at this stage is to truly understand the business problem or the pain that you're trying to solve, and get that customer feedback through the right betas, pilots, and customer partners who will collaborate on product development, perhaps, even evolve into a customer advisory board at a later stage. 
	The next phase is a lot of fun and one that I get very excited about. It's the company's first real growth spurt. There are lots of ways to define it. One simple way would be to say that it’s between $1 million and $10 million in revenue. The characteristics of this phase include the excitement of closing real customers, dealing with real competition, getting that first deal from a potential competitor, and, most importantly, putting in place the processes and infrastructure to become a real business. After all, the goal is to create a sustainable growing enterprise, an important company. During this phase, the groundwork is laid that will ultimately tell the tale for your business down the road. 
	Some of the issues at this level include pricing, developing a sales organization, and initiating marketing. The great companies continue with many of the guerilla warfare tactics that they used at the beginning, using their dollars very carefully and making one dollar do the work of three or four or five. This is also a time when the business model will show its strengths or its weaknesses. Is your product properly priced? I can't tell you how many times I've seen businesses where entrepreneurs have underpriced their product. Do you have customers who return time and time again and grow with you, as opposed to always having to go out and find new ones? Do your customers refer other customers to you? Most importantly, and many times overlooked, do they pay their bills? Going back to what my dad said about people voting with their feet, you would be shocked to see how many companies think that they're growing their revenue, but, actually, their overdue receivables are growing at the same time. 
	By now the company will determine whether it's using direct or indirect sales channels or both. There’s a very important lessons to be learned here. A friend of mine in the Young Presidents Association sold his company and started a new one. Within six months of startup he had signed a deal with a Fortune 50 company for distribution. This company sorely seemed to need his technology for their customers, and, in fact, it seemed that his technology could ultimately replace that of this Fortune 50 company within a few years. This entrepreneur came back to his team after that meeting and said, “We're done. We've signed a distribution deal with the largest player in the world in our space, the dominant player. This is the day that we have really made our company.”
	What actually happened? Not much. The big company sat on his technology, putting off implementation, putting off the training of their sales organization, putting off the roll-out. Sales reps never actually were offered the proper incentives to sell his products, so they focused on the Fortune 50 company's products. In fact, one sales representative even said that adding his on as an additional sale only made the process more complicated and made the sale more difficult. Unfortunately, my friend learned quickly that having a large company as a distribution partner can be a blessing or a curse. They can throw so much business at you that you may have trouble handling it, or it may be like pushing string, trying to manage someone else's sales force but not actually being in charge. Sales strategy and distribution is crucial at this stage.
	It's usually here where many lessons are learned, including what works and what doesn't. Most companies begin to see the principle, that 20% of the customers will be responsible for a large percentage of the sales. It's very important now to be selective. There's always someone at this phase of the business who is still operating like he did in the scraping and clawing phase, having a hard time making the transition. This person has never seen a customer he didn't like, doesn't know how to say no, and will get your company in trouble by over-committing resources that you can't afford or doing a deal in which the economics don't make sense. 
	This is also a time when metrics start to matter. You can measure the time it takes to close the business, the phases of the sale, and the productivity of your sales and distribution function. By now, most of the sales processes evolve around some of the basic concepts born from the natural selection process of business survival—customers that have a need, a timetable, a sense of urgency, the authority to buy, and the budget. We could talk for hours about this topic and still come back to these basic ideas of need, urgency, authority, and budget, but what I would like to do now is to turn it over to our panel, starting with Rob Masri, and each of our panelists will talk a little bit about their perspectives. Rob?


rob masri: getting started

Thanks, Eric. That was very good. I learned a lot.
	[Laughing] Eric pretty much covered everything that I was going to go over so . . .  

Mr. Becker: I still have two more pages.

Mr. Masri: Then finish it up.
	My name is Rob Masri, and I am Vice President of Corporate Development and General Counsel at Multicity. I've been with the company almost from day one. We want to say thank you to Netpreneur and to Mario for all they do for our community and for our company. We've been involved with Netpreneur almost since our inception as well. 
	Just to give everyone a brief background on our company, it's a very unique and interesting story. As we developed, we had one sales strategy, actually more of a marketing strategy. We developed it and grew the company into what we thought was going to be a very profitable business, but then the market turned on us and we had to shut that strategy down and restart. 
	We are in the business of providing online communication tools to companies. These tools include chat rooms and message boards and instant messaging and web polls and anything that allows people to interact with the Internet or interact with each other using Internet technology.
	When we first started the company, our focus was to try to get our technology on as many websites as possible because we wanted to build what we called the first open distributed network. A lot of people who had been building Internet websites at that time had built closed-off portal sites. If you think of a traditional Internet portal, you think of Yahoo or E-Bay or AOL. These companies were trying to get you to come to their URL and sit on their property without escape unless you were to type in a new URL. Our approach was very different in that you could come to our site through http://www.multicity.com, or through any of the companies that were using our technology. As a new company began using our chat or our message board, they became part of our network, and our network began to grow exponentially. It was an interesting strategy. We got a story on the cover of The Red Herring talking about how it was a different approach from all the other people who had been building websites. 
	Our goal was that we needed to make money, so we raised venture capital and were monetizing our growth through banner advertisements. It was the right thing to do at the time. This was late 1998, 1999, and early 2000. When I first started with the company, I would call different websites and basically beg them to use our chat room or our message board. A lot of people would sign up because I would give them very creative ways that they could make money from it, such as revenue shares and other things that were very popular then. At the time, one of our investors' goals, obviously, was to take our company public, and the basic Internet metrics then were traffic, stickiness, and retention. Nobody really cared about revenue. 
	If you looked at Multicity at that time, we had lots of traffic because we were getting our technology on a lot of sites; we had lots of stickiness because of our type of technology; and as to retention, you can imagine that if you post a message on a message board, you're going to come back and see who has responded, so there was lots of retention. People would come back.
	One thing we did that was very unique was adding instant translation into the products because we found that a lot of companies outside of the United States began using our technology. We had websites in Brazil, in Portugal, in Spain, Japan, India, and all over the world using our technology. They found out about us through online marketing initiatives and so forth. Remember that in our concept of a distributed network, all of these technologies interconnected. If you went to a chat room at a website in Portugal, you were able to speak Portuguese with the people there. If you clicked a button called Active Chats, the entire Multicity network would be scanned and any other website that had people in their chat room would show up in a little window for you and you could click on that topic. Immediately, the chat room you were in on the Portuguese website would convert into that topic, regardless of the website it was on. It was a new way of navigating around the Internet through chat rooms and message boards and our various technologies. One of the things we found was that people would end up on websites all over the world without being able to talk to each other, so we embedded the instant translation product to facilitate interaction. 
	As I said, my goal early on was to generate revenue by getting more websites to use the technology so that we could develop more impressions and get higher CPMs (the price charged for an advertisement based on the cost per thousand viewers). At the time, the CPM rate was about $10, and we were showing millions of impressions on any given day for $10 per thousand. As time went on, the CPM rates started to drop, drop, drop. They dropped to $5, $2, 50¢. Now it's something like 6¢. Then a lot of advertisers started saying, “We don't want to pay CPM anymore. We want a CPC deal—cost per clicks—or CPA—cost per actions.” It became very burdensome for us to offer the technology in the way that we were offering it at the time.
	Let me step back for just one second. Our goal was to get on as many websites as possible. Instead of calling potential customers all the time, as I and other employees in the company had been doing, we decided that we needed a better way. We employed what we called the pyramid strategy, which involved calling companies that would give us access to lots of websites, companies like Network Solutions and Web development firms. But, as Eric talked about earlier, how would we get to them? The way we got to them was through investors. We asked our investors to make introductions. We asked people we knew in the community to make introductions. It's always very important to have warm introductions made for you, because a cold call is going to take a very long time to turn in to something. 
	Eventually, we had to basically shut down this banner advertisement model, however, because it didn't work. We weren't making the money we thought we were going to make as time elapsed, so we decided we were going to set up a direct sales team, which is where we are now. The direct sales team involves the pipelines and the funnels. We developed case studies for the various verticals that we were approaching, and asked: Which verticals do we think would benefit from our technology?
	We took our technology and developed it more into a solution than just individual products, and we combined the products into what we called a Minicity suite. We were able to sell this application that would allow companies to aggregate communities of interest around our technology to their websites. We were able to get some marquee customers like PBS, UVA, Amnesty International, and MTV that were able to help elevate us to the next level. 
	I developed a quick Top 10 list of things that I learned in this evolution. First is: Don't be afraid to give the first one away to the right customer, because the right customer can bring you marquee value, money, and the case studies and endorsement that you need.
	Second: Don't give the second one away, because, at some point in time, you have to show that your product or service has value. 
	Third: Set clear objectives and expectations for yourself, for your customers, and for your employees.
	Fourth: Reach out and touch your customers. It's like that old commercial on TV where the CEO walked around and gave everybody a plane ticket and got them to fly to their customers. You would be surprised how many CEOs have never even spoken to their top customers. Don't be afraid to talk to your customers and get to know them. 
	Fifth: Make sure that everyone is aware that the customer is king. Your employees, everyone needs to know that.
	Sixth: Focus your efforts so that everyone in your organization is on the sales team. It's not just two or three people on the sales team; everyone needs to be on the sales team, from the receptionist to the programmer to the CEO.
	Seven: Listen carefully and offer solutions to your customers' problems. Be willing to change so that your product moves from being a “nice to have” to being a “must-have.”
	Nine, and one of the paramount things: Always under-promise and always over-deliver.
	Finally: Be mindful of the clock. You have 30 days to get it done. If it doesn't work, move to the next thing because you've got to start generating revenue for your employees and for your investors. Thanks.


cory marsan: gaining momentum

Great talk, Rob. I can certainly echo a lot of those comments.
	I am Cory Marsan, Executive Vice President of Sales & Marketing at ServiceBench. I want to thank everybody. I'm pleased to be here this morning with all of you.
	I guess that I have a few qualifications relative to the topic at hand today. For better or worse, as it were, I have spent my entire career in sales and marketing. I won't go into how many years that's been, but it’s been at some very large companies. I started my career with the largest company in the world at the time, back in the early 1980s, AT&T. Over the course of the past 10 years I've been with entrepreneurial firms, starting with being one of the founders of Net 2000 Communications in 1993. We grew that from just the four founders, where we pretty much did everything and were responsible for all the sales, to an eventual sales force of 250 and 1,200 employees. 
	Most recently, I've started with a company called ServiceBench, and I’m back in the saddle as EVP of Sales & Marketing there. We're a technology company headquartered in Fairfax, Virginia, and we provide a Web-based solution for more efficient supply chain management. That is, we allow manufacturers to more efficiently complete post-sale transactions with their many supply chain partners, whether that be independent servicers, parts distributors, etc., for transactions such as warranty claims, parts ordering, and dispatch. I've come a long way from telecommunications. 
	In terms of our stage of development right now, we are probably somewhere between a stage two and a stage three. I'm going to spend the next few minutes sharing some of my experiences in “customer acquisition” not only at ServiceBench, but at Net 2000, as well, including some of the things you want to think about relative to customer acquisition. I love that term “customer acquisition.” I was asking if it was the new term for sales in 2002. In many cases you do find that you're acquiring these customers in interesting ways. 
	At this stage, I'm going to assume that you have developed a very compelling value proposition that is a differentiator for your product or service in the marketplace. You've identified who your target market is and you've also established those very, very critical reference accounts because you're going to need them. You must begin to leverage them within their industries and potentially across other industries as well. 
	So, you've had some success in stage one. How do you leverage it to get into a stage two situation? One of the first things you need to think about is your channel distribution. How are you going to sell this product? Is it going to be a direct sales force on a face-to-face basis? Are you going to use inside sales or telemarketing? Will you rely on an indirect sales force, or, potentially, combinations of all of the above?
	Let's assume that you've decided to go with a face-to-face direct sales approach. What kind of skill sets do you need to look at in hiring? In the case of ServiceBench, for example, we're a technology company that is typically selling to Fortune 500 manufacturers. It's a complex sales process that typically involves multilevel positioning. For me to hire a recent college graduate or someone with a couple of years of sales experience might save me some money in the short-term, but it will cost me in the long-term. We need very senior salespeople with proven sales track records. Not that that's always a formula for success, but that's what we are looking for. 
	At this point you'd better have developed a compensation plan, and that compensation plan needs to be designed so that it attracts the type of person you're looking to hire. It's also going to be designed so that it's incenting the correct behavior, because compensation will drive behavior. Make sure that your compensation plan is in alignment with your business plan. 
	Next, you need to think about how you are going to align the sales force. What kind of territory management do you want to apply? Again, this is going to depend very much on the products and services that you sell and the market you're selling to. There are lots of choices as far as that goes. Are you going to align by industry segments? By product specialties? Are you going to align them geographically? In the case of ServiceBench, it made sense for us to align relative to industry segments or industry verticals. We've had a lot of success in three specific verticals. One is appliances, with reference accounts such as Whirlpool, Frigidaire, and others; another is consumer electronics, with customers like Mitsubishi and Harman Kardon; and the third is lawn and garden, with accounts like Poulan, AYP, and Shindaiwa, all of which I had never heard of before November. I go to Home Depot these days and it's a whole different story. In each of these verticals, the supply chain process is somewhat unique. Also, the players seem to be fairly entrenched in various trade associations, so it makes a lot of sense to organize on a vertical basis and develop that subject matter expertise within each industry segment. On the other hand, in our early stages at Net 2000 our target customer was a middle market company willing to look at an alternative to Ma Bell. We had a pretty large nucleus of potential prospects, and it made sense to start aligning on a geographic basis. Later, as we matured within our larger markets, we began to also organize on a vertical basis within those geographic regions. 
	Now that you've built the foundation, it's time to start leveraging some of those reference accounts. I'm assuming that you probably have about four or five salespeople now who are going to do that. You need to start developing some visibility surrounding your company and some credibility. Those reference accounts will help you get there. The best piece of advice I can give you relative to that is make sure you're taking care of them. To get those accounts initially, as Rob mentioned, you probably didn't make a lot of money on them. You probably had to give some things away. They took a big risk to come with you, since you're a relatively unknown company. In return for that, however, they'll give you a lot. You need to continue to cultivate that relationship and turn it into a partnership to the extent that you can. With ServiceBench, we actually put language in our initial contracts indicating that these clients would allow us to use their names in our marketing materials and would help us with testimonials. That's not to say we didn't have to earn it. It wasn't a given. Only if we were performing to the levels that we had promised, would they do so. Think about those things early on because you're definitely going to need them. 
	At this stage you also want to start validating your ROI (return on investment) model. When you sold those initial customers, chances are you developed some sort of ROI formula that you could share with them. As time goes by, now you can start measuring or benchmarking. Did you, in fact, follow through and meet those performance standards that were set with those initial marquee customers? You're going to need those statistics for a couple of reasons. Certainly, they’re going to validate what you said, so you're going to add a lot more credibility. Chances are that your customers are going to want to help you work through those statistics. If you actually are meeting or exceeding the standards you set, you have a great story to tell. Your customer is going to want to tell that story internally, as well, because it validates his or her position in selecting you as a vendor in the first place. There's a win-win scenario going on here. With those statistics, I would encourage you to develop some case studies. Rob and Eric both alluded to that. Case studies are very important. They provide a compelling story of your credibility in the marketplace. Trade and business publications love to pick up stuff like that. Use them in your marketing materials, your press packs, your website, and so forth. Third party objective articles are very, very powerful. 
	Another great way to advance your product is to go through associations. Understand the various trade associations that your customers work with. Look for opportunities to speak within them and speak at events in general, like the Chamber of Commerce or events such as this. As a matter of fact, I think Netpreneur News just picked up a press release that we sent out on a new product offering. Use what you can from a public relations perspective and leverage your successes. You don't necessarily have to pay for play at this stage of the game. 
	Alliance partnerships are another area you want to look at. Are there potential partners out there that have complementary products or services to yours? What's in it for everyone? Make sure that there's a balance in terms of a win-win on both sides of the coin. They can help you get more feet on the street and potentially open up new markets for you. That was one of the strategies that helped put Net 2000 on the map. 
	In terms of growth, you need to understand when it makes sense to expand. Seven or eight years ago, the name of the game was bigger, better, faster. I think we've learned a lot since then. Today, logic prevails. It probably makes more sense to take a conservative approach to your growth. Make sure that you've nailed your product down and you understand your market requirements before you enter new ones. 
	Quickly, I have five lessons learned. Actually, I could be up here for about three hours with lessons learned, but I'll just share a few. They're in no particular order.
	Number one: As you build your business plan, your sales forecast, your sales cycle, whatever you estimate it to be, I would advise you to add about 20% to 25% to it. 
	Two: Know and learn from your competition. Don't take it for granted that just because you have an advantage today you'll have one tomorrow.
	Three: Don't be afraid to make mid-course corrections. Believe it or not, we don't know it all or have a crystal ball. 
	Four: Stay focused. There is a lot of opportunity for distractions. Whether it’s alliance partnerships that may or may not make sense for you or customers who want you to do custom development work that doesn't necessarily transcend into other client requirements, those things can take you away from your core competencies and core offerings. Stick to your knitting. 
	Finally, and this is in concert with what Rob said: Love thy customer. It cost you a lot of money to get them. You can continue to grow those accounts, and, of course, you want to leverage them in the form of testimonials and so forth. Don't squander the position that you worked so hard to build with them. Thank you. 


patrick arnone: growing to scale

	Good morning. I am Patrick Arnone. I am a native Washingtonian who spent 32+ years in the information technology industry, starting in computer operations, then into sales in 1970 in the timesharing industry, then hardware, software, consulting, professional services, and systems integration. About six years ago I launched my own retained executive search business, Arnone & Associates.
	I've been through most of what you have been through in these various levels of challenges that a business faces. I was with three different companies that grew rapidly from zero to a billion dollars, including Storage Technology Corporation, Oracle, and Sybase. All three also hit the wall at a billion dollars. I was involved in five different startups, three back to back, not necessarily as the founder, but, in several cases, either as the President and COO or as the sales executive. I’ve also been involved in some turnaround situations. 
	My experience in the technology industry has helped me with my clients relative to the retained searches that we conduct. We work only on a retained basis, from vice president level up to board members, and most of our searches tend to come through a VC, a board member, past client, or CEO referral. Eighty percent or so of our clients are between zero to perhaps $20 million in revenue, with the balance being in $500 million to multibillion dollar clients. My preference is to work with smaller companies because that's my passion, and, hopefully, the CEO or hiring executive can take advantage of some of the experience that I might be able to bring to the table. 
	I'll try to keep my comments today at a macro level. I feel like I've experienced a number of things in my time in the industry, and it really was a blessing in many ways. I was very fortunate to have been associated with some of the high growth companies that I was involved with. There's not enough time here to go through the details of the lessons I learned, but they're enormous.
	I see the challenges of a growth company as breaking in stages from the zero to $5 million mark, from $10 million to $25, then $50million, $100 million, $250 million, $500 million, $750 million, and a billion dollars, and beyond. Many of the issues faced are similar, but, at the same time, they are a different set of challenges and a different set of issues that I experienced at those various levels. I've been in several pre-revenue companies. They are very exciting and also very challenging in terms of finding those early adopters.
	I would like to share what I believe are the five most important things I learned. It sometimes amazes me, as simple as these are and as often as we all hear about them, that they are so often ignored. It’s just like when the doctor tells us don't eat this and don't do that. We all know these things, but we tend not to do them. Here they are in some relative order of importance, and, to me, the first is: Recruit the best team.
	We all know that. We hear it. No one ever confesses that they hired a B or C player. I have been associated with some of the best companies that I could have imagined, Oracle probably being the best example of bright and talented people that I had the good fortune of working with. We did two things at Oracle. Those two things were so important that they were Priority 1, which was revenue, and Priority 1A, which was recruiting. Recruiting was so important that it couldn't be Priority 2. It was about building a high performance business unit, a high performance organization, and a high performance company. We had plenty of other things to do, but I'll tell you, there wasn't much time to get beyond revenue and recruiting. Recruiting the best team is critical, but I still see mistakes made time and time again. Even if you conduct the search yourself, if you don't want to go to a contingent or retained search firm for whatever reasons, there are five basic steps to a search with critical things you've got to do. 
	The second major tenet to me is: Know your addressable market cold. I truly mean that. It's critical. Know your addressable market cold. 
	Third: Have a compelling product and service. Not compelling to you. Not compelling to your investors. Not compelling to your board. All are important, but it has to be compelling to your market, to your clients, to your suspects, and to your prospects. No matter what stage you're at, that is critical. 
	Fourth: Strong marketing. You need a crisp, succinct, powerful, compelling value proposition, differentiators, and elevator pitch. All of those things are essential. 
	Lastly: Position and sell business solutions to business people, not technology to technologists. That was something I had challenges with early in my sales career—selling features and bells and whistles. It’s the challenge of transitioning to more of a value proposition or consultative sell. Understand the client's business, what their problems are, and how to sell and position effectively to them. 
	To me, those are the five critical tenets. We could spend hours on each of those points, but I’ll just wrap it up with that and save it for the Q&A. 


deepak hathiramani: the ceo’s perspective

Thank you very much. I am Deepak Hathiramani, President and CEO of Vistronix. I'm going to take a somewhat different spin and talk a little bit about what needs to be done from a CEO perspective.
	I'm going to go back a little in history because I think it's relevant to the discussion. Right out of school, I looked for a startup company with the intention of doing exactly what we're doing today. I was fortunate enough to find a small one in Austin, Texas, where I went to school. This was back in 1986 and 1987, and we had a great product. We built software that tested other people's software. Great product. Great concept. Great time. We just didn't know how to market it. 
	Unfortunately, after three and a half years, the company fell flat on its face. We tried everything from raising money on the Penny Stock Exchange in Canada to private equity. We couldn't do it, and that taught me a very important lesson. 
	Moving forward, to gain more experience, I looked for another startup which was slightly ahead in its business life cycle. That brought me to this area, and I joined a company in Herndon which, at the time, was called Netrix. When I joined them in 1989 we were about 30 people and $300,000 in revenue. We had just closed a second round of venture funding, and the venture capitalists brought in a CEO who was instrumental in taking the company from $300,000 in 1989 to $30 million in 1992. We took the company public in October of 1992. In November of that year we were the second fastest growing company on the NASDAQ market. In February of 1993 we were the fastest falling company on the NASDAQ stock market. We lost 70% of our stock in a week's time. That also taught me a tremendous lesson.
	To scale a business from zero to $30 million is one challenge. To scale from $30 million to $100 million is a different challenge. If you don't adjust the management team or the strategy to go from $30 million to $100 million, you will never get there. I think that's the mistake we made. 
	We founded Vistronix back in 1990. It was sitting as a shell. Since 1992 we've pursued business very hard and we've grown it to about a $34 million company today. We are exactly where Netrix was back in 1992. It's back to: How do you get from $30 million to $100 million?
	From my perspective, there are a few key lessons to it. One of them, which Patrick mentioned, is that you've got to have the right management team. We, as entrepreneurs, tend to delay decisions based on the fact that things might get better. Maybe tomorrow it will happen, maybe the day after. Trust me, if you've got the wrong person in the wrong place, you've got to make the decision as fast as possible. Time is the enemy of business, and the longer you wait the more you're passing the business. You've got to get the wrong people off the bus and the right people on it. 
	The second issue from my vantage point is: What inherent skills do we have in the company that are going to enable us to scale the business to the next level? I'll give you an example. As a company, we developed a product for the State of Maryland back in 1999 specifically to address what, at that time, was called Perkins grants. Being in the services business, we didn't think about what else we could do with that product. After looking at it for a while, we recognized that if Maryland had this problem, the 49 other states had the same problem. We successfully managed to convert it from a product to a framework, and we have cross-sold it to a number of states. The lesson is, it's much easier to up-sell and cross-sell than to acquire a new customer. 
	The last point I'll mention in this discussion is a personal point. We get very entrenched in our businesses, and what suffers is your personal commitment to your family. It's instrumental that we entrepreneurs recognize that besides work we have another life and another commitment. It brings me to a story which I hope is not true, but I believe it probably is. It's about this small boy who comes to his father who is an entrepreneur and works extended hours. The boy goes to him and asks, “Can I borrow $20?” The father looks at him and says, “No, you cannot.” The son goes back to his room disappointed. Later, after dinner, the father goes up to the boy’s room and asks him, “Why did you want to borrow $20?” The son says, “I asked you how much you made last year. Based on that, I figured that $20 would buy me an hour of your time. Can I buy an hour of your time?”
	Those are the challenges that we face as entrepreneurs, and we must not lose sight that besides business we've got a personal life and we've got personal commitments that we must hold. Thank you. 


the audience: q&a

Mr. Becker: That's a great closing comment.
	Let’s go to questions, and I would like to start us off by asking, at the different stages of a startup, as the company grows, is there a role for outside help, say a sales consultant, to help an entrepreneur with developing their sales processes or to do training for the sales organization? Have you ever used one?

Mr. Masri: We have, but mainly to make introductions as we rolled out our business model. 

Ms. Marsan: Yes. I used to be one, so I'm a proponent of it. I think it can be particularly beneficial when you can't afford to bring somebody with certain skill sets on the payroll full-time. You can outsource it. In fact, one of the things that initially brought me to ServiceBench was a consulting engagement to help them take a look at their processes and what they were doing in sales and marketing. I think outsourcing that expertise makes a lot of sense, particularly when it doesn't make sense to have it on a full-time basis. 

Mr. Arnone: Yes, whether it's in a tactical area, a strategic area, motivational speakers, or anywhere you need to strengthen your organization. Outside consultants, whether for a half a day engagement or a multi-week engagement, absolutely can help. 

Mr. Hathiramani: Absolutely. That brings me to a point which I did not state earlier. You've got to recognize when you're in over your head. That's a challenge as an entrepreneur. It's very, very difficult to recognize that you're wrong. My goal has always been to surround myself with people who know more than I do in their respective domains, and that has been extremely helpful to me. 


Q: Deepak and Patrick, having been involved in multiple companies and multiple stages, what are the times when you need to look at your team and ask: These are the people who got me here, but are they the same people who will get me there? It's such a difficult decision for a CEO because these are people you've been in battle with. What are the times when you need to take that hard look, and when do you have to make those difficult decisions? 

Mr. Hathiramani: I think you've got to do it all the time. You have to constantly evaluate your team and make sure that you're at the right place at the right time. Certain individuals are great in growing a business from $5 million to $20 million or from $5 million to $30 million, but they lack the ability to scale the business from $30 million to $100 million. That's when you've got to make a decision, and some of these decisions are extremely difficult. I had one that was especially difficult. I had to tell the sixth employee of a company that it was time for her to go. She happened to be my wife. Those are tough decisions you've got to make. She had been the backbone of everything that we had and provided the support for which I'm very grateful to her, but, at a certain point, it was time for her to step aside and we had to bring in somebody else.

Mr. Arnone: I agree. You do it continually. Assuming—and this is not a trivial assumption and I don't want this to sound self-serving since I'm in the search business now—but assuming you've hired the right person, whether that's a salesperson, your marketing executive, your CFO. This is a classic problem that most CEOs and hiring executives have. They don't spend enough time thinking about and defining in writing the basic requirements, attributes, background, and experience that's required. They'll spend more time brushing their teeth than they will on that.
	But assuming that you've hired the right person, you've got to evaluate continually. I'll give you an example. When I joined Oracle, they were a $55 million dollar company worldwide. That was 1986. Four years later they were a billion dollar company. In 1986 the business unit I took responsibility for had 12 people and $2 million in revenue. Four years later it was 350 people and $100 million in revenue for both products and services. We were continually evaluating. Priority 1A was recruiting. We continually looked at our people, and, yes, we made bad hiring decisions anyway. As much time and effort as we put into it, which was unbelievable, every 90 days we looked at our people, certainly our salespeople who are very easy to measure. They were gone if they weren't on their number. It was that binary and that simple.
	The most difficult experience I had was also at Oracle. The business unit I was responsible for was profitable and making its numbers. Still, you weren't able to invest in your business unit, whether additional people or infrastructure, unless it came from your own margin. Ellison—I was one removed from Ellison during that period—didn't send us money to build our business. We had to fund it ourselves, which was fine. We were held accountable for that P&L completely. The most difficult thing was that Oracle forced us to rank our people serially every year. You know, rank them one through 150, or however many people we had. Regardless of where we were, and we were always way above our revenue number and way above our margin number, we had to prune the bottom 10%. That was the most difficult thing I had to do.

Mr. Becker: It's tough.

Mr. Arnone: It is a difficult thing to do, and I didn't totally agree with it. There was some value to it, but I didn't agree with it to the extent that Ellison did.

Mr. Becker: There's a great book called Topgrading: How Leading Companies Win by Hiring, Coaching and Keeping the Best People by Bradford Smart, about the program that GE and others used to assess and counsel that bottom 10% out. 


Q: Is there a role for using testing, such as skills assessment, personality profiles, or psychological testing in the hiring process for both management and salespeople?

Mr. Arnone: We were a big user both at Oracle and at Sybase for virtually everyone. To make a very long story short, we used it as an indicator, not as the ultimate decision element in our hiring process. It was used extensively, as was the report that we got back. It was a great data point that helped us in our decision process. We used both personality and assessment in trades and skills. It was a well-rounded assessment. We also used it to determine which of our salespeople were better suited as “hunter/killers”—the ones who go out and generate revenue no matter what obstacle—as opposed to what we called “farmers.” You need both. The farmers are the great account managers who grow it once the account is sold. It really does take a different skill set. Typically, you don't find many salespeople who are equally skilled at doing both. Most salespeople have difficulty admitting that. The big caution, and I'm not up on the law here so you've got to talk with your corporate attorney or your outside counsel, is that there are some serious legal considerations with testing. Sybase shut us down in doing it because it was not done throughout the whole corporation. There had to be some uniformity to it. 

Mr. Becker: At Sterling we have a full-time human resources executive. We do assessments during the due diligence process—it's actually in all of our term sheets—and then we encourage our portfolio companies to do an assessment on an annual basis. 


Q: How do you compensate your sales executives at the early stages? Also, does anybody have any innovative ways of figuring out how to compensate the sales executives when sales doesn't have a track record yet? 

Ms. Marsan: You always want to have a commission or incentive component to your sales compensation plan, but, in the beginning, you will have to pay a higher base salary because you don't have the traction. Unfortunately, that can lead to a situation where you have very high base salaries. Then you get the traction and suddenly your compensation isn't where it needs to be. It should probably be a lower base and a much higher percentage tied to performance. How we avoided that is we would typically set a timeframe that would involve a non-recoverable draw to get us to a certain stage or milestone level. 

Mr. Becker: That's a good idea. We've also worked with our professional search firms to get the studies on the various compensation models people are using, so you can be competitive in the marketplace, which is critical. We used to joke that for a sales compensation plan we wished we had an ATM in the office. If you got an order, you came back to the office and the ATM would pay out a commission on the spot.
	Well, I see that we are running a bit late, so that will have to be our last question.

Ms. MacPherson: Let me just note that we'll take written questions in The Loop discussion group even after the event. You can subscribe online, and send your email questions to, mailto:loop@listserv.morino.org.

Mr. Becker: With that, I would like to ask Mario to come up. Thanks to all of our panelists. You were terrific.


mario morino: wrap up

First, thanks to everybody for again showing up so early in the morning. It's amazing. At 6:30 people were already knocking at the door. I also want to thank Mary and Ben and the Netpreneur team, and especially our panelists, Eric, Rob, Cory, Patrick, and Deepak. 
	For those of you not in sales, you heard some great wisdom today. I had a lot more hair before I began to understand sales. For those who don't appreciate sales, I'm going to try to impress upon you that it's probably more important that you learn it than any other thing you're going to do as a CEO. Otherwise, you’ll put a glass ceiling on your business. It's probably the hardest lesson I had to learn. 
	What I want to do is narrow this down and see if I can summarize the comments. I brought it down to six fundamental points, and I'll try to elaborate on each.
	Number one, know the fundamentals. Number two, it's about the entire business. Three, you need seasoned, professional distribution management. Not sales management, distribution management. That's sales, it's marketing, and it's support. You're going to find how complex sales management actually is at the end of the day. Number four, to Deepak's point, it's about scaling and the changing definition of excellence. Five, it's about compelling knowledge of your field and your competition. Six, it's all about values and culture.
	I want to go back and talk about that first item, “know the fundamentals,” and start by mentioning an individual, Bill Gorog, who recently passed away. Shannon Henry wrote a column about him in last Thursday’s Washington Post. I had the pleasure of knowing Bill, and he was a remarkable gentleman. He was the creator of LexisNexis, a company he built and sold to Reed Elsevier, Inc. In Shannon’s article he discussed one of the hardest lessons he learned. When he first brought LexisNexis out, he picked the wrong buyer. He originally thought that the logical user would be doctors, but he found out that although they wanted it, they wouldn't buy it because they couldn't go to their client—you, the patient—and admit that they were using another service. It appeared to show a weakness in the doctor. They also didn't have an easy way to pay for it. Bill found that the profession that would pay for it was the legal profession because they could easily pass the cost on to their clients.
	That lesson is about the fundamentals. I can't stress this enough, and I'm going to try to dig into it a little bit. You’ve already heard it in different ways, but you have to know what you're doing with your product or service and how it's going to reach the buyer. If there's an absence in most business plans, that's it. Entreprenurs tend to gloss over this with baloney like, “We're going to get 1% of the market.” Every time I see that, I want to throw the business plan away immediately because they’ve just told me that they don't know dink about their business. Sales is logistics, and there's a series of mechanics that gets that product or service into the buyer's hands. 
	The question is, who is the buyer specifically? Patrick touched on this. Will they actually buy? That's different from whether there is a need. There could be a need, but there may not be the ability to pay for the solution. You've got to confirm it. After that, what will be the steps, the specific steps in the process, from the time the sales process starts with a cold call or lead to the time a purchase takes place? That's where all the complexity comes in that we talked about: Is it direct sales? Indirect sales? Consultative or point sale? What kind of compensation systems? It’s all that management process that gets you there, and the panel did a great job and covered a lot of it.
	The point I'm getting at is that those specifics are important. A person came in from the field last week, after talking to somebody who happened to be from a nonprofit that's trying to market a software product in the health services area. He was very well intentioned, and he had no idea of my background in software, unfortunately. I asked him, “Who do you sell to?”
	He said, “We sell to communities.”
	I thought to myself, they don't stand a chance. I asked, “What do you mean you sell to communities?”
	He said, “You know, we sell to communities.”
	I said, “No. Who do you sell to?”
	It kept getting more and more vague. He didn't understand the point I was trying to get at. You've got to know the type of organization that will buy your product and who in the organization you’re selling to, specifically, and where you’re going to get paid from. As basic as that sounds, you've got to think those fundamentals through because they’re going to dictate everything you're do.
	The second point is that it's about the whole business.
	Patrick and I go back a long way. There was a period of time when we had this ongoing battle. He was a VP of Sales, and he always said, “Never confuse selling with installing.” I was a CEO. I said, “You should always confuse selling with installing.” That’s because, at the end of the day, it's about the whole business. You can never forget that. It's not that someone is on the sales team; they're on the business team. That means every developer is there to support the salespeople, and every salesperson is there to support the developers. It's a culture you've got to build. If you're going to win long term, it's a team that sells. Selling is not just a point in time. If you don't service that client, you've got a problem when you go back for repeat business.
	What you have to do, and it's important, is to create respect between the various factions in a business. Often, you see anything but that respect, and that creates a tension that's quite unhealthy. Tech people don't want to come to the support of a salesperson, and salespeople will look down on the tech people. You've got to overcome that. Now don’t get me wrong. In a functioning organization everybody is not going to become bosom buddies, but the idea of respect, we can get behind that. It’s that we're all trying to solve a problem for a client. It's orchestrated by your account manager and by your salesperson, but you may need to bring in development people, executives, support people, and others to work on the issue. Creating that holistic environment and mental attitude is key. 
	Once a developer was hired into our company. He wanted to make some brownie points and was explaining something to me by writing all these formulas on the board. I looked at him and asked, “How would our customer look at that?” He said, “I don't care, that's a sales job.” I said, “You're finished.” It's that quick. You're finished, because you don't understand what we're about. Every technical person in our organization had to be able to go out and talk and walk and be with a salesperson because that was our life. I think that's very germane for a CEO as well.
	Number three, you need seasoned, professional distribution management. If you heard what was said here today, you're going to gain an appreciation of how complex good sales management is. Cory touched on compensation, for example. I’ve been amazed watching various compensation plans put together. There's an awful lot of thought that goes into creating the right incentives, and you can actually dis-incentivize a sales force with the wrong point systems. Territorial makeup is another critical issue. One of the lessons we learned was that continuity of territory coverage was our single most important indicator of sales. Not proposals. Not calls. It was territory continuity, meaning an experienced sales rep in place in the same territory for a period of time. We began to track that as the most important indicator for our sales management. Let's say we had 300 reps, which meant 300 sales months in a month. How many of those months were occupied by an experienced, trained salesperson who was on board with the company for at least a year and had been in that territory for more than, let's say, 18 to 24 months? Anything less than that was a sub-par performance in that slot. If you're looking at your sales numbers and, out of 300 potentially productive rep months 150 aren't at par, you've got a problem. That's taking it down to logistics levels.
	To Deepak's point about scaling and the changing definition of excellence, we find the same issue in both the investing we do professionally and the investing we do socially in nonprofits. It's so difficult to get somebody to realize how their life will be in the future. The comment was made to hire the best, and you should, but the question is, do you know what the best is at a point in time? That's the problem. I went through five evolutions of my business in which we thought we had the best. I get so sick of seeing business plans that all say, “We have a world class team.” It’s baloney. You don't know what a world class team looks like yet. You're too young. You'll get to a point when you actually have a world class team, but it typically doesn't start too early in the cycle. It's when you have established pros in place.
	Get experienced people around you who know where you're going, rather than where you've been. It's so important to have somebody on your board who has seasoned distribution experience at a company multiple times your size. The most important thing we did when we merged—we were at about $100 million in revenue—is that we made it a point to recruit three CEOs to our board who had built similar software service businesses of between $750,000 to $1 billion in size. I can't begin to tell you how much I learned in the following two years. You've got to talk to people who have been where you're going. If you're hiring in sales, you've got to get a salesperson who has been where you've got to get to. If you’re still an emerging business, don't hire somebody who sold the same thing you sell today because their experience base is not going to push you. You're not going to grow, and you're going to find yourself unable to scale, as Deepak put it, when you're at that next point. 
	Always hire out in front of your needs and hire the very best you can get. The challenge is understanding what the best is, and I'll challenge you to think high all the time. Hire upwards all the time, and, whenever you hire, ensure that the person is going to raise the level for all the management on the team. I can't stress that enough, and I think everybody else has made the same point about the critical nature of hiring. 
	Next is compelling knowledge. When a CEO comes in with a business plan, I always try to ask about competition and the field right away. That's going to tell you an awful lot about what they know about their business. You never, ever stop learning about the field. Every time you lose a major order, you had better dissect why, and you had better understand why you won the business that you won. This was Cory's point.
	You have to know where your competition is coming from. This story goes back into the late 1980s when we were talking to IBM about what was happening in the distributed systems area. They really did not read their market. They weren't listening to the right customer bases. They weren't out there collecting the right intelligence. As they focused on DEC as the player infringing in their market, they didn't see Novell or Microsoft eating their lunch in the distributed systems area. They also didn't realize how much the database management area was changing by the mid 1980s. They were listening to their standard voices as opposed to being out in the field, one step off the competition.
	How far do you go? All the way. We used to have telemarketing teams that followed the competition. If they ran a seminar, we would debrief the area to find out who went and we would come right in behind them. It was terrific. They created interest, and we would come in and sweep behind them and pick up the business. We knew what they were doing, and we stayed right on their trail the entire time. You breathe, eat, and sleep your competition. You have to. 
	Next, the values and culture. I think great sales organizations start with the CEO. If it's all coming strictly from the EVP of Sales, you're already making it hard for that person to be successful. The culture of an organization starts with a CEO, and you don't have to be a salesperson to eat and breathe it. I began to really respect sales. I realized that with all the great technology around, nothing mattered if we couldn't sell. As basic as that sounds, it's a huge admission to realize that your great product can't sell without a good sales force.
	I emphasize the importance of the CEO setting that culture, and it's not just in sales, it's a continual process with the client. At one point I went to 25 CIOs that I knew pretty well in the industry. We were trying to bring a message to our own sales force. I asked the CIOs, “What is the most important thing you see in salespeople? What do you want to see?” What came back were not words you often ascribe to some salespeople, unfortunately, although they should be because your best salespeople live up to them. The words were values, integrity, and honesty. Twenty-five top CIOs in the country, and notice what they said. What did they want? “I want salespeople to help me solve my problems and I want them to be straight with me.” Pretty simple, isn't it? Part of that is having that “compelling knowledge” we talked about, because it's about the value to the client. It's about how your products and services relate to their issues. It's about understanding their priorities. Sometimes you have to back off because you're simply not on their priority list, and you have to figure out how your products are going to solve one of their priority needs. Their other interesting comment was, “Stop treating me like a customer and start treating me like a person. Take me from being an object, a quarterly stat, to realizing that we’re people.” Pretty basic stuff. Great salespeople and great executives realize it's about relationships and people. You set the tone and you give them the confidence that you're going to be there to help them solve their problems, that you're going to marshal your resources to get it done. It's not about sales. It's not about support. It's not about development. It's not about contracts administration. It's not about collectables. It's about you as a team solving that client's problem. That's the ultimate sales machine. 
	Thank you all very much.



