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By TOM PULLAR-STRECKER

New Zealand technology companies aren't alone in finding it hard to break into offshore markets using overseas resellers, says Harald Horgen president of hi-tech matchmaker The York Group. 

A keynote speaker at the Asian-Oceanian Computing Industry Organisation in Auckland last week, Mr Horgen was invited by the Information Technology Association to shed light on the mystery of "why resellers don't sell". 
The York Group, with offices in 24 countries, has helped hundreds of technology vendors pair up with resellers and Mr Horgen says businesses in Europe and the United States don't necessarily find it any easier. York's Kiwi clients include Christchurch anti-spam company MailWasher and Icehouse start-up VR Medical. 
Mr Horgen says that, in his experience, companies which build up an international sales network find that only one in 10 or one in 15 resellers provide meaningful revenues - "a source of huge frustration". 
Resellers tend to be "portfolio" companies and just because they sign a deal to sell a product doesn't mean they intend to do so. 
Some have hundreds or thousands of products on their books. Others that more closely resemble consultancies may specialise in 20 or 30 but derive 90 per cent of their revenues from a couple of products. 
"When a new vendor comes in and wants to be the third - rather than number 31 - they have to change their internal business structure. When there are no commitments or obligations there are no results." 
Vendors need to go to greater lengths to qualify resellers, profiling the characteristics needed to sell their product, he says. 
Resellers that don't have immediate sales opportunities won't jump through hoops to go through such a selection process, but if they don't have immediate opportunities, they won't sell the product anyway, he says. 
"No-one likes to do greenfield marketing." 
Vendors, on their part, often don't understand that resellers put their reputations at risk when they sell a new product, he says. 
If vendors don't have the necessary technical support in place or haven't generated a relationship of trust, they are not going to take that risk, he says. 
Mr Horgen argues Kiwi companies should be wary of the US, with Europe and Asia often affording better opportunities. 
US venture capital companies tend to direct the best executives to businesses they have funded, meaning it is hard for overseas start-ups to attract top talent, he says. 
"Why should a really good vice president of sales go and work for a start-up of an overseas company?" 
Three-dimensional graphics company Right Hemisphere is an example of a company that has defied the odds and tasted success in the US by following the Israeli model of seeking US venture capital and incorporating itself as a local company. 
Mr Horgen says New Zealand Trade and Enterprise is "moving in the right direction", turning away from seeding company with numerous "democratic" grants of $20,000 in favour of fewer, larger interventions. 
However, he says while the New Zealand government is providing help by funding businesses' research and development costs, Kiwi firms are starved when it comes to marketing. 
Superior distribution and marketing will always beat superior products, says Mr Horgen, pointing to Microsoft as evidence. "It's sales and marketing that drives their company, not innovation." 
