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Routes to Success in a Global VME
M a r k e t

Pete Yeatman, President, The Yeatman Group, Inc., Jackson,
NJ, USA

Small to mid-size companies (which include most of the VME
community) are just starting to realize what the mega-compa-
nies realized five years ago — the globe is becoming one mar-
ket. The big guys can move into markets through mergers and
acquisitions. These types of deals come easy for a British
Telecom, a Siemens or an AT & T, but for the rest of us, this is
pretty risky business. However, the handwriting is on the wall:
small companies that used to provide niche product to local
markets will no longer be immune to outside
competition. Economic borders and protec-
tionist laws are dropping like flies. 

Those companies that can see the oppor-
tunity presented by these changes — and cap-
italize on them early — will succeed. There will
be many more that ponder and discuss the
subject for years to come and miss the oppor-
t u n i t y. My expertise in international trade is
really limited to Europe and North America, so
the following thoughts and comments focus on
these markets, although I’m sure they are valid
everywhere. 

The biggest hurdle to an even more rapid
proliferation of the trend towards globalization
is local culture. At best, we’re tolerant of other
cultures and we try to work around them. Ti m e
and increased exposure to diverse cultures will
eventually rectify this situation. Discussion here will be restrict-
ed on this issue as it has been beaten to death by everyone who
writes about international trade. 

North Americans have the same problem penetrating the
European market as the Europeans have penetrating the North
American market. In order to be a global player and a major
player in any market, you need to have a presence in these two,
and eventually, in other international markets. The issue is how
to achieve a successful market entry. Any time a group of busi-
ness people get together and talk about going ‘overseas’ you can
hear ten horror stories, for every success. The stories have sim-
ilar themes: a lot of time, a lot of money, diverted talent and
effort lost and nothing in return. If you really study these expe-
riences, you learn that almost all the failures are a result of poor
planning and an inability to deal with local culture. 

A company planning to enter a new geographic market has
to develop a plan that falls within its budget, yet has a strong
probability of success. If a company does not plan, or is inca-

pable of developing a ‘valid’ plan that ensures success, it is bet-
ter off opening a window and throwing out the money they
planned to invest. Throwing the money out a window will cre-
ate less corporate turmoil and loss of company focus than
attempting to execute a plan doomed to failure.

T h ree Essentials for Successful New Market Entry :

There are many criteria for successful entry into a new geo-
graphic/cultural market. The three most crucial are the ability
t o :

Introduce a product that is needed by the
market, ‘packaged’ for that market, and offered
at an acceptable price.

Develop an awareness and a demand for
the product.

Provide a mechanism and infrastructure to
fulfill the demand.

Many collateral issues may exist, to be
sure, but if these three are not effectively
planned for, the rest are meaningless.

Similar to the subject of cultural differ-
ences, countless opinions have been published
about product introduction and promotion, so
I’ll reserve comment on these two issues for
another time. But little is ever published about
establishing the most effective route to market
that will fit within the budget and the plan.

Since we are concentrating on the VME market, some sales
channels are a much better fit than others, and discussion will
be limited to those.

Sales Route Choices

The VME market ranges from connectors, to silicon, to boards,
to systems. Depending on the product, any one, combination,
or all of the classic sales channels may be a good fit. Here is a
simplified summary of how they may relate to the VME market:

1. ‘Mail Order’ — This now includes all the electronic media.
The potential customer is stimulated by a presentation of the
p r o d u c t ’s ability to solve a problem he or she may have. No
questions need to be answered and the customer places an
order electronically or via the mail if the prospect has the prob-
lem detailed and perceives this product to be the best solution.

This route to market works only when a concise simple
message can be presented detailing the potential problem the

“Many collateral issues may exist, to be sure, but if these
three essentials are not effectively planned for, the rest are
m e a n i n g l e s s . ”
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product solves, how it solves it, benefits
over any and all alternative solutions, cost
and how to obtain the product.

2. Distributors — This is the next step
up. Depending on whether you are locat-
ed in Europe or North America, the defi-
nition and operation of these organiza-
tions vary. European distributors tend to
act more as a cross between VARs and
U.S. manufacturers representatives. They
perform sophisticated design-in activity,
take possession of the goods and, in many
cases, set their own prices, but may not
always stock product. 

In the U.S., distributors do not act like
VARs, do take possession of the goods,
stock product, tend to be less sophisticat-
ed technically than their European coun-
terparts and are most effective selling
established, stable products that require
limited design-in effort. Products requir-
ing a high level of customer hand holding
to achieve the design-in are not as effec-
tively sold through distribution in the
U.S.. For highly technical products like
VME, U.S. distributors are most effective
when coupled with established suppliers
and products; providing many faces in
front of existing customers and allowing
the manufacturer’s direct sales personnel
to concentrate on design-ins.

3. Manufacturers Representatives and
Agents — Once again there are different
definitions and views depending on geog-
r a p h y. An agent is a little like a bounty
h u n t e r. The agent uncovers a potential
c u s t o m e r, notifies the manufacturer, per-
forms some form of introduction, then
basically steps out of the picture.
Europeans tend to associate manufactur-
ers representatives with agents. I’m sure
that if not properly managed, some man-
ufacturers representatives will act like
agents. A well managed, quality manufac-
turers representative’s job is to uncover
sales opportunities, qualify them, help
develop the design-in, provide support
and act as liaison through the project and
then condition the customer for the next
o p p o r t u n i t y. This route to market tends
to be much more technically capable and
qualified in the U.S. and much less so in
Europe. In almost all situations these
sales organizations do not take title of the
g o o d s .

4. Direct Personnel — Naturally, hav-
ing your own people concentrating on
just your product will provide just what
you want — it’s all under your control.
These personnel concentrate solely on
your product, derive their entire income
from its success and can be continually

trained technically on the product.
Accepting as fact that there are geograph-
ical problems (distance and, in Europe,
language), in order to get in front of the
customers effectively a large number of
personnel are required.

W h a t ’s Right for VME

VME is a sophisticated technical market
and I can think of very few VME products
that can be sold via ‘Mail Order’. This
does not mean that providing product
information electronically doesn’t work.
To the contrary, it is a highly effective and
efficient means of providing information.
There are people who feel that this is the
wave of the future. There are also people
who do not think that they should abdi-
cate the sales function to the customer,
and think that sales people are still neces-
sary to influence the customer’s decision.
With few exceptions, ‘mail order’ is not an
effective sales solution for VME manufac-
turers, although it is an effective promo-
tional tool.

The direct sales force is the most pro-
ductive. The issue is — when is it the
most efficient? This is the most costly of
all the routes to market and has a high
fixed cost regardless of sales. Each situa-
tion is unique; however, if a company’s
customers are concentrated geographi-
c a l l y, focused in numbers, or the compa-
ny has reached a certain threshold in
annual sales within the territory (in the
U.S. VME market it is in the neighbor-
hood of $25M), a direct sales force may be
the most productive and efficient route to
m a r k e t .

Most VME suppliers looking to devel-
op a new geographical territory can not
afford to move into it with a direct sales
force. They may proceed with a limited
number of direct personnel, if any, and a
supplement of indirect sales organiza-
t i o n s .

One difference between Europe and
North America is the ability to isolate ter-
ritories. In Europe you can say (for exam-
ple), I do not have sales channels in
Portugal or Greece, where in North
America you can not say, I do not have
sales channels in Arkansas and Idaho.
(The only place left in North America that
can still be excluded is Mexico and this
will change within the next five years,
too). That means that once a company
decides to penetrate the US market it
must provide a solution for the entire
m a r k e t .

A Money Marr i a g e

When developing a relationship with
independent sales channels, it is impor-
tant to keep one thing in mind — these
channels are in business to make money.
Too many manufacturers think that they
can go into a relationship like this with an
attitude that they are giving the distribu-
tor or representative a golden opportuni-
ty to take on their line. This is wonderful
when true; sometimes this ‘truth’ is col-
ored by those through whose eyes it is
viewed. Utilizing independent sales chan-
nels is like a marriage. You must have
respect for one another and be able to
work together to be successful together.
As long as there is continuous effort, com-
munication and support, this union will
be all that it can be. One of the most dif-
ficult sales efforts a manufacturer will
have is selling the concept of success with
his product to an independent sales chan-
n e l .

Selecting the appropriate mix for
your route to market, establishing a plan
for growth and supporting these routes to
market are essential for success. As few as
five years ago, it was virtually impossible
for companies under $10M in sales to
effectively penetrate an overseas market.
F o r t u n a t e l y, today many options are
available electronically that allow compa-
nies to establish virtual companies, pro-
vide support from the home office and
still appear as a local supplier. This, cou-
pled with some indirect or direct local
sales channels, enables almost any size
company to successfully penetrate a new
geographic market. The important thing
is to explore the possibilities and develop
a viable sales channel plan that will result
in a successful and affordable market pen-
e t r a t i o n .

*       *       *
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