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Objective – Program Goals
Current Status: With the arrival of Microsoft NT and the migration of ISVs to client/server-based solutions, the UNIX market share in the SMB accounting space is static and even shrinking. Many ISVs have abandoned their SCO ports to focus their development on Windows/NT solutions. Windows NT is making major and rapid inroads into the middle market space and even the enterprise space, especially when coupled with Microsoft SQL Server which is competing fiercely with Oracle SQL Server.
At the higher end of this segment, we are still faced with the perception that UNIX on Intel does not have sufficient processing power to support larger installations. Although UnixWare 7 is making inroads into defeating this perception, the message needs to be given more impetus, leveraging the IBM/Intel Monterey agreement.

Research indicates that the CPA is a key influencer in the US  in assisting with choice of accounting solution in the small to medium business market. SCO’s lack of awareness outside the channel and lack of marketing or messaging relating to accounting solutions, has resulted in minimal awareness within this community.

Program Objective:  To engage current and new accounting partners and jointly launch a region-by-region total accounting solution program. The purpose of this program is to:

· Identify 5-7 Key Accounting ISVs by region

· Recruit or retain these identified ISVs, migrating their applications to UnixWare 7

· Identify and profile existing SCO Accounting resellers, targeting them for specific communications

· Profile and recruit 1000 additional Accounting resellers
· Hold and grow current runrate and leverage existing accounting solutions through:

· Y2K Upgrades
· Euro Upgrades
· Network Computing and UNIX on Intel
· Netware Competitive takeouts
· Sell an additional 10,000 accounting servers worldwide
· Generate awareness for SCO as an accounting server in the SMB market
· 
Opportunity Size
 – Market Size, Partner Opportunity

Accounting Market Size

The accounting function is a fundamental requirement for every business, and SCO has a long history of success as a platform for accounting solutions. Over 80% of small and mid-sized companies have existing accounting applications in use.

The overall accounting software market is expected to grow by a compound annual growth rate (CAGR) of 15% between 1997 and 2002 and IT budgets are on the increase, particularly for software purchase (IDC, 1997).

SCO’s projected share of worldwide accounting revenue within the UNIX server market (based on 40% market share) in the SMB market through the year 2000 is as follows:

	Worldwide Accounting Revenue - SCO Share in SMB Market (in 000’s)

	
	
	
	
	
	
	

	
	
	
	SERVER
	CLIENT
	Total
	Growth

	FY' 96
	Units (#)
	
	          -   
	          -   
	
	

	
	Revenue ($)
	 $     268 
	 $        -   
	 $     268 
	

	FY' 97
	Units (#)
	
	 $        -   
	          -   
	
	

	
	Revenue ($)
	 $     373 
	 $        -   
	 $     373 
	39%

	FY' 98
	Units (#)
	
	 $        -   
	          -   
	
	

	
	Revenue ($)
	 $     462 
	 $        -   
	 $     462 
	24%

	FY' 99
	Units (#)
	
	 $        -   
	          -   
	
	

	
	Revenue ($)
	 $     551 
	 $        -   
	 $     551 
	19%

	FY2000
	Units (#)
	
	 $        -   
	          -   
	
	

	
	Revenue ($)
	 $     636 
	 $        -   
	 $     636 
	15%












      IDC 1997

Market Trends & Opportunities

An interesting development in 1997 is that enterprise vendors are developing middle market opportunity by moving down-market while platform vendors & vendors once focused on smaller businesses are moving up-market. More marketing spend & products targeted at this segment will result in stimulated demand.


We also have an opportunity to reach a new group of very influential individuals within the accounting community, and that’s the CPA (US). Unlike the other indirect channel partners, they do not take title of the product, but they can greatly influence a sale.

One opportunity we need to take advantage of is to target our own customer base for upgrades and new technology installations. Within our callback registration database, for example, we have identified approx 7K customers around the world who use accounting applications. We will shortly have similar data extracted from our reseller databases.  

In addition, we need to talk to both our existing and potential ISV partners to find out their plans relative to ERP. Are accounting vendors moving to ERP? In what time frame? Any change of strategy is an opportunity for SCO to engage partners.
The Server Channel

In the midrange ($100K to < $1M), NT, AS/400 and UNIX dominate growth. The midrange offers a very stable growth opportunity for tiered partners. It’s not as high as the entry market (< $100K), but this is the segment where value add is likely most prevalent.

U.S. UNIX Server Revenue & Share, Two-Tier Market, 1996-2002

	
	1996
	1997
	1998
	1999
	2000
	2001
	2002
	‘97-2002

CAGR %

	Revenue ($M)
	
	
	
	
	
	
	
	

	$0-2,999
	0.0
	1.1
	2.6
	2.9
	0.0
	0.0
	0.0
	-100.0

	$3,000-5,999
	29.6
	43.4
	64.3
	77.1
	69.4
	53.3
	26.6
	-9.4

	$6,000-9,999
	44.0
	63.9
	67.7
	87.8
	83.1
	78.2
	50.0
	-4.8

	$10,000-24,999
	214.0
	236.0
	214.1
	217.1
	228.3
	244.8
	247.3
	0.9

	$25,000-49,999
	235.2
	326.8
	386.0
	415.2
	414.2
	450.8
	471.8
	7.6

	$50,000-99,999
	142.1
	179.7
	173.0
	185.3
	216.3
	257.4
	274.4
	8.8

	$100,000-249,999
	55.5
	74.0
	84.4
	104.2
	119.9
	138.2
	149.8
	15.2

	$250,000-499,999
	26.2
	40.8
	26.1
	27.7
	30.5
	33.6
	35.9
	-2.6

	$500,000-999,999
	19.6
	31.4
	22.9
	25.5
	28.0
	31.6
	36.1
	2.8

	$1M-2.9M
	1.2
	8.8
	3.8
	4.1
	5.1
	6.0
	6.4
	-6.3

	Total:
	767.4
	1,006.0
	1,044.8
	1,147.0
	1,194.8
	1,294.0
	1,298.2
	5.2

	Growth (%)
	-
	31.1
	3.9
	9.8
	4.2
	8.3
	0.3
	


IDC 1997
SMB Target Profile

Within the SMB market segment, the small business consists of very small businesses and home offices, which are typically going to deploy a single server, and small businesses, which may deploy 1-3 servers in a single location. These do not fit the profile of a typical SCO customer. The performance and scalability of SCO servers is a much better fit within the mid-range and high-end SMB customer with 25-500 employees, multiple locations, & multiple servers per location. 

Partner Opportunity

Below is a listing of the top accounting vendors worldwide whose target markets are Middle and Small Business. We have existing relationships with some of these (see Critical Partners section), and need to identify and recruit additional accounting vendors.

Top Accounting S/W Vendors in Middle/Small Business Market

	1997 Rank
	Vendor
	Enterprise
	Small Enterprise
	Corporate or Middle
	Small Business
	SOHO
	Total
	‘97 Mkt Share
	‘96-’97 Growth

	7
	J.D. Edwards & Co.
	26.1 (16)
	34.2 (21)
	97.0 (59.5)
	5.7 (3.5)
	0.0
	163.0
	3.1
	29.9

	9
	Great Plains S/W
	0.0
	2.7 (4)
	32.1 (48)
	17.4 (26)
	14.7 (22)
	66.9
	1.3
	47

	13
	Systems Union Inc.
	0.5 (1)
	3.3 (7)
	21.9 (46)
	9.5 (20)
	12.4 (26)
	47.7
	0.9
	10.7

	16
	Navision S/W
	0.0
	9.0 (20)
	19.0 (42.1)
	16.7 (37)
	0.4 (0.9)
	45.1
	0.9
	50

	21
	Solomon S/W
	0.0
	0.0
	27.0 (70)
	11.6 (30)
	0.0
	38.6
	0.7
	47.3

	22
	SOTA
	0.0
	0.5 (1.3)
	15.5 (40.2)
	14.0 (36.3)
	8.5 (22.2)
	38.5
	0.7
	27.7

	24
	Platinum S/W
	0.0
	10.9 (35)
	10.3 (33)
	10.0 (32)
	0.0
	31.2
	0.6
	17.3

	28
	ACCPAC Intnl
	0.0
	0.0
	6.9 (30)
	12.7 (55)
	3.5 (15)
	23.0
	0.4
	12.2

	26
	Best Software Inc.
	0.0
	4.5 (15)
	16.5 (55)
	6.0 (20)
	3.0 (10)
	30.0
	0.6
	25

	31
	QAD
	0.0
	0.2 (1)
	14.2 (79)
	3.6 (20)
	0.0
	18.0
	0.3
	-4.8

	33
	EDB Gruppen
	0.0
	2.5 (15)
	6.6 (40)
	3.3 (20)
	4.1 (25)
	16.5
	0.3
	10

	35
	Realworld Corp.
	0.0
	0.0
	2.6 (20)
	6.5 (50)
	3.9 (30)
	13.0
	0.2
	30

	37
	Intl Bus. Systems
	1.2 (9.8)
	3.1 (25.2)
	4.3 (35)
	3.1 (25.2)
	0.6 (4.9)
	12.3
	0.2
	35.2

	38
	SBT Acctg. Systems
	0.0
	0.0
	2.3 (20)
	6.8 (60)
	2.3 (20)
	11.3
	0.2
	18.9

	40
	Tetra
	0.0
	1.0 (10)
	8.2 (80)
	1.0 (10)
	0.0
	10.3
	0.2
	28.8

	44
	Open Systems Holding Corp.
	0.0
	0.0
	2.8 (40)
	4.2 (60)
	0.0
	7.0
	0.1
	0

	45
	Concepts Dynamic Inc.
	0.3 (5)
	1.2 (20)
	4.2 (70)
	0.3 (5)
	0.0
	6.0
	0.1
	9.1

	47
	Masterpack
	0.0
	0.1 (5)
	2.3 (95)
	0.0
	0.0
	2.4
	0.0
	26.3


IDC 1997

IDC market size definitions:

· SOHO (Small Office Home Office): 1-19 employees, <$1-$5M revenue

· Small Business: 20-99 employees, $5-$19M revenue

· Middle or Corporate: 100-2,499 employees, $20-$249M revenue

· Small Enterprise: 2,500-10,000 employees, $250M-$1B revenue

· Enterprise: >10,000 employees, >$1B

USP, Compelling Reasons

- Whole Product, Why this Program?

The whole product for the accounting marketing is a computing solution that automates accounting functions across an organization. This includes hardware, SCO system software, accounting application software, support, and training.

What buyers look for when purchasing an accounting system is reliability, performance, Web integration, ability to grow with the company, service & support, ease of use, & customization options.

SCO provides these benefits in the accounting server software which enables optimal performance of the accounting application.
Compelling Reasons to Buy:

· Hardware at end of life (e.g. systems sold prior to 1995)

· Application at end of life (e.g. not Y2K compliant)

· New business (e.g. add new bus. application such as ERP)

Solution Selling Points:

· High ROI

· Value of UNIX on Intel

· Long life expectancy

· TCO benefits of Networking Computing

· Server Centric

· Security

· Ease of Administration

· Scalability, Grows with you (more users, more data, more systems, more technology)

· Reliability

Competitive Analysis – How Does USP Stack Up?

A great deal of competitive pressure is coming from Microsoft Windows NT, particularly with the advent of Microsoft SQL server, providing database competition for Oracle.

NT is gaining momentum in the server market as a whole, particularly at the low end, and with some success in the middle or corporate market ($20-$249million in revenue and 100-2,499 employees). J.D. Edwards, for example, is the leader in the middle market segment with its AS400 solution. However, it recently launched its One World accounting program which runs on NT.

RISC UNIX has a high penetration at the upper end of the SMB space. SCO has to get the message out that our servers provide all the reliability, compatibility and security of RISC at a better price. We need to advertise the fact that we sell more UNIX servers each year than IBM, HP, and Sun combined.

Linux seems to be gaining momentum as a viable commercial server product. It’s certainly getting more press than SCO, and major corporations like Intel, IBM, Oracle, Informix, and Corel are giving vocal and financial support. SCO needs to take an in-depth look at the Linux offering and perform a competitive analysis. 

In order to compete effectively in the SMB market, we need to understand who the decision makers and key influencers are.

In the case of the small business (5-30 employees), the decision maker is usually the business owner. Within the mid-range SMB customer group (25-200 employees), the decision maker is typically the controller, and within the high-end SMB customer group (100-500 employees), the decision maker is usually the CIO or CFO.

Key influencers include the ISV providing the application, the VAR providing the solution, the hardware vendor, key analysts (IDC, Gartner), the CPA community, and members of the trade press. 

Marketing Mix – Proposed Activities
Proposed Activities:

· Product accounting solution kit for each total solution
– Trial/demo software
– Sales CD (w’ collateral, presentations, success stories, ad samples, direct mail samples etc.)
– Configuration guide
– Solution availability information (qualified resellers, pricing, rebate info etc.)


· Awareness
– ad placement in industry publications
– Web banners/meta tags
– article placement in vertical pubs & ISV newsletters
– participate in partner events
– seminar series (reseller, end user)
– sales training


· Recruitment
– Direct mail to ISV reseller lists
– Approach strategic ISVs who have dropped SCO ports & work on turning this situation around
– Fax blast/direct mail to CPAs
– Telemarketing to recruit solution partners


· Collateral development
– Solution brochure
– Presentation
– Product proposition
– Direct mail piece + response piece
– Ad
– External & internal accounting Web sites
– Sales training materials
– Competitive positioning whitepaper
– Research materials
– Success stories


· Development
– Improve priority of ports to SCO platform 



Action Plan –  Stage Milestones (1,2,3,4,5, etc.)
	
	Jan
	Feb
	Mar
	Apr
	May
	Jun

	1. Complete research into accounting market
	X
	
	
	
	
	

	2. Complete planning TIMCam
	
	X
	
	
	
	

	3. Begin execution of SCO/Tetra/Compaq Y2K pgm
	
	X
	
	
	
	

	4. Complete initial engagement of identified ISVs
	
	
	X
	
	
	

	5. Profile and commence recruitment of new ISVs 
	
	
	X
	
	
	

	6. Engage field & deploy Y2K program 
	
	
	X
	X
	
	


Cost/Resources – Funding Model/Partners
	SCO/Tetra/Compaq Y2K pgm:
- artwork for brochure & envelope
– printing  of brochure & envelope
	
£7,950
£5,512

	Participation in Sage Y2K end user mailer
Participation in Sage Y2K reseller mailing
	$5,000
$5,000

	Booth at Sage/Visions Conference
	$5,000

	Sponsorship of RealWorld Rslr Conference
	$5,000


Critical Partners – Partner Motivation/Engagement Model

SCO has identified and focused its partnership efforts on five key accounting software providers in the United States and the United Kingdom. These ISVs are all currently account managed by SCO.

United States

Data Pro Accounting Software offers its Infinity Power accounting software on SCO OpenServer as well as Digital UNIX, Windows/NT, and Novell Netware. Data Pro has more recently focused its efforts on Internet-ready accounting solutions and modules for e-commerce. A UnixWare 7 port of Infinity Power is anticipated in February ’99. Data Pro is the only ISV mentioned that is not ranked in IDC’s list of the top 47 accounting vendors worldwide.

Engagement Status:

Tisam has action to schedule a meeting
RealWorld Corporation has a long history of success on the SCO platform. They do about 1/3 of their Classic Accounting business on SCO (approx $3 million). 1,500 VARs; 75 sell SCO. RealWorld is committed to SCO as its primary platform for its Classic Accounting product and has no plans for an NT port. UnixWare 7 port scheduled for February ’99. Company doubled in size from $6M to $12M in a year and plans to grow its business to $50M. RealWorld has aligned itself with IBM for its Expertise product line by adopting DB2 SQL server and Websphere technologies. RealWorld is ranked #35 in the IDC list.

Engagement Status:

Meeting held in Boston on 1/25. Proposed joint activities include Y2K upgrade program & partner teleconference in April. SCO is committed to participate in RealWorld trade show May 6-9 in Florida (awaiting exhibit package) with possible technical speaking slot. RealWorld has requested SCO article for quarterly channel publication.

Sage/State-of-the-Art is a subsidiary of Sage PLC based in the UK. Sage made recent news with its acquisition of Peachtree Accounting. Sage/SOTA has a successful track record with SCO, more than doubling its MAS 90 revenue target from $1M to $3M on the SCO platform in 1998. Sage has a goal of building its UNIX MAS 90 business (SCO + IBM AIX) to $10M by September 30, 2000. Approx 40,000 users run UNIX version of MAS 90. MAS 90 sold through channel of 5,500 VARs. Sage/SOTA has strategic alliances with IBM, Microsoft and SCO. UnixWare 7 port imminent, & will be demoed at PR village on 2/22-2/25. SageSOTA is ranked #22 in the IDC list.

Engagement Status:

Meeting held in Santa Cruz on 2/9. Proposed joint activities include Y2K upgrade mailing, invitations to each other’s reseller events (SCO QBBs, Sage Regional Briefings), reseller recruitment, distributor bundle, success stories. SCO will most likely participate in Sage/SOTA “Visions” show in Palm Springs on May 24-27 – exhibitor package forthcoming.

United Kingdom

Tetra positions itself as a leading mid-range ERP vendor with over 3,500 installations in 50+ countries. Its client/server-based CS/3 product runs on a number of UNIX platforms including SCO OpenServer, IBM-AIX, HP-UX, Sun-Solaris, DEC-Alpha as well as NT. It is a $7.3M company. There are rumors that Sage has made an offer for the company. Tetra is ranked #40 in the IDC list.


Engagement Status:
Donna Field has put together a Y2K program with Tetra and Compaq with the objective of upgrading the end user to Y2K-compliant versions of their accounting app, server software, and hardware platform. The direct mail piece mailed on 2/8/99 to approx 1,500 end users. Target revenue is £125-£425K. Lesley has discovered 3 case studies on Tetra’s Web page which are running on an SCO platform – Lesley has action to re-write case studies with SCO spin.

Systems Union offers an SCO version of its Sun Business product line and has the highest ranking out of the identified ISVs in IDC’s top 47 worldwide accounting vendors (#13). The company has over twenty offices and more than 150 resellers around the world. There are over 15,500 SunSystems licences in more than 170 countries and the software is available in more than 24 languages.

Engagement Status:

Donna Field has the action to set up an initial meeting with Systems Union.

SCO Dependencies – Execution Details, Who Does What

ISV Account Management:

Jo Smith and her team will manage the day-to-day business activities of our managed ISVs. 


Program Management, Accounting Segment:

Lesley MacDonald  will plan and drive all marketing programs and activities targeted to the SMB accounting segment.

Channel Programs:

Sharyl Yorgey and Bill Bateson have responsibility for execution of accounting programs through the channel in their respective regions once a program has been signed off by all parties.

Field Execution:

Regional marketing managers will adopt & execute a program on a regional basis if it can be localized and if their region includes the appropriate target audience.

Corporate Marketing:

Responsible for providing corporate messaging, assistance with Trade Shows/events, and PR support
Metrics and ROI – How Program Will be Measured

· Partner revenue (track ISV run rate)
· Partner recruitment
– success rate in signing up new ISVs
– success rate in signing up new resellers
· Demand generation/awareness marketing activities
– visits to Web site
– editorial coverage
– show leads
– response rate to direct mail/fax blast
· Upgrade revenue
Review Results – Results from Stage 5 Review

	
	Jan
	Feb
	Mar
	Apr
	May
	Jun

	1. Complete research into accounting market
	X
	
	
	
	
	

	2. Complete planning TIMCam
	
	X
	
	
	
	

	3. Begin execution of SCO/Tetra/Compaq Y2K pgm
	
	X
	
	
	
	

	4. Complete initial engagement of identified ISVs
	
	
	X
	
	
	

	5. Profile and commence recruitment of new ISVs 
	
	
	X
	
	
	

	6. Engage field & deploy Y2K program 
	
	
	X
	X
	
	


1. Accounting market research completed & published on SCOWeb 1/29


2. Draft of TIMCam planning document completed & posted to SCOWeb for review 3/8


3. SCO/Tetra/Compaq Y2K direct mail brochure mailed on 2/8


4. Initial meetings held with 3 of the 5 ISVs. Kicked off Y2K program with Tetra & misc joint activities with Sage & RealWorld. Meetings have been scheduled with Systems Union & Data Pro


5. Top 10 accounting ISVs in SMB market have been identified


6. Meeting to be scheduled with channel marketing

SCO Confidential
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