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fran witzel: welcome

Good morning. I'm Fran Witzel, Vice President of Morino Institute’s Netpreneur.org. Welcome to our very last Coffee & DoughNets meeting of 2000. On behalf of the Netpreneur.org team, thank you all for participating this year in the growing Netpreneur community. We wish you all a very, very happy holiday and a prosperous new year.
	In addition to giving special thanks to our speakers and moderator, we recognize today's volunteers. Deborah Gorham of Wilson Sonsini Goodrich & Rosati; Rutger deVink of mindSHIFT, Jeff Percey of Chamberlain Williams Tison & Associates, Linda Broenniman of The Piedmont Group and Martin Cadirola of Gauchotrade.com.
	Today we're discussing “Global Business: Challenges And Opportunities.” Introducing our speakers and moderating the Q&A session is James LeBlanc, President of  J. LeBlanc International, a firm that assists in the development of international strategic partnerships and alliances, business and competitive intelligence assessment and other services. Jim is a recognized expert on many international technology policy and business issues. He serves on the board of directors of the Northern Virginia Technology Council (NVTC) and chairs its International Committee. Please give a warm welcome to Jim LeBlanc.


james leblanc: introduction

Good morning. We've got a tight agenda, so I'm just going to make a few introductory comments, but I'm going to ask a few questions first. How many in the room actually have a passport? [Nearly all of the audience members raise their hands.]
	All right. This is good. This is very good. Now, how many have actually used it for business travel over the last couple of years? [Again, nearly all of the audience members raise their hands.] That includes Canada, by the way. I know many people think that Canada is an American state, but it is a foreign country.
	As I understand it, this is the first Netpreneur.org  event focused on global issues. I think that’s terrific, and I hope it's not going to be the last. I look forward to working with Netpreneur.org and the NVTC International Committee, as well, on other international events that are coming up.
	Our nation's capital has got a lot going for it from an international point of view, as many of you already know. This really is an international center of business commerce and public policy. The Internet helps enable the international community, and yet many challenges still confront the country’s businesses, policymakers and entrepreneurs like you. They all have a fundamental impact on your bottom line. We don't have solutions to many of these challenges yet, but we're on our way, and, hopefully working with the community and yourselves, we can generate some of those solutions. These challenges also present opportunities, especially for companies that can participate in the development of technological solutions to many of the eCommerce problems we face. Regardless, global business, both online and off, can be critical to maximizing your revenues and success.
	Let's take a first look at some of the issues. One is the public policy dimension. There are a number of international institutions, organizations and governments that are, at this very moment, developing, negotiating and implementing public policy initiatives on eCommerce and other technological issues. They are going to have a fundamental impact on your bottom line. They'll either be threats or opportunities, so it's incumbent upon us to start thinking about this. No matter how small your business—and I know that many of you are from startups that are trying to find capital, recruit staff and get products out—these are things that you need to pay a little bit of attention to. Hopefully, with Netpreneur.org and NVTC as an advisory group, we can help guide you along those lines.
	From an entrepreneur’s perspective, how do you do business globally, both online and off? What are the standards, customs, rules and regulations? Do you localize your brand? Do you develop alliances? How do you market? How do you enter a foreign market as a young startup? What are the best business models for doing this?
	From an investor’s point of view, where can you access capital for going global? US-based firms often want to be close enough to touch and feel their investments. What does this mean for a company that wants to globalize? Can you get capital for this? What about access to foreign capital once you get there? These are some of the issues that will be discussed this morning.
	Obviously, global business is a huge topic, so we're going to narrow it down for our first look. By the way, many of you probably already realize that your competition's not just sitting beside you. It's not just in Austin and Silicon Valley; it's in Tel Aviv, Stuttgart, Halifax and dozens of international sites where they are thinking that the next best thing is going to come from their area.

	To start us off, it's a great pleasure to introduce Ambassador Alan Larson. Ambassador Larson is Undersecretary of State for Economic Business and Agricultural Affairs. As Secretary Madeleine Albright's Senior Economic Advisor, his responsibilities include the entire range of international economic policy. Recently, his responsibilities were expanded to include serving as Acting Deputy of the National Economic Council for International Economic Affairs. He has also had a very distinguished career in various ambassadorial and senior diplomatic postings.


alan larson: the government lends a hand

Jim, thank you very much. Good morning, everyone. I'm very honored to be here. There is a real scope for an expanded partnership between the State Department and organizations like yours. It may not seem obvious at first, however, since there are some differences. For example, at the State Department, business casual dress means not wearing a white shirt with your navy blue suit, [Laughter] so there are some things that we'll have to work through.
	What I think is really important, first of all, is that we are convinced that the international marketplace will be a growing part of your life; or it needs to be, at least, for the reasons Jim just mentioned. Second, policy problems in foreign countries are an important impediment to the development of that business. We think we can work with you to help. And, third, we think that there are opportunities for us to work together on an ongoing basis in partnership on these problems as they emerge. I'd like to touch very briefly on those three themes.
	First of all, for the US in general, global growth is where it's happening. Over my career at the State Department, the share of our economy that is represented by international trade has more than doubled. This is an historic development. In your industry, the pace of expansion is even greater. The figures that I've been given suggest that global B2C eCommerce surpassed $61 billion last year, and B2B surpassed $184 billion. By 2003, B2C business is expected to more than double, and B2B is expected to increase by more than six-fold. Who knows if these numbers are right, but it's a sign of expectations for very, very rapid growth.
	Obviously, there are problems, and we're going to talk about some of them this morning, such as language and culture, regulations, weak intellectual property protection and country and currency risk. In addressing those problems, there is scope for a very important partnership between you, the government and, in particular, the State Department.
	One of the things we've been trying to do is help other countries think in the right terms and talk about the right principles in this area of the New Economy. In 1997, President Clinton put out a basic framework for global electronic commerce that focused on the importance of private sector leadership of regulatory systems, on avoiding unnecessary restrictions and regulations and on government taking a minimalist role in those cases where regulations are required. We've worked very hard to try to inculcate this basic approach in the minds of policymakers from other countries. We've been working with the European Union on this, and the Japanese have been very interested and are pursuing it as a high priority for the incoming administration. This whole area of the New Economy and electronic commerce was the cornerstone of the Asia Pacific Economic Council meeting that just took place, which includes 21 economies of the Pacific Rim countries.
	We tried, as well, to go beyond general principles and get into a policy framework that will provide a good environment for you to do your work. For example, we have instituted a moratorium in the World Trade Organization (WTO) on the imposition of customs duties on electronic transmissions. We have an agreement that electronic commerce should be taxed only in a neutral and non-discriminatory way. We have negotiated, signed and ratified in the World Intellectual Property Organization (WIPO) a performances and phonograms treaty and a copyright treaty that basically updates intellectual property protections for the digital age. I was very, very pleased to have the chance to testify on behalf of the administration before the Senate in the hearing that paved the way for that treaty to be ratified.
	Obviously, there are some very important issues about privacy and consumer protection that we have been working on with other agencies of the government.
	One related area that's been very important to me at the State Department, because we have such a large role in issues like transportation and retailing, is to make sure that other countries understand that in a world where the pace of business is moving much, much faster, it's important that those sectors of the economy supporting the New Economy become more efficient as well. We've been hearing a lot from what you might consider old economy businesses, such as small parcel delivery and air transport companies, which see themselves very much a part of the New Economy. They deliver the goods that are ordered electronically, and they are seeing the need to update many parts of the economic structure of countries. For example, in the area of telecommunications, one of the most important cost factors for electronic commerce is the cost of being online. We are working very hard to get greater competition in the provisioning of telecom services so that those costs are driven down. In the marketing area, we're trying to eliminate merchandising restrictions that make it hard to sell one product to customers all over the world, and we're trying to deal with some of the customs problems that make it hard to move product quickly into countries. In the transportation sector, we've had great success in negotiating what we call “open skies aviation” agreements with more than 45 countries around the world, which basically means that our companies can respond without economic regulation to changes in the marketplace, allowing them to move products by air very quickly. We're also trying, both through the WTO and other arrangements, to eliminate restrictions in sectors like small parcel delivery.
	In the State Department and in the government more generally, we recognize that this is a very fast moving industry you're part of, and that it's important for governments to develop policies in consultation with and with the full participation of the private sector. We've worked hard to do that within our administration, and we've worked hard to get that model extended more generally. Here at home, just in the State Department, I have an advisory committee on international economic policy. Under that, we've established an active Global Information Economy Working Group, and it’s an open-ended working group. Any of you are more than welcome to participate. We have another committee, the Advisory Committee on International Communications and Information Policy (ACICP) that meets quarterly.
	On the international side, we worked hard at the Economic Summit in Okinawa this July to establish something called the Digital Opportunities Task Force (DOTF) with the idea to galvanize and catalogue, on an international basis, a framework for dealing with international electronic commerce and bridging the digital divide. We felt strongly that for this type of approach to work, there needed to be private sector participation, so we have assisted and successfully negotiated a framework that allows businesses and non-governmental organizations to be participants in this task force. In most of the G7 countries, there are groups that provide a role for synthesizing and integrating business input for that effort. This is very important because there are a lot of potential players, in this field. The World Bank is trying to do things, and the entire United Nations system is trying to make itself relevant for developing countries that would like to be part of the New Economy. It's important for them to understand the right things to do, and, for that matter, the things they should avoid doing. This Digital Opportunities Task Force is going to provide a good opportunity for that type of dialogue.
	The last thing I want to mention is that the State Department views itself as an advocate for US business and economic interests around the globe. That's one of the most important reasons why we have embassies all over the world, and we want to be of service to businesses large and small. That doesn't mean we'll know every answer, but it does mean, in most instances, that we can perhaps steer you in a direction where you can get the answers you need quickly. We understand that for small companies it can be very costly getting information, and that's why groups like Netpreneur.org are very important. We hope that we can be a resource for you in that way.
	In conclusion, I just want to say that we have a good opportunity in the year ahead to concretize the partnership we've been developing through our various working groups. I'm very pleased to be invited here, and I look forward to trying to answer some of your questions.

Mr. LeBlanc: Thank you, Ambassador Larson. It's my pleasure now to introduce Maurice Tosé, Chairman, CEO and President of TeleCommunications Systems. Mr. Tosé founded TCS in 1987 and has led its growth to a run-rate of $40+ million in annual revenue today. Mr. Tosé has over 20 years of experience in providing technical solutions to operations research techniques in engineering, telecommunications and complex data processing systems.


maurice tosé: one company spreads its wings

Good morning. Thank you very much for the opportunity to be here. Let me start by describing what TeleCommunications Systems is today, how we got there and how international business has factored into the process.
	We are a publicly traded company, having gone public August 8, 2000. We made it through one of the windows when the IPO market was open. Because of that, I can say that the analysts’ forecast for our revenue this year is in the mid-50s, so we're at more than $40 million in revenue. We began as an 8(a) company. I mention that because, as an entrepreneur, you have to be thick skinned and not take “no” to mean no. People said that you could never move from an 8(a) company to become a publicly traded one, but we graduated from the 8(a) program a couple of years ago.
	Going into the 8(a) program, our approach was that we would learn from the experience, then go into other things. Our game plan was voice/video/data all coming over one media, and that was going to be over wire line. The only thing that's changed is that now it's voice/video/data over wireless or wire line, celestial or terrestrial. Today, as a publicly traded company, we are a leader in the area called “intelligent messaging.”
	Short messaging is where we began, such as when you use your phone to get your voice mail or to get information or content sent from the Web. Our products are in over 25 different carrier networks around the world. Here in North America, our customers include VoiceStream and Verizon, and we have customers in the Caribbean, Latin America, Australia and New Zealand. We bring anything from the Internet through a wireless Internet gateway, if need be, to a phone, pager or palm device, and we format it for that device. We don't care if it's HTML, XML or CHTML as long as it's structured data so we can query it and bring it through to your device. In Europe, short messaging is a phenomenon that represents almost 15 billion messages today. It hasn't caught on here, because in Europe there's one standard called GSM which has the built-in ability to originate messages from your phone. In the US, however, we have four different standards: GSM, CDMA, TDMA and cellular MPS. With the exception of GSM, they don't have the ability to originate messaging, although that's coming now. VoiceStream, Verizon and AT&T are in the process of launching or have launched the ability to originate messaging from your phone.
	With the acquisition we announced on November 15 of a company in Seattle called Xypoint, we become the leader in location-based information with their service called Enhanced 911. If you originate a distress call, we handle the call and route it to the nearest public safety facility to handle. What does that mean? Some of it addresses some privacy issues because, when you turn on your phone, you're connected to a network and we know where you are within a certain radius. We know what tower you're talking to and what sector you're in. Phase two, which is mandated by the FCC, is going to bring it even closer so we're going to know within a much smaller radius, and some networks are choosing GPS, so it's going to get even closer.
	We'll provide intelligent messaging with opt-in eCommerce and mobile commerce. You won't be spammed, but let’s say that you're a shopper near a Nordstrom's. If you opt in, you can get a message on your cell phone saying, “There's a sale going on. Here's a coupon.” Or you can send a message asking, “Where's the nearest ATM or gas station?” On and on and on, putting intelligence in messaging. Our products reside deep within the carrier's networks where all that intelligence is housed.
	That’s a bit of a commercial, but it provides some understanding of where we are today. We began by doing federal government contracting. The plan was to begin by integrating other folks’ products, then move into building our own products. The plan was to start with the Department of Defense (DOD), go to other federal agencies, then go commercial and to the home. That's what we've been executing on.
	We learned a lot working with the government. The federal government is a great incubator of technology. Lest we forgetand we had to explain this to investors when we were out on the roadthis whole thing called the Internet came from DARPA and a federally-funded program process. Lest we forget, a company called Qualcomm is all about spread spectrum technology which came from work with the DoD. And, lest we forget, a company called Network Solutions used to be an 8(a) company. The CEO didn't know what he had and sold it to SAIC, I believe, for something between $4 million and $6 million. We know the rest of the story about what SAIC did with Network Solutions. In the Washington area especially, the federal government is a good place to spur leading edge technology.
	From day one, our customers have been the special operations and intelligence communities. There are things we learned there, such as the security that goes into the handset, etc., that goes into our products. What I'm getting at is that you can leverage what you have to better your position.
	In doing business overseas, we began with some of our DoD customers by installing secure networks throughout the Middle East for the central command and a host of other things. That led us, in 1999, to AT&T and its largest customer, Citibank, which wanted to have a Y2K continuity of operations network in case there were failures in some of the foreign countries they operated in throughout the Asian-Pacific region, Africa and some of Europe. AT&T and Citibank tried to get the big companies to do this, but no one would accept the task of getting it done in the specified timeframe.
	As an entrepreneur, and being a small company, you sometimes look at an opportunity and say, “This is one we can't pass up, even if we kill ourselves trying to execute.” In five months we performed a monumental task. I believe it was about 23 different countries throughout Asia-Pacific region, from Vietnam to Indonesia, Malaysia and IndiaI think we touched almost every country in the Asia-Pacific, as well as countries in the Middle East, Africa and into Europe. Five months of negotiating landing rights to be able to transmit. It's not an easy thing to do, especially in that timeframe. There was a clock ticking at the back end that said you have to get this done by December 31.
	We took the experience we had from the federal government, leveraged it with AT&T and Citibank and convinced them that we could do this; then, we did it. When we completed it, it was the largest private satellite network in the Asia-Pacific region. The things we learned helped us on subsequent trips to Africa and elsewhere. The Department of Commerce has regional offices that are there to help US companies. They can often be a good source of resources to validate the right people to talk to, and who are the wrong people to talk to. There are a lot of wrong people to talk to who can cause you to spin a lot of cycles without getting very far for your efforts.
	We have since further levered that satellite experience. As I mentioned, our business model hasn't changed much from voice/video/data over wire line. The only thing that's changed is that now it’s voice/video/data over wire line and wireless, celestial or terrestrial. We began as an integrator of other people’s products and moved into our own products. When President Clinton went to Nigeria several months ago, I accompanied himnot on Air Force One which I had hoped for, but through a very circuitous route. We were there for the signing of a contract with the state of Jigawa in Nigeria in which we are providing broadband satellite Internet access. One of the important aspects of this was that it involved one of the first loans that had recently been guaranteed by the Export/Import Bank into Nigeria. This opens phenomenal opportunities for us with satellite to do wireless local loop, then to bring our products to carriers in this market. In addition, we'll soon be going into Equatorial Guinea doing similar satellite work to provide Internet access, wireless local loop and a host of things that we learned from the federal government side.
	Now, for those of you selling commodities, I can't say too much about getting commodities sold into different countries, other than it's not an easy thing to do. It's a lot of block and tackling, and a lot of it is the same things we do here in the US. We tried to locate near our customers, which is difficult, and you need to leverage partnerships. We leveraged AT&T to get Citibank on the terrestrial side and on the cellular PCS side. We leveraged a relationship with Lucent Technologies in which we co-own code, but we own the intellectual property that makes short messaging and some other things happen. You can't cut that kind of deal with Lucent today because they want to be their own software powerhouse. We began a process in 1995 in which we were able to strike a relationship that I call “Lucent detachment” of sorts. Our plan was to be very close with Lucent. They invited us to events they normally wouldn't invite outsiders to. Our plan was always to focus on more than Lucent, however, and now we are branching out. Lucent continues to be a good partner. Without them and their sales force around the world, we wouldn't have exposure to some of these foreign countries. When Lucent goes in to sell infrastructure, they ask the carrier what they want. Short messaging? Wireless Internet Gateway? Over the air activation? Prepaid? Those are our products. Lucent then brings us in because we know these products better than they do, so we're there to close the deal. The customer begins to get a relationship with us, and we use that to go to the next step.
	One other thing is important, and I'm not going to tell you anything you don't know, but foreign cultures are different from US and Western culture. For example, “yes” is not always yes, and “tomorrow” is not always tomorrow. We looked at Nigeria and said that it's one of the most corrupt countries for doing business. We said that there were some things we weren't going to do. One, we didn't use agents. It’s one of those things that you want to avoid. We also said that the deal needed to be guaranteed, and that's the reason for the involvement of the Export/Import Bank deal. It was very important for us to get that guarantee. We told the governor that we'd love to do these other things with them, but, first, we've got to have a track record established of responsible and prompt payments. In some cases, “tomorrow” took several months. It takes patience, and some of the same things that apply here. I tell people it usually takes twice as long and three times as much money to do what you hope to accomplish.
	In closing, I'll just say that there is a lot of opportunity out there. It's a brave new world, and we're going to have to look beyond the US. Globalization is a fact of our offerings. It is an opportunity because many countries want to deal with the US, but you will not always deal with a level playing field. We've been to China for a number of years with our products running in trials in Gwango province, but some Europeans don't play by the same rules that we play by. They do things a little differently, so they've had a little bit more acceptance. In places like Singapore, which we affectionately call Singapore, Inc., there's an intertwining of businesses that are really owned by a few controlling families. It’s not a level playing field, but you can't avoid it because globalization is occurring. Thank you.

Mr. LeBlanc: Thank you. Our next panelist is T. J. Jubeir, founder and Managing Partner of New Horizons Venture Capital. He's got a pretty eclectic background, if I may say so. Capitalizing on his experience in structuring and negotiating highly complex, cross-border transactions, he raised the necessary capital first to launch a leveraged buy-out firm, Capital Partners in 1997, and, more recently, the Internet-related early stage investment firm New Horizons Venture Capital. He founded and is Managing Partner of both firms with combined assets of approximately $200 million. He sits on the boards of a number of companies, has worked in the International Finance Corporation as an adviser in the Office of the Saudi Arabian Minister of Petroleum and Mineral Resources and has represented that country in several high level, multilateral negotiations, including the multilateral convention on climate change.


t. j. jubeir: investing in geographic scalability

Thank you, Jim. I want to focus from the approach of a venture capitalist, an early stage investor in companies that have an international dimension or the potential for an international dimension. Let me start with some brief background on the venture side of our firm to help you better understand where I'm coming from in our discussion today.
	Effectively, we're an early stage investor. We typically come in at about $1 million to $4 million in an initial tranche, with follow-on that's typically $3-$5 to every dollar we put in. From our perspective, that requires a long-term commitment to grow the business with our partners. From our perspective, the international dimension is critical. We put a premium on growth options, and we look at growth options as scalability in two waysvertical scalabilities and scalabilities across geographies. Our belief is that not only do we put a premium on it, but subsequent financiers and acquirers put a premium on scalability, as well, which improves our returns in making those investments in the first place. Consequently, when we evaluate business plans, we seek out those firms that have the greatest growth options, in particular, those that are scalable across both verticals and geographies. Most of the clients that we see are able to show a scaling across geographies, but they underestimate or ignore the international dimensions in evaluation of the venture itself and its growth prospects.
	In essence, when we look at a business, we look at it from four factors, and I'll pepper in the international dimension as I work through them. The four factors are: What is the opportunity? What is the context of that opportunity? Who are the people who driving the opportunity? And, what's the deal structure being contemplated and consummated that will, hopefully, not only support, but reinforce the other elements?
	Within the opportunity itself, we define it as a function of a number of different things. We undertake analysisthe industry analysis, the competitive analysis, the value sustainability and all thatbut we fundamentally look at it from four sides. We look at it as a function not only of cash in/cash out, we also look at it from the perspective of the risk profile, the timing and then the growth options. Again, I'm coming back to this notion of growth options. The international dimension is one that we feel is underestimated and that we tend to look for. If it's not there, we tend to try to grow it with our investee companies.
	When we turn to the context of a particular opportunity, what we are really asking is, “What is the particular and general environment of that opportunity?” We're looking at the macroeconomic environment, the fiscal environment, tax environment and any sort of special regulatory environment. Once you introduce international elements to the story, which may be present already or are about to be made present, you start to get into more exciting areas relating to foreign exchange issues, interest rate issues, currency risk, political risk, repatriation of profits, varying customer profiles, varying buying powers, cultural issues and so on. They all play an important role.
	The third factor that we look at are the issues relating to people. Who are the managers? Who are the entrepreneurs that are involved? Who are the advisers, the directors, the service providers and partners in the venture? What kind of skill base do they bring? What kind of competencies, context and relationships do they have? What kind of leadership and management skills? This becomes especially critical in a strategy that pursues international elements because you are superimposing a different level of complexity upon the organization. Originally, you had a functional and, presumably, business units dimension to the company, but now you're adding a third dimension of geography. The question is, how do you manage it? How can you manage it without losing focus on the core of the business, especially when you're an early stage company trying to grow to the next stage?
	The deal side is the factor we have the greatest influence on as an investment company, and it is also the one that's the most intriguing for me. It’s one that’s the most exciting from the perspective of what it tells you about the people you're involved with. What kind of risks are they willing to assume? What are they stating by taking certain preferences in their positions? Obviously, there are a lot of elements within the deal structure that are pretty standard, such as those relating to preferences, but what are the capital commitments, liquidation rights and all that? We tend to focus on the structure being proposed and the structure we're trying to promote, one that's conducive to allowing us to bring in future investors. If we're trying to grow the international side at one stage or another, it probably leads to bringing in a foreign-based fund. That’s because we see our expertise in leveraging our capabilities to grow or extend into the international arena, not in trying to make the international arena your core business. As a US-based entity, that's not the kind of capability we have residing here.
	With our investor base, contacts and relationship, we try to help our portfolio companies enter foreign markets by helping them to better assess which markets to go after first and how to enter those markets. Some of those challenges involve asking what market makes sense for them? Is it the one with the greatest potential consumption? Is it the one that's the easiest to enter? Is it the one that's most similar to your own? That gets into the issue of context when you're dealing with the big macroeconomic or environmental issues. We tend to look at it from the perspective of optimizing the selection, helping our portfolio companies to identify the markets and leveraging our relationships through our limited partners, which include offshore investors. We try to leverage that in our portfolio companies as a way of introducing them into the foreign markets and proving to the next round of financiers that you've got something scalable, not only across verticals, but also across geographies.
	Then there is traction, because, for us, the most important thing in the international dimension is being able to prove that you're pursuing a systematic, sustainable, international approach. You're trying to prove that this is a business that is scalable across geographies. We’re also trying to avoid the “one-off” opportunities. They're great from a cash flow perspective, but they don't really prove the viability of the international dimension. We put a tremendous premium on businesses that are able to prove that both growth options are available, including the fact that the company has done something to show us that there is some traction in the international arena. That's when we come in and try to assist.
	The international arena is not an easy arena to enter, however. It's got its complexities, as I mentioned earlier, with respect to figuring out which segments you want to enter and how. Do you want to enter it through a joint venture? Through a partnership? Through building your own resources? Through acquiring somebody local? There are a lot of issues relating to all that, and there are complexities to running the business with respect to the strain it puts on an organization. We try to help by alleviating some of that strain and saying, “Let us help you get into those particular markets, prove the early traction internationally and then use it as a base as we move forward in the next round of financing to further develop that story.”
	We are fundamentally true believers in the international dimension, and we tend, pretty much, to look only at deals that have the potential to grow that international element. A company may not have it today, but we want to be able to sell it as part of the next round of financingnot just as something that's out there, but something that we can actually work on between now and the next round. Thank you. 

Mr. LeBlanc: Now, it's my pleasure to introduce Mario Marino, Chairman of the Morino Institute and founder of Legent Corporation, a company that grew to become the world’s seventh largest software company by the time of its acquisition. Mario is a technology investor and advisor, a great champion of this region and a driver of the kind of entrepreneurial spirit that everyone here in the audience exhibits.


mario morino: war stories from a veteran

First, thanks to the panel. There were a lot of very good insights presented, and we very much appreciate that you were able to participate today.
	I have a number of comments stemming from what I lived through as our business grew internationally. I want to go through this with you and tie it into what some of the panel members discussed, but I also want to point out that some of my comments may be, to a degree, out of date because I haven't been in the field for a while. I think that the last time I was actually involved with international business was in 1992. At the same time, however, I'm a Special Partner with General Atlantic Partners, which is the largest global investor in information technology and the Internet in the world today. Because of that involvement I am blessed with access to partners around the world and in-depth analysis. At least once a quarter, I get the benefit of the firm’s perspective from people who see how rapidly international markets and businesses are changing, and, I might add, who see how difficult it gets. With that, I'd like to touch on a few points.
	First of all, I think that “global” is probably one of the most misused and misunderstood terms. Please understand that very few firms are global. “Global” means that when you do anything, you are thinking worldwide in every possible step of your business, from how you write code to how you do distribution. You can probably count on two hands the truly global businesses in the high tech industry. Most firms are really “international,” and they serve specific markets in the world, reacting to them individually, and, at best, aggregating this activity to a corporate level. That's not wrong, but that’s not being global. I'm just telling you to be honest about it because people who know will spot it in your literature, especially outside the US. The minute you go beyond the US saying that you're “global,” it's amazing how fast you will lose credibility in a sophisticated buyer's mind. It's very important to be honest about what you are and how you're penetrating international markets. Again, there's nothing wrong with that because most businesses today, even Fortune 500 businesses, are simply aggregation strategies in various regional markets on a global basis. But, it’s not a global strategy by definition.
	I think it's important to understand that simple, basic point about who and what you are as you go overseas in all directions. For example, I don't know if it’s still true today, but the firm that I admired in the technology field was Hewlett-Packard. When you went to the West Coast, chances were, if you were talking to one of their three or four top executives, they were from a different part of the world. These were people who, anytime they acted, it appeared from a global perspective. They didn't think “US” at all; they thought globally, and you could see it in their dialogue and their actions.
	The thing I want to warn you about is that what normally happens when you go outside the US with your businessand I will be so brash as to say it probably happens to 95 out of 100 businessesis that you are a US-centric business that thinks about international business as an afterthought. I'm going to talk about how you can work against that and how you can develop your management strategies to function more effectively internationally.
	From a startup point of view, the thing that's the most relevant is to point out the enormous international opportunities. In fact, one company based in this region, Landmark Systems, basically focused on Europe first. They made their money that way and came back into the US. That's a very different kind of thinking for a lot of people. I've got to tell you, also, it is just loaded with traps and pitfalls beyond belief. You’d better be ready when you do it because it's a very seductive process, and, in a seductive process, to be very candid, you can get screwed real easily. I'm going to take you through some of the ways people have done it, and there are some scars from the process.
	First of all, be very focused in how you move outside the US. It is dangerous, for example, to go after different markets at the same time. Know what markets you're going after, and I'm not talking about demographics. To say that you’re going after the “European market” is generally too broad a statement. You're going after very specific markets in Europe. Very seldom does a startup, or even an emerging business of significant size, say that they’re putting the whole European market in play. Based on the nature of your product, you may be starting a German-centric marketing effort, or an Italian-based marketing effort or a UK or Scandinavian country-based effort, but you very seldom say all of Europe. That’s because, as was pointed out, the cultural differences, issues, tariffs, taxation, etc., all tend to complicate things, and that doesn’t even touch on issues of talent and getting people who know the markets intimately. I'm just dealing with Europe in that example without even touching the Middle East, the Far East, South America or Africa. All these are radically different moves for you, and, I'd argue that they’re very difficult to take on concurrently. You don’t have to do it all slowly, but be very methodical in your sampling.
	I think, also, that one of the traps is to assume that there's a model of doing business globally. I'm going to give several models, and I'm probably just scratching the surface; I defer to the panel on this. If you're a telecommunications business today, your business is remarkably different than, for example, an enterprise software company. It’s night and day, and you can't even make a comparison. Telecom is totally constrained by regulatory and political issues, whereas the enterprise software market is almost devoid of that in many cases. As a result, the talent you bring on board and how you build the organization are very different. In a similar respect, if you're an integrator like EDS or TRW/BDM, there’s an entirely different set of issues. You're dealing with multi-million dollar contracts and trying to get high visibility in a country. And all of this is very different, again, in a consumer business operation. I would argue that telecommunications/infrastructure, commercial software, systems integration and content/consumer require radically different business approaches. You're going to have to align, learn and find somebody in your space to see how they've done it. What somebody else has done in other models cannot necessarily be transferred to yours.
	When it comes to demographics, “know your markets” may sound basic, but things are so much more advanced today than when we had to face it. You have to know your penetration rates and where the potential sales are. The information is there. You have to find out where the money is moving in your space. Forget all the grandiose numbers; you have to look at the market reality of where you are, where the demographics best fit, what you're trying to sell, what you'll have to put in place to sell it and how you will support what you sell effectively in that market.
	Some questions were brought up about management, and I think that is essential. Going international without an international understanding is difficult, to say the least. One of the first things you have to do is hire somebody who is your “international” person. You've got to have that person onboard, and they've got to breathe, sleep and eat with you. I can't say it any more clearly. If you want to be international, this person has to begin to “culturalize” your team to think beyond the US. I can tell you story after story where we did something, and it was defined subconsciously to a North American marketplace. International can’t be an afterthought. We thought we could tweak what we were doing for France or Italy, but we missed things in doing that. If somebody had been with us at the time, we would have caught some very simple things early. Instead, we paid the price in the field, and it's a hard price. Right away, get somebody who understands the international markets as the interpreter for your management team. This person must be an advocate for your markets and customers outside the US, just as a salesperson should be your customer's advocate.
	I can't emphasize enough how easy it is to seduce yourself into thinking that the world revolves around the US. You can say that you believe otherwise, but I'll tell you somethingdoing it in execution is extremely difficult for even the most liberal minds. You need somebody there who knows these other markets and is constantly prodding you; someone who’s a total pain in the butt all the time, helping you realize that you're being myopic in your management practiceshuman resource practices, payroll issues and more. I'm talking basic issues. Go ahead and try to fire somebody in Germany. Start right there and try to learn how that works for the first time. All of a sudden, you realize that you have a whole country office down for 12 months because you thought you could deal with it the way you do in the US. Now, all of a sudden, bingo, you're out of luck. It changes your recruitment policies, and you'll be much more diligent in how you recruit in other countries because the cost of exiting is much stiffer than in the US. It affects a lot of things, including your reputation, by the way.
	To the question of how you run the organization, everybody does this differently, but I can't emphasize enough the importance of face-to-face contact, even in the virtual world. In our case, we had quarterly meetings with all executives. No matter where you were in the world, you came together in a quarterly meeting. Period. Those meetings rotated, and we made sure that they were occasionally in countries other than the US, both for substance and symbolism to our client base and to all of the hundreds of people we had working in other countries. At least one board meeting a year should be someplace outside the US, preferably in one of your largest markets; and, when your board is there, leverage the members with your top clients. You have to have the face-to-face presence. If you're a CEO and you're doing business outside the US, you’d better believe you're going to be in an airplane. It's not unusual to be in Europe for a day, then back here for a day. That's your business. If you're going to sell internationally, you're going to be in an airplane or you don't belong as CEO. I'll be that blunt about it. That's your life, and you've got to be where your markets are. At the end of the day, you've got to understand your client, and your clients are very different in different parts of the world. You can have your infrastructure here, but having the empathy to deal with your marketplace is crucial.
	There are subtleties as you expand out. Let's start with perks. If you go overseas, at least in Europe, every executive gets a leased car or they won't come to the table. They won't even talk to you. Then listen to what they ask for in their offices. Mansions. I'm not kidding. They are mansions. If you go to some of the international headquarters of US firms, even mid-sized firms, you’ll see palatial estates. That's the way business is done there. It's not unusual for somebody to say, “You're going to hire me? I'm the first person to run Europe for you? Here’s what I need. There's a lovely castle right outside Scotland that would be a perfect headquarters for us, and, by the way, we need a fleet of BMWs.” Now, try to resolve those perks with your US executives. You've got to tell them that it's the cost of doing business in that country.
	Issues like monetary exchange and taxes are profound. Don't assume that your CFO understands them, because you can lose. You can set up an entire operation in one part of the world, then take a total shot in your profits because you did not anticipate monetary exchange or do your hedging in your forecasting. Hedge management and tax management on international business are crucial. And, again, it’s typically the type of thing that is learned in process as opposed to having it aggressively defined up front. That’s a very costly way to do it. Think it all through for your type of business. It definitely differs by the types of markets or models you're in.
	The previous comments about culture the other speakers made couldn't be more accurate. You’d better believe that the sales cycles are different, they are longer and they involve a lot of things. If you go to Japan, you’d better be ready to sit and drink like you never have in your life for lot of nights in a row. That's not a social criticism, just a fact of life, a mode of business. If you're in certain parts of Europe, you're going to go to lunch at some of the finest restaurants you've ever seen, and you're going to spend two, three hours at a minimum. It's going to be slow. If you rush it, you're going to come across as the superb “ugly American.” They're going to mark you, and word is going to spread quickly. They'll know who you are, and that's why you get executives who understand the culture and can sell to it. On the other hand, don't let them play you, either. They know that you're green, so they'll push you for every one of the luncheons and palatial estates and BMWs that they can get out of you. There's a balance in there, but you don't want to take the American view that says, “Hey, we do business this way, and we're going to do it the same way in that country.” The road kill is enormous on that subject. Spend time, as an individual, getting to know the culture you're going to do business in. Have that common courtesy. I've been embarrassed many times in my career seeing how other Americans act in foreign countries. It’s a lack of courtesy in not having come to understand and respect the culture. That's why it's important that you don't just speak English. You don't necessarily have to speak the native tongue yourself, but your people in that country absolutely have to. If nothing else, it’s pragmatism, but it's also a cultural respect.
	Now, some other nuances. In certain countries lineage is critical. The reason McKinsey & Co. is so entrenched in Germany is that they are linked to the major families there. In certain countries you’ll find that the lineage of certain businesses and certain personalities is crucial to how the culture moves. It goes even further when you get into government issues. Sometimes, you have to get in and read tea leaves. It is not just Marketing 101, there are a lot of nuances involved in different markets. Nationalistic spirit is one, especially in the Far East. Go over to China or India and listen to their reaction to domain name discussions involving ICANN. They are ferociously, vehemently against the US model and they'll tell you, “Forget it. We're big enough. You think you're going to do it your way? Do you know how many Indians we're going to register on the Internet? How many Chinese? We'll dwarf you.” And chances are they will. You want to respect the strength of the nationalistic spirit, just as you want to respect the culture. It goes to how you're going to develop the mode and culture of your business working globally.
	There was a comment made earlier about agents and distributors, that they’re not necessarily a safe haven. A better phrase would be that they’re probably a box of Hell. Agents and distributors are absolutely necessary in channel relationships, but you’d better do really strong due diligence. This is a lot more defined than it was 20 years ago, but I still come back to the issue of being seduced. If you haven’t been there, or even if you have, you'll get a suave person coming through the door who will give you a song and dance. You're going to think that he or she knows the market, but you could be talking to the biggest jerk in the country. You really have to get in there and understand who you're doing business with.
	The issue of trust internationally is vital because you're here and they're there. We heard of a country manager kidnapped. We had at least two countries where the numbers were cooked. We had the issues of payoffs. Go down the list and it’s fraught with problems. Who you recruit, the integrity of the people you put in place, the relationships you build with them and how you set your checks and balances becomes vital. You don't want to be a public company, or one trying to go public, with all your forecasts ready and your numbers looking good, then, all of a sudden, have someone realize that they've been baking the numbers on you. You're supposed to be at $2.4 million in net profit coming out of three countries and it’s really at about $100,000. You have just gone down the tubes. Everybody else in the rest of the world has worked hard, the US numbers are strong, the Japan numbers are strong, Australia did well and, bingo, two guys in some European country cooked the books. You are dead meat.
	As I said, it means that you have to travel. You have to know your sales staffs well and trust your managers. You have to create this seamless relationship with a lot of people, and you, personally, have to know your leading clients and investigate the major deals. Too much is at stake and the distance is too great. You want to incentivize and trust. You've got to get people you can absolutely depend upon, and, if you see one ounce of an issue, execute and move on it as fast as possible. And “execute” often means terminate if there was a “taint.” You cannot afford to do otherwise. It's too far away and the down cost is too great to have those failures. When they hit you, they hit you at the absolute worst times, like the end of the quarter or in your end of year numbers.
	I know that I'm giving you the dire side, but you can also build a very good agent/distributor network. What you need is somebody running distribution who understands the development of agents and distributors and who has first-hand knowledge of those relationships on a global basis. If they don't, they have to know who does so that they can pierce through all of the falsehoods. You don't want to get into a situation where you've just done an agreement, then realize that the agent is marketing two competitive products. This happens. At least know in advance what the conditions are and what the performance clauses need to be for your sales.
	One last note about languages. One of the misconceptions about technology, especially distributed technology, is that it's just about translating code and translating words. Internationalization can have fundamentally different design premises to it. Some astute work is being done in the internationalization of code today, and someone on your team has to be assigned to that process if you're going to work on a global basis. There are parts of the world where how you bring up screens and the order in which you bring up menus and pop-up windows are different culturally. It has nothing to do with language. Then there are language issues, as well. We always used to do simple things. For example, when we posted something like a product brochure, our marketing team would post it up on the server for our major markets. Then we’d get a first-level translation put up with the raw text and all the raw graphics. A country marketing team in France or Italy or Japan could take it all down, move it around, refine the translation and quickly tailor it for publication in that country. That was 15 years ago. It's just using common sense and realizing that things have to be tailored for the marketplace. That's what we're able to do in the global business economy.
	In summary to all this, I would start off by saying: assume nothing. Assume absolutely nothing about working outside the US. Orient your team from the get-go before you even start. Bring the right people in. In this region, by the way, you have a number of people who have a very good understanding of international business. The systems integrator market is a classic case where you could find at least 15 or 20 people who are true experts. You've got people here who are playing international on the services side, and you've got telecom companies and people running distribution on a worldwide basis from here. Get them on your advisory board. One thing I would suggest to a startup is to get somebody on your advisory board who understands international business. They're likely a good business person to begin with, but they’ll also give you insights as to when to finally go international. Orient your management team to what life is like working out of the US. Do your homework. Understand what markets you're going to go into, in what order and what it's going to take to deal with those markets. One of the big fallacies today, in some cases, is that the Internet gives you a global business setting. Even with the Internet, it’s all about relationships, the nationalistic issues, the legal issues and a half-score more. There are now companies that specialize in taking online businesses and helping them understand the culture by country and market.
	Finally, stay very close to your markets and stay very close to your executives, then execute like a fanatic. In the US, you've got some recovery when things go bad because you're so close to it and you understand the markets. Over there you don't have this luxury of proximity, wherever “over there” is. As the CEO, you've got to stay very close to execution yourself, and your management team must get assimilated into the entire global thinking process.
	Thank you, very much. I'd like to thank the panel again and thank everybody for coming. Good luck and happy holidays.


the audience: q&a

Q: What is being done to get companies to take help from the government?

Mr. Larson: We're trying to speak to groups like this, and we're setting up advisory committees that provide an organized framework for getting interchange between businesses and the government. We're open to any suggestions for how to make that work better. This is an important priority for us and it's certainly important for the Department of Commerce, which does an excellent job.

Q: What are the traits of globalization? There are certainly different political opinions about it, based on the demonstrations we saw at the WTO and IMF meetings.

Mr. Larson: Obviously, there are lots of concerns around the world. Having been a participant at the WTO meeting and the spring meetings of the World Bank and IMF, all of which experienced a lot of demonstrations, I understand your point. I am convinced that, on balance, globalization is probably irreversible. Whatever we think about it, I don't think we're going to stop it from happening. Second, I think that if it’s shaped in the right way, globalization is a very powerful force for lifting up incomes and opportunities for people all over the world. In our own country, it's a key factor in the success and prosperity we've had over the last quarter century. Notwithstanding the fact that there are terrible problems of global poverty around the world, it's one of the reasons why hundreds of millions of people around the world are not living in poverty any longer.
	Our goal is to shape globalization and allow it to help lift incomes around the world. In the area of information technology, our focus has been on making sure that any country that really wants to be a part of it gets the help it needs. They don't have to feel that this is something to resist and ward off; it's something that can work for them. That means training and capacity building for officials in developing country, as well as for businesses. It means helping them figure out how to build out their infrastructure. There are genuine problems in countries where tele-density is 1/100th of what it is in the US, and we have to make sure that people have access to the World Wide Web. It means developing some of these educational and health uses of the Internet which show that there is a way to deliver first-world educational and health information to people all over the globe, if not directly to their house, at least to community centers where they can get access. Finally, I think it means helping the developing countries see that they can make a buck at this. I have a gut feeling that unless there is a commercial opportunity in those countries, it will be hard to make these more socially-oriented educational and health uses of the Internet really sustainable over the long run.

Q: What is your perspective on the issues that American small- to medium-size businesses face today, particularly in Latin America?

Mr. Tosé: Our strategy has always been to try to locate near the customer, and you need to have people who understand the culture. In Latin America, the culture is very much about relationships. It’s about “Let me get to know you. Let me establish a rapport and trust.” It’s not so much the US approach that wants to dive right in and get the deal closed. It's more socialization, “Let's break some bread and talk so that I get a comfort level.” We've leveraged our relation with Lucent there, and we've had employees who were Fulbright scholars from there that are now back working in the countries they came from still in our employ. It's landing troops there, and that's hard to do when you're a small company, so you have to look at how you can leverage other folks who have relationships. Unless, of course, your commodity is so great that people are going to want to buy it over the Internet without that touch and feel.

Mr. Jubeir: The only thing I would add is that the challenge of trying to prove to somebodya potential investor, let's saythe kind of traction you have in that market and how you're able to achieve that traction. Maurice's point is that by working through partners in the local market who can achieve it in the long-term, you are able to deliver the value proposition that you're selling to the US or international investor.

Mr. LeBlanc: I think that a lot of the challenges with emerging markets, whether they're infrastructure or regulatory or political, etc., are not just about Latin America, they apply to a number of emerging markets.

Q: Maurice, when it comes to overcoming the huge infrastructure deficit that Africa suffers from, is that Nigerian project in Jigawa replicable or was there a special set of circumstances that came together?

Mr. Tosé: There is phenomenal opportunity in the developing countries and in Africa. We’ve done studies on Africa that went to great lengths, such as looking at using Iridium’s assets to reach developing countries. Africa, in particular, is like South America was maybe eight to ten years ago. The opportunities are phenomenal. What we are doing with Jigawa can definitely be replicated, and there's already discussions going on with 18 other Nigerian states. Some of them don't really need what we're doing in Jigawa since they can tie into the Jigawa project, but some really want their own. We are being very entrepreneurial and opportunistic. This first step in Jigawa leads us to bringing in broadband wireless or broadband satellite Internet connection. A governor can then have his people in schools, from grade schools to all the way up, getting connected to the Internet. We're going to be doing a wireless local loop situation, and, from there, we look to leverage this potentially into involvement with their spectrum licensing for cellular PCS. We're beginning to work with some European carriers to be the operators as we’re selling our products to carriers around the world.
	Yes, it can be replicated. President Clinton's visit helped expedite the process, but it had already begun. In February, I did a trade mission with Reverend Jackson to Ghana, Nigeria and South Africa, and it was one of the other individuals on that trip who had been contacted by Jigawa to find a company like us. It just so happens that the Chairman and CEO of that company and I sat together on the plane ride. I won't say it was luck, because I don't believe in luck, but that's how things often turn. In Equatorial Guinea it's a similar situation where they don't really like how they're being treated by the dominant European carrier, so we're going to come in and put in a system that will start in one place and then can go nationwide. The potential is boundless.

Q: I want to ask about corruption. As you know, three years ago the 29 members of the Organization for Economic Cooperation and Development (OECD) passed a treaty which, as I understand it, essentially incorporated the Foreign Corrupt Practices Act. Many countries have not yet implemented it, however, and many other countries are not a party to the OECD. It's my understanding that the way people do business in those countries is through local agents. Is that the answer?

Mr. Larson: I think that the expansion of the principles of the Foreign Corrupt Practices Act through the OECD treaty you mentioned is one of the real landmark achievements. I happened to be there negotiating the end game and it was not easy. The French resisted mightily, but we got it. The implementation has been a little bit better than you might have heard. We've gotten roughly 25 countries to ratify and pass new laws that basically criminalize the bribery of foreign public officials in order to get business. There are about 10 other countries we need to have ratify it and pass laws, and two countries, Britain and Japan, need to improve their laws since the ones they passed were deemed not to be adequate. There's a continuing push to make sure that this is real and that it's implemented in a meaningful way. It is understood that this is just a way of policing business activity, and, basically, creating a more level playing field for businesses like yours that have been subject to the Foreign Corrupt Practices Act for over 20 years.
	We also are working in a variety of ways with other countries to try to deal with what we sometimes call the demand side of the bribery problem, which is to say weak and potentially corrupt local officials. How are we doing that? First of all, through the World Bank and the various regional development banks, we are strengthening civil service, raising the pay and strengthening the oversight with better contracting procedures so that it's more open and transparent. We've been working with these countries individually, as well. Twelve African countries have signed onto a set of anti-corruption principles of their own and are going about expanding the group that signs onto those things.
	Working through a local agent is not a safe harbor for avoiding problems. I'm not a lawyer, but if you know or have reason to know or if the French person that's trying to work through your local agent knows or has reason to know that there are payments being made, they'll still be nabbed. I think that the important thing is to make sure that the people you're doing business with understand, first of all, that this is simply not an option for an American company. It's also not an option for any other major, developed country any longer. If you think you're having problems, let us know, because we have not been shy about being pretty muscular in addressing situations where we think American businesses are being handicapped. This is a generation long struggle, but I think we've made a lot of headway.

Q: Do you think that the ASP model is a viable international strategy for Internet companies, in particular for Internet startups?

Mr. Jubeir: I think it depends on the value proposition. I'm not trying to dodge the question, but we've got one in our portfolio that I think is very applicable. What kind of customization is needed? What kind of local relationships do you need in the delivery of some aspects of that service? Overall, it is a global proposition that should work. We tend to try to focus on the ones that are differentiated and have proprietary elements rather than just taking elements that are not proprietary to your company and putting them on the platform, but the short answer is yes.

Mr. Tosé: The company we're in the process of acquiring in Seattle has a service bureau business model. Part of the reason for acquiring the company was that we wanted to be able to say to the carriers, “You can either use the service bureau if you want to, or we'll install them within your network.” On the ASP side, our wireless Gateway has an open API that developers can use. When you develop an application and are wondering how it's going to get through to the pager or palm device, we can take care of that cloud. We're the only company that we know of today that does that. You can generate a message from VoiceStream, which is a GSM network, and have it delivered into an AT&T handset or your palm device. We take care of all of what goes on inside the network and the developers can add to it. It's nothing fancy. We let you develop in an environment that you are very knowledgeable about.

Q: T. J., does your company invest in any particular industry that shows the potential to grow?

Mr. Jubeir: We focus on what I would call the “horizontal foundation” where we're not taking a particular segment, we're taking the Internet or telecom risk as an overall. Enabling technologies are of great interest to us, and we're also very intrigued and interested in the wireless side, communications infrastructure, ASPs and video. Typically, we come in among the earliest institutional investors in a company, usually after the family and friends when the company has some capital and needs money to deploy or complete the beta testing, but not at the stage where they’re alpha testing.

Q: Can you discuss some of the policy activities involving privacy and consumer protection on the Internet?

Mr. Larson: The Commerce Department has actually played the lead on this and has been trying to work out the differences in philosophy between the European Union (EU) and the United States. The EU wanted to take a top-down, regulatory approach, and they wanted to do something that they typically accuse us of doingthat is to say, pass a lot of laws at home, then apply them extraterritorially to the rest of the world. We were very concerned about this, and we've been very concerned about the way that their privacy directive might make it impossible for firms that do business both in Europe and the US to even make routine inter-company transfers of data. The safe harbor arrangement that we negotiated last June has dealt with at least the first wave of those types of problems, but I do believe that it is not going to go away. In our preparations for the Okinawa summit meeting, I met with generalists like myself and we were working on this Okinawa information charter. It was obvious that this is a very difficult and troubling issue, even here at home. I don't think we've yet sorted out how to strike the right balance between the protection of data that people believe should not be transmitted without their permission and allowing businesses to serve their customers better by making more efficient use of the data they have. Just speaking as John Q. Citizen, I get a lot of phone calls in which, after the first 15 seconds, I'm outraged that this person even knows what they know about me. I wonder how they got it. Who sold them that information? So, not just as a policymaker, but just as someone who has had some of these experiences, I think that we're going to have to continue to sort out how we feel about it here at home. We have to figure out what the right solutions are and then continue to work on them. The OECD is a good forum for these sorts of discussions. It's going to continue beyond the Digital Opportunities Task Force agenda, and it will not go away as an issue between the EU and ourselves. I wish I could give you more of a silver bullet about how we're going to deal with it, but I don't see it.

Q: I have a question on the management side. Once you establish operations in the different countries, how do you keep the virtual corporate team going? You may have developed an effective corporate culture for the US which you want to keep in a country like France where people can only work 35 hours a week. How do you get the teams to work together, and how do you maintain a global corporate structure when you have such different work ethics in the different countries?

Mr. Tosé: With great trepidation. 
	There's no  easy answer. There are corporate cultures and there are country cultures; you just have to be aware of it and you have to work the issues. Our folks are working 80, 90, 100 hours a week, through Thanksgiving and Christmas, because of customer deliverables that have to happen. We're looking at opportunities in France, and it's going to be challenging, but we have to because Europe is ahead of the US in messaging. As I said, they're sending 15 billion messages per month from their phones, and the US is doing peanuts because we got fascinated with this thing called WAP. Our belief is that we're going to use the phone to do transactions, not to surf the Web.
	You have to have people in the foreign countries, to the extent that you can, whether it’s representative or maybe US citizens who have spent time there. Do anything you can to help understand the issues, but there's no one answer to it.

Mr. Jubeir: From our perspective, one of the biggest challenges is in how you avoid the divergence of views from the local entity versus and the global or parent entity. You want to focus on optimizing the overall operations rather than on the sub-optimization of the local unit. One of our portfolio companies is about 70% international. The way they've overcome the challenge is by making sure that there's constant integration across the various offices. Another thing is to make sure that people work in teams across cultural and geographical lines to ensure that you've got dissemination of learning styles and information. You've got this continual integration of the company as it grows, and that company has grown from about 28 when we invested about a year and a half ago to about 350 today. Their approach was very interesting because the fundamental challenge is always the samehow do you deal with different cultural situations or contexts, and how do you ensure that the parent entity or consolidating entity is optimized as a whole.

Q: T. J., what are some of the indications you look for to determine whether a company is prepared or well-suited for international expansion?

Mr. Jubeir: It depends. If it's from the perspective of something that we would finance, we look at companies that don't require a strong local presence in the international arena which would require them to own local infrastructure. As a financier, the concern is that if I'd like to take the company out  in 24 or 48 months, I need to rethink having traction over a period of four to six quarters prior to that. This used to be very different six months ago or more, but, at this point, our belief is that you need to be able to show traction. You've got to start working backwards from the particular date of liquidity, whether it's an acquisition, a sale of some sort, an IPO or a recap. To build a local presence in that kind of timeframe is very difficult and has its own challenges, so we tend to support stores where you can partner with somebody locally who can provide the local presence for you. That way the startup won't be concerned about building up international operations in various locations. You're really more concerned about ensuring that the parent organization is growing appropriately and effectively.

Q: What are the issues that an American company deals with relative to foreign languages when you're working internationally?

Mr. Tosé: I'd say that English is generally the accepted business language, but there are places where you'll need translation. It makes for very difficult dealings, but I’d refer you to Mario’s comments. It's good if one of your folks has an understanding of the dialect and is able to articulate your position well.

Mr. Jubeir: We sidestep some of those issues on two fronts. One is that we tend to invest in companies that are headquartered in the US that have, or will have, international operations. By the way they grow, the language hasn't been an issue; it becomes an issue at the local level. We sidestep some of it by tending to promote strong local partnerships that can deliver a lot of the local requirements. I’d also generally agree with Maurice’s comment about English.

Q: Are there efforts to help countries make a buck on clean energy technology development, especially as it relates to the trading of international environmental commodities?

Mr. Larson: To the extent that you're focusing on actually trading environmental products or environmental services, we're putting a high priority on breaking down barriers to that sort of trade. It is part of our agenda for the new WTO round of talks which will be launched next year. It's also a priority in the various bilateral negotiations that we have underway. I think on the emissions trading issue, you probably know a lot more about that than I do, but I guess my reaction is that one thing governments do is print money and, in a sense, the money is the credit in global emissions trading. I think that until there is a system established that says nations are going to recognize that there is such a thing as credit from emissions trading, it's hard for me to imagine how the trading system would actually work because you don't know what this is worth. The Hague conference that took place during Thanksgiving week was our most recent effort to come to agreement globally on a framework for dealing with global climate change. If successful, it would have begun to set up a global emissions trading system. We're still working hard to do that, even though the meetings in the Hague were a real setback.

Q: The sales cycle for transactions with international customers is much longer than it is in the US, both at the business and individual customer levels. How will this alter the expectations of US firms expanding into the international arena, especially for tech firms that are accustomed to relatively short sales cycles?

Mr. Jubeir: It is an interesting challenge, but I wouldn't discourage somebody from pursuing it. The challenge is whether it’s going to distract you over however many quarters. It's well worth pursuing it, but not to the detriment of the core business you're trying to pursue. Just keep in mind that it will take a long time. You are dealing with time zones and different cultural norms, but you just have to accept that as the premise of doing business internationally. Hopefully, the rewards of being able to close the deal are more than worthwhile.

Mr. Tosé: One of the basics is to make sure you're getting paid in US dollars. For instance, Nigeria uses the naira which doesn't trade anywhere, so you need to make sure that they use US dollars, and US banks, if possible. The cycle is longer, and many countries just don't understand the urgency that we feel as aggressive entrepreneurs, or the need to get something closed and to get paid for it. If you're going to be relying on that foreign business or revenue to keep your lights on, that may be a bad thing to do. I would look at it, especially in the formative stages, as being supplemental with the idea of growing it later. It's like a toy top. There are some tops that get more spin and some that just get a little spin every now and then. As the international component becomes a bigger part of our business, it's getting a lot more spin. It's a challenge, but globalization is occurring. There's a big oyster out there to harvest.


