1990 _

SOFTWARE
- QUCCESS

REFERENCE @&
BOOK

BY DaviD H. BOWEN

.
S e —— — — e
—— 2d i —————— . = B 2



- SOFTWARE
QUCCESS

B REFERENCE

BY DaviD H BOWEN




Copyright 1991 By David H. Bowen

All rights reserved. No part of this book may be
reproduced or transmitted in any form or by any
means, electronic or mechanical, including photo-
copying, recording, or by any information storage
and retrieval system, without permission in writing
from the publisher.

ISBN 0-9625967-0-2

Published by David H. Bowen
Publisher
Software Success
PO Box 9006
San Jose, CA 95157-0006
(408) 446-2504
FAX (408) 255-1098

Edited by Shirley Merrifield

Printed in the United States of America

First Printing, 1991



Table of Contents

1. Promotion

A. Promotional Activities Survey ............ . ... . i i, 1-2
l.CompanyRevenue .. ........ ... i, 1-2
2.Computer Type .. .. oiiii i e 1-2
3. Market Size .. oo i e e i e e 1-2
4. Promotional Budget ... ....... ... i i e 1-2
S.Effectiveness . ..........c. i i e 1-3

a. Agency Effectiveness . ........... ... . o iiiii 1-3
b. Freelance Effectiveness ............ ... .o ... 1-3
c. Communications Manager ...........c.ooiniiniiananan 1-3
d.President . ...... .. i i i i e e 1-3
e.Marketing .. ....... i s 1-4
f.8ales ..o e 1-4
6. Responsibility ......... .0t 1-4
7. Secondary Responsibility ........... . . i 1-5
8. Usage of Promotional Techniques ........................ 1-6
a.PressReleases . . ........ .o i, 1-6
b.Trade Shows . ....... .. 1-6
c. Company Brochure .............. ... ... i, 1-6
d. Mandatory Requirements ......................... 1-6
€. Newsletter ... ...ttt 1-6
fImage Ads . ... v e 1-6
gATHCIES ... e e 1-6
h.Press Kits .. ... i i 1-6
i. Talkingtothe Press ......... ..o, 1-7
9. Effectiveness of Promotional Techniques ................... 1-7
a.PressRelease ...........c0 i 1-7
b. Trade Shows . ... ... ..., 1-7
c. Company Brochures .......... ..., 1-8
d-NewsIEtters . .. ..ottt ittt e ciianaann 1-8
e.Image Ads ...... ... .. .. i 1-8
fLATtiCles ... e e 1-8
g PressKit ... ... 1-8
h. Talkingtothe Press . ........... ... .. 1-8
10. Newsletters ... ...t iiiiiiiniaenieennennns 1-8
. Frequency . ........cuuuuuiiiiiininnnnananns 1-8
b. Who Writes the Newsletter? ....................... 1.9
c. Hiringan Agency . . . ... .. it 1-9
11. Why use Promotion? ........... ... iy 1-9
12. Primary Promotional Technique ................ ... ... 1-11
13. Changes in Usage of Promotional Techniques .. ............ 1-11
a. Press Releases . . . ... e O 1-11

Software Success® 1990 Referende Book i



Table of Contents

b.TradeShows .......... ... ... . L. 1-11
c. Company Brochures ............... ... .......... 1-11
d.Newsletters ... ....... 0.ttt iinnnnnen 1-11
e.Image Ads ......... .. i 1-11
foArticles ... 1-11
g PressKit ....... ... . .. i 1-11
h. Talkingtothe Press .............. ... . L. 1-11
14. Agency You Would Recommend ....................... 1-12
15. Promotion Budget as a Percentage of Revenue ............. 1-13
16. Primary Promotional Technique by Computer Type ......... 1-13
17. Increasing Use of Promotional Technique by Computer Type .. 1-14
18. Promotion References ............... ... ... ... . ..... 1-15
B. Questions and ANSWeErS . .. ...........c.ciuiiititnnrnanncnenann 1-18
1. Press Release Mailings . . . . ......... ... i 1-18
2. Working with Creative People ................ .. ... ... 1-19
3. Magazine Discounts . ............0iiiiiiiiiiiiia 1-20
a.NewMagazine ..............ciiiiiiiiiinnennn 1-20
b. Try a Different Magazine ........................ 1-21
c.New Year Budget .............. .. ... .. it 1-21
d. Conclusion . .........oiiiiiiiiiii i 1-21
4. Ad Agency for Software Companies . ..................... 1-21
5. Specialized Service Marketing ............. ... ..o ... 1-22
C.Trade Show Survey . .......... ... ittt 1-22
1. Record High Survey Response . . ............. .. ... ... 1-22
2.Market Size . . ... 1-23
3.Product Price . .. .. .o e 1-23
4. Number of Shows ......... ... i iininnn. 1-23
5. Cost of Attending a National Show ...................... 1-24
6. Comparing the Cost of National, Regional & Local Shows ... .. 1-25
7. One Time Cost per Exhibit ......................... ... 1-27
8. Who Attends Trade Shows? .. ......... ... .. iy 1-27
9. Why Do Companies Attend Trade Shows? ................. 1-28
10. Trade Show Usage . ....... ..., 1-30
11. Cost of Attending a National Show as a Function of Company
Revenue ........ .. i e 1-30
12. Number of Shows by Market Size . .. .................... 1-31
13. Number of Shows by Computer Type . ................... 1-31
14. Trend in Trade Show Usage as a Function of the Lead
Generation Capability of Trade Shows ...................... 1-31
D. Trade Show Research ............... ... ... ... ... ... ... 1-32
1. Successful Meetings . ........ ... ... . i i 1-32
2. Trade Shows Poised for 1990s Growth .................... 1-32

Software Success® 1990 Reference Book



Table of Contents

3. Survey Finds Trade Shows Influence Buying Decisions ........ 1-33
4. CEO Attendance at Trade Shows Doubles ................. 1-33
S.DEmMOS ... i e e e e 1-34
6. The Higher Cost of Exhibiting ....................... ... 1-34
7. Top Reasons Other than Size for Remembering an Exhibit .... 1-35
E. Trade Show References ............. ... .. i, 1-35
1. Trade Show Report . ....... ..., 1-35
2. 1990 Trade Show Book Available . ....................... 1-35
3. The 1990 Tradeshow & Exhibits . . .. ..................... 1-35
4 AIsle ViEW . . .. o 1-35
5. Solving the Exhibition Maze . ........................... 1-36
6. Exhibit Better . .......... .0ttt nnnnnnn 1-36
7. Trade Show Guides ........... ..., 1-36
8. Exhibit Staffer Training ...............civiiiiiinan, 1-37
9. Trade Show Seminar ............iiiiiiiiiinennnnnn 1-37
10. Trade Show Tips ... ..ot i, 1-37
11. Exhibitor Magazine ............. .. ittt 1-37
12. Selecting Promotions . .......... ... i, 1-38

2. Lead Generation

A.Lead Generation Survey ............ ... it 2-2
1. Profile of Respondents . . .. ......... ...y 2-2
a.CompanyRevenue ................ ..., 2-2
b.Computer Type .. ......... i, 2-2
c.Distribution ............ ... .. i i 2-2

d MarketSize ..........cciiiiiiiiiiii i i 2-2

e. Number of Leads perMonth . ...................... 2-3

2. Lead-to-Sale Conversion ..............c.coiuiiieernnnonn.. 2-3
a. How Many Leads Actually Become Sales? ............. 2-4

b. Annual Sales Quota ........... ... i 2-4

3. Whois Responsible? ........... ..., 2-4
4, PrimaryLead Source ............ ... . . i 2-5
a.Referrals .. .......... . i, 2-6
b.PercentofLeads ............. .. ... i 2-6

c. PR/Articles . ... ...t i i e 2-6
d.Trade Shows . ... ...ttt 2-7

e. Display Advertising ........... .. it 2-8
f.Direct Mail .......... .00 iiiiiiininnnnn. 2-9

g CardDecks ... oiiii i e 2-10

h. Telemarketing . .........ciutiiiiinnnnnnnennn.. 2-10
i.Seminars ........... i e 2-11
j-Dealers . ... e e e 2-12

Software Success® 1990 Reference Book iii



iv

Table of Contents

k. Hardware Vendors ............... ... ...
L Directories .. .. .ovvii it
S.Percentof Leads ........... ...t
a.References ............ .. .. i i i,
b.PublicRelations ............... .. ... . i,
c. TradeShows ........... ... ..,
d. Display Advertising . ............0vtiiieunneennnn
e.Direct Mail ........ ... ... . i i
f.Dealers ......... ... i i e
6. Number of Leads by Market Size . .......................
7. Number of Leads by Computer Type ....................
8. Primary Lead Source by Computer Type ..................
B. Questions and AnSwers . ................ i,
. Exploring New Ways to Utilize Mailing Lists ..............
. Impersonal Lead Generation ...........................
.Lead Pooling . ..........c i
.Lead Follow-up ......... ... ittt
. Marketing to Multiple People in Large Organizations .........
.Producton Evaluation ............ ... ... ... i
.Choosingthe Best Media . ................. ... ...
. Beyond Computer Magazines . ..................co.oo...
. Lead Tracking Software ............... ... . ... .......
10. Converting Leadsinto Sales . ............... ... .......
11. Telemarketing Service Bureau .........................
C.Directories . .......... ..o ittt
. Directory of Top Computer Executives . . . .................
. Prospecting Directories ............. ... i,
. Another Computer Installation Book .....................
. Macintosh Market Report ................ ... ... .. ...
. Microleads Vendor Directory . ............. ... ...
Sourcebook ... e
. SCOUT Mid-Range Software Directory ...................
LListQuality .. e
D. Getting the Mail Through ..................................
1. Corporate Mailrooms . .. .......ciiiiiiiiiiiiii i
2. Testing Response Rates .............. ... ...
3. How IBM Handled Misaddressed Mail ....................

4. Getting Past the Federal Mailroom - Tips for Mailing to
Governmental AGENCIes . . ...ttt
S.Another Promo List . ......... ... ... iy
6. Poor Quality Mailing Lists .............................
7. Two-Tiered Telemarketing . . ........... ... ... ... ... ...

VoI NDE W -

O NN Nnh W=

Software Success® 1990 Reference Book



Table of Contents

8. Inquiry Handling Service (IHS) ............... .. ... ....
9. Personalized Cartoons . ............c..iiiiiiieaaannn

10. Media Selection . ..o o ittt it e e e e e

3. Pricing

A.Pricing Survey . . ... ... .. e e
I.Background . ...... ... . . e
a. CompanyRevenue ..............................
.Computer Type ......... ... . . e
.Typeof Product .. ...... ... . .
Market Size ... e
. Type of Companies by Market Size .......................
a.MarketShare ............. ... ... . . . i,
cCompetition . ... .. e
. Number of Competitors . ........... . ...,
. Number of Competitors by Type of Company ...............
. Pricing Structures . . .. ... ... e,
10. Price Structure by Computer Type .......................

11.PlantoOffer ....... ... . 0. i i,

12. Other Pricing . . .. ... ... i i i e

a. Multiple Copy Discounts .........................

b.Site Licenses ........... ... . ... . . i,

c.Rental ..... ... . . i

B. Questions and AnSWers .. ........... ...ttt

1. Geography-Based Pricing . ........... ... ... ... ... .. ....

2. Pricing . ... e e

a. Establishing Quantity Discounts . ...................

3Bundling OEMSs . . . ...

4. Site Licensing . ..........uuiiii e

5.Software Leasing . ......... ... .. i

s W

O 00N

4, Distribution

A. Distribution Survey . .......... ... ... ... i i e,
1. Results of Distribution Survey are Analyzed .................
2. Experience with Dealer Programs by Type of Software .........
3. Experience with Dealer Programs by Price per Unit. ..........
4. Experience with Dealer Programs by CPUs Supported. . .. ......
5. Experience with Dealer Programs by Number of Prospects . ... ..
6. Experience with Dealer Programs by Training Required ........
7. Experience with Dealer Programs and Difficulty Getting Dealers. .
8. Experience with Dealer Programs and Percent Dealer Sales .. ...

B. Directories and Other Information on Dealers and Distributors . . . ...

Software Success® 1990 Reference Book



Table of Contents

1. National Association of Computer Dealers (NACD) .......... 4-10
2. Distributor Phone Numbers ............................ 4-10
3. Microcomputer Dealer Channel . ........................ 4-10
4. International Legal Issues. . . .......................... 4-10
5. Foreign Distribution Channels .......................... 4-11
6. Experience Porting to the NEC Personal Computer .......... 4-12
a. Tapping into the Japanese Market .................. 4-12
7.Another OEM Deal ............. ... ... ... 4-11
8. ABundlingDeal ........... ... . i, 4-12
9. Japanese Market - Results of Survey by
Market Share and Babson College . ......................... 4-12
5. Management Issues
A. Management Survey .. ............. ...ttt 5-2
l.CompanyRevenue .. ........ .. ... ... . ... 5-2
2. THtle e e 5-2
3. Number of Employees . ............... ... ..., 5-2
4 Funding ... e 5-2
5. Expected Revenues in Five Years ........................ 5-3
6. Company Objectives . ...........cciiiiiiireennnnnnnn 5-4
a.Past Funding - Tried ............................. 5-4
b. Past Funding - Succeeded ......................... 5-5
c.Future Funding ............ ... ... ... ... .. ..., 5-5
7. If You Sought Venture Capital, Were You Successful? ......... 5-5
8. Effort Spent Looking for Capital ......................... 5-5
9. Acquisition of Products ........... ... .. ... . . i, 5-6
10. R & D Capitalization ................ ..., 5-7
11. Revenue Recognition .............. ... ... ... ... ..., 5-7
12. Maintenance Recognition . ............................. 5-7
13.Lineofcredit .......... ... .. . ., 5-8
14. Company Objective versus Funding ...................... 5-8
15. Future Funding versus Revenues ........................ 5-9
16. Acquisition of Products versus Revenue ................... 5-9
B. Software Industry Business Practices Survey .................... 5-10
C. The Operating Expenses Survey .. ................. ..., 5-10
LRevenue ........iiuutiiiiiiiiiiti e 5-10
2.CostofSales .........coiiiiiiiiiii i e 5-10
3. Marketing Expenses .. ......... ... i 5-11
T 1 5-11
S SUPPOIt . e e 5-11
6.Development . .......... ... .0ttt 5-12
7. Administration . .. ...... ... i i e 5-12

vi

Software Success® 1990 Reference Book



Table of Contents

8. ProfitBefore Tax . . ......... ..,
D.Company Benefits . ............ ... .0 iy
1. Adapso Employee Benefits Plan . . . ......................
E.Salary Survey . ......... ... i e e
1. Profile of Respondents . . . .......... ... .. . i,
a.President ......... ... i i i i i
.Development ........ ... i i e
.Marketing ... e i
Sales ... e e e e
LSUPPOTIt L e
. Sales Compensation .. .......ouoeiiniutiinine e,
. Salaries as a Function of Company Revenue ...............
. Sales Rep Compensation ............coiititeeeennnnnnnn
.Compensationat Quota . ........... oottt
10. Development Title Compensation . . .....................

11. Marketing Titles . . ... ... oot i i,

12. Sales Comp by Title ......... ... ..
F.Reader SUIvEY . ... ... ...ttt ennrnennnaenns
.CompanyRevenue . . ........... ... it
LComputer TYpe . ..ottt e e e
Market Size . ... e e i e
ProductPrice . . ... oo e
.Company Type ......... it
. Marketing Budget as a Percentage of Revenue . .............
.SalesChannels Used ............. ... i,
.SalesbyChannel ...........c.0 iy
0 1 11 (PP
10. Time by Function . . . ......oiiiiiiiiiiii it
11.Company Age ... ..ottt

12. Interest by Type of Article .............. .. ... . ..

G. Management Essay ............. ...t iiiiiininennnnnnn
LFunding . ...... .0 i i i i i e
22WhentoFold ........ ... . . i,

3. Selling Your Company . ........c.cuouuuuuuunnnnnnnnnnnns

4. Valuing Your Business . .......... ...,

5. Tax Implications . ......... ... ..,

6. Additional Resources ........... ... i,

a. The Valuation Report ................ ... ..o ...

b. A Checklist Guide to Successful Acquisitions ..........

c. How to Get More Value from What You Already Own ..

d. Valuing Small Businesses and Professional Practices . . . . .

e. Merger, Buyout & Acquisition Catalog . ..............

VOV A WN

VOO NHE W=

Software Success® 1990 Reference Book

vii



viii

7.
8.
9.

Table of Contents

f.ValuSource ........ ... ... .. .. ... . . . . ..
g. Valuation Reference Manual ......................
h. National Venture Capital Association ...............
i. Small Business Innovation Research, and Technology . . ..
j- International Venture Capital Institute, Inc. ...........
k. Venture Capital Network, Inc. . ....................
1. Seed Capital Network, Inc. . ......................
m. Nebraska Business Development Center .............
n. National Business Incubation Association .............
o. International Venture Capital Institute Inc. . ..........
p. National Association of Small Business Investment Compa-
1)
g. National Association of Investment Companies ........
r. National Association of Female Executives. ...........
s. Small Business Administration .....................
Polished Plans .......... ... ... .. ... . .. ...
Working withBanks .. ................................
Managing Your Accounts Receivable .....................

10. Management References .....................couu....
H. Questions and Answers . .................00uuiiunuunnnnii...

OO N WN -

9.

10.
11.
12.
13.
14.
15.
16.
17.
18.
19.

. Competing with The Big Guys ..........................
. Industry Consolidation ................................
. Virtual Companies . . ............iiuiiiinriirinn..
. Keeping Customer Expectationsin Line ...................
. Packaging for a Mainframe NLP ........................
. Computer Industry Forecasts ...........................
.CareerPaths .......... ... ... ... . . .
. What Do You Want To Be When You Grow Up? ...........

a. The Family Business ............................

b. A Nice Private Company .........................

c.Goforthe Gold ............ ... ... ... .. ......
Hiring Killer Sales People .............................
Setting SalesQuotas . . ......... ...,
Financial Review ........... ... ... .. ... ... ... .....
Overtime Regulations . . ..............................
Software Development Estimation Software ...............
TestDrive .. ... ... e
Commissions ........... ...t
New AccountingRules ...............................
Business Potential ............ ... ... ... ... ... .. ... ..
Printing and Press Releases ...........................
Small System Design ................ ... ... .........

Software Success® 1990 Reference Book

5-35
5-35
5-35
5-35
5-35
5-35
5-35
5-36
5-36
5-36

5-36
5-36
5-36
5-36
5-36
5-37
5-39
5-40
5-41
5-41
5-41
5-42
5-42
5-42
5-43
5-43
5-44
5-44
5-44
5-45
5-45
5-45
5-46
5-46
5-47
5-48
5-49
5-50
5-50
5-52
5-53



Table of Contents

20. VISA/Master Card . ........ciiiiiii it i, 5-54
21. Tracker Management . ...........covitiiiineeennnnn. 5-54
22. Expanding Product Lines .. ..................... .. ... 5-56
23. Local Developers Association . . ...........coveeuunnn... 5-57
24, Trademark Information .................. . o .. 5-57
25.Market Research . ...........co i, 5-57
26. Big Company to Small Company ....................... 5-58
6. Customer Support and Technical Issues
A.Customer Relations .. ................. ... .. i 6-2
1. Is Customer Relations Really Important? .................. 6-2
2. How Do We Develop a Service Orientation? ............... 6-2
3.Buyer Perceptions ......... ... i 6-3
a. Business Expertise and Image (29%) ................ 6-3
b. Dedication to Customer (25%) ........ccvvveven.... 6-3
c. Account Sensitivity and Guidance (23%) .............. 6-3
d. Product Performance and Quality (10%) ............. 6-3
e. Service Department Excellence (9%) ................ 6-3
f. Confirmation Capabilities (4%) ....... ..., 6-3
4, Strategies . . .. oo i it e 6-4
a. Business Expertise & Image ....................... 6-4
b. Dedication to Customer ...............cciuinn... 6-4
¢. Account Sensitivity and Guidance . . .................. 6-4
5. Does This Stuff Really Work? ............... ... ..., 6-4
6. What Can My Company Do to Manage Customer Expectations and
Build Satisfaction? .......... ... .. i i e 6-5
a. What Can I Do as a First Step? .................... 6-5
b. Contract Programming ................ ... .. ...... 6-5
7. Why Some Users Turn to Outside Firms . .................. 6-7
8. PayIncreases ............c.oiiiniiiiinriiiriiie i, 6-7
9. Support Resources ...........cciiiiiiiiiiiiiiiii 6-7
10. In-House Training .......... .o, 6-9
11. What Customers are Looking for in Training .............. 6-10
12. Customer SUpport . ... 6-10
13. Cost of Support and Creating a Profit Center ............. 6-12
14. Customer Satisfaction Surveys ............ ... ... .. ..., 6-12
15. Customer Surveys . ...........iiiiiiiiii e 6-13
16. A Free Generic Survey .............coiiiiiiinininennnnn 6-14
17. What Will My Customers Do if They are Mad? ............ 6-15
18. Developing a Support Strategy ............. ... .. 6-15
19. Incentive Compensation . ............coiiiiiiie... 6-16
20. Documentation . ..........c..iiiiiiii i 6-17

Software Success® 1990 Reference Book ix



Table of Contents

2L 8taffing ... ... e e e 6-18
22. Implementing Second Level Support .................... 6-19
B.Support Survey ........... i i i i e e 6-20
1. Type of Support versus Number of Customers ............. 6-23
2. Cost of Support versus Number of Customers .............. 6-23
3. Free Maintenance versus CPUs Supported ................ 6-24
4. First Line Support versus Annual Revenue ................. 6-24
5. Non Support Customers versus Unit Price ................. 6-24
6. Options if They Refuse to Pay versus Unit Price ............ 6-25
7. Annual Turnover Rate versus Annual Software Revenues . . .. .. 6-25
B.CONCIUSION . . . v vt e e 6-26
9. Documentation . .........iiiiiie i e e 6-26
10. Training: Your Place ..orMine ........................ 6-26
11. Customer Service Schedule . . .......... ... .. ... . ... 6-28
12. Channel Support Calls . ........... .o 6-29
a. Qualifying and Training Your Dealers ............... 6-29

13. PCLAN SeIviCe ... oiiiiiiiiiiiiiiiiiiianeenenas 6-30
14, BBS .. e e 6-30
15. Support References . ..........oiiiiiiiiinii., 6-31
16. Using 900 Numbers to Bill Support Customers ............ 6-31
17. Help Desk Institute . ......... ..., 6-32
18. Product Packaging .......... ..., 6-33
19. Enhancements vs. Maintenance vs. New Product . ........... 6-33
20. Comp Time for Technical Support People? ............... 6-34
a. Spending Time on Plans in the Evening. ............. 6-36

b. Travel Time to and from Assignments. ............. 6-36

c. General Travel Time ............... ... v, 6-36
d.Convention Time . ...........cciiiiiiiiinnnn.. 6-36
e.Business Dinners . ............... .. .. .. 6-36

21. Software Support Conference . .............. ... ..., 6-37
22. AWSSM ... e e 6-37

Software Success” 1990 Reference Book



1990
SOFTWARE SUCCESS

REFERENCE BOOK

Chapter 1

Promotion



Chapter 1. Promotion

A. Promotional Activities
Survey

1. Company Revenue

In general, the companies who use promotional
methods are larger than the average Software
Success subscriber firm. I believe that this
reflects the fact that promotion is a
sophisticated activity which takes time to
achieve payback. Larger and more established
companies are much more likely to use
promotional methods. It also appears that
companies who are sophisticated enough to use
promotion effectively are much more likely to
grow larger.

COMPANY

REVENUE 2 RESP
< $250K 10.3
$250K - $500K 5.1
$500K - $1M 17.9
$1M - $2M 33.3
$2M - $5M 15.4
> $5M 12.8

2. Computer Type

This survey had slightly fewer PC and mini
companies and more mainframe companies
than prior surveys. It also looks like the focus
on LANS relative to PCs is increasing.

COMPUTER

TYPE % RESP
PC 59.0
LAN 17.9
Mini 15.4
Mainframe 15.4

3. Market Size

The companies who responded to this survey
are generally selling to larger markets than
those who answered the distribution survey.
This may reflect the fact that promotion is
more compelling and more effective in larger
markets. This isn’t to say that you can’t
promote products or services in a small market,
it is just easier in larger markets.

MARKET
SIZE % RESP
<500 10.3
500 - 1K 7.7
IK - 10K 20.5
10K - 25K 7.7
25K - 100K 12.8
> 100K 15.4

4. Promotional Budget

Ten to fifteen percent of revenue is the most
likely level for the promotional budget. Many
companies spend less, but few spend more than
this. (See the graph on the next page for more
detail.)

This is higher than I would have expected. I
wonder how many of the respondents included
all marketing budget items including lead
generation. I suspect that a number of the
companies in the ten to fifteen percent range
were including their lead generation budget.
Some of their comments indicated that they
were unable to distinguish between these two
types of marketing programs.

I would expect a software company to spend
fifteen to twenty percent of revenue on
marketing if personnel expenses are included.
I would expect pure promotion to be under five
percent because most promotion is inexpensive.
Lead generation would range from ten to

1-2 Software Success® 1990 Reference Book



Chapter I. Promotion

Promotion

as % of Revenue

407

35% —

30% -

257% -

207% —
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15% -
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5% -

N\
BN

\ N

T T T

0% 1% — 5% 5% — 10%

T T T
10% - 15% 15% — 20% > 20%

Promotion as a Percentage of Revenue

fifteen percent and salaries might be five
percent. This balance will depend in large part
on the company’s evolution. Early on, I would
focus on hard lead generation and free
publicity. Over time, more money will go into
salary and more long-term projects.

5. Effectiveness

We didn’t get a lot of feedback on the
effectiveness of different groups performing
promotion.

a. Agency Effectiveness

Only 18 percent of the respondents answered
this question and most of them felt that their

Software Success® 1990 Reference Book

agency was good.
b. Freelance Effectiveness

Only five percent of the respondents answered
this question and they felt "good" or "OK"
about the freelancers who had helped with pro-
motion.

c. Communications Manager

Ten percent of the respondents answered this
question and most of them felt good about the
communications manager.

d. President

Forty-three percent of the respondents
commented on this question and most of them

1-3



Chapter I. Promotion

felt that the president was "OK." This supports
my experience. While the president has the
knowledge and the background to do a great
job of promotion, they have far too many
demands on their time to do a good job.

e. Marketing

64 percent of the respondents answered about
marketing. "Good" was the top answer and
"OK" was a distant second. This is the type of
project at which a marketing department can
excel.

f. Sales

Twenty-five percent of the respondents ranked
sales as either "OK"or "good" (even). This was
higher than I expected, but many sales people
like marketing and do well at it.

6.  Responsibility

Marketing is most likely to have primary
responsibility for promotion, with the president
second. (See the graph below.) In most
companies, the president starts off with respon-
sibility for marketing and promotion. At some
point, it becomes clear that the company needs
a stronger marketing effort and that this will
require someone dedicated to marketing.

In many cases this is an entry person with a
marketing education and a strong motivation to
learn, but little practical experience. I have
seen a number of cases where a good
marketing coordinator can be very effective.
The president and the company know what
they want to do, they just need someone to get
it done.

Primary Responsiblity
for Promotion
Sales (2.5%)

Marketing (67.5%)

Agency (5.0%)
Com Mgr (5.0%)

President (20.0%)

Primary Responsibility for Promotion
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