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A Case Analysis Study of Korean Small and Medium Firms Software
Exports through Sales Channels Building and Product Localization
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Abstract

Software export is very important for developing the domain software industry. Up to now, the study
related in this issue is not enough even if exports are not activated. In our study, we treated and analyzed
the three SME cases that have each successful record in recent years focusing to sales channels
establishment and product localization.

This study was done by interviewing the marketing directors mainly, and applied email exchanges, phones,
and document analyses. Some implications can be addressed for the potential SME software exports. In
the perspectives of sales channels building, the trust for product and firm itself is needed to have a good
offshore partners. These are required to make the good relationship with partners, brand value’s diffusion,
and technical competency. As for product localization, the customization is important to meet the needs
for local users effectively. So it is desirable to accept the advisory suggestions from the local consulting
experts or representative customers. And the joint export strategy using the platform by linking some related
products is effective for SME’s software product’s export.
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(Table 1> Export of Korean Software Industry (Unit : 100M$, %)
2009 2010 2011 2012 2013 2014 2015 734t7]
PKG SW Export 1.6 3.0 33 8.7 21.0 26.4 13.1
(Inc %) (20.0) (89.2) (8.8 (162.3) (143.2) (25.4) (6.9)
. Export 86 10.4 119 16.0 20.9 26.9 142
IT Service
(Inc %) (9.5) (19.9) (14.8) (34.6) (30.5) (28.8) (14.3)
— Export 102 134 152 24.7 419 53.3 271.3
(Inc %) (11.0) (30.7) (135) (62.4) (70.0) 27.1) (10.6)
source : SPRI[2015], KAIT[2015].
CTable 2 Export of Korean Software Industry by Country(FY2013) (Unit : K$, %)
Rank Country Export % Rank Country Export %
1 Japan 15,723 555 9 India 304 1.1
2 us. 5,180 183 10 Germany 194 0.7
3 Philippines 1,650 5.8 1 British 180 0.6
4 China 1,444 5.1 12 Vietnam 155 05
5 Russia 1,290 45 13 Malaysia 115 0.4
6 Indonesia 972 34 14 Finland 83 0.3
7 Taiwan 480 1.7 15 Catarrh 80 0.3
8 Thailand 431 1.5 16 Canada 61 0.2
Total 28,342 100.0

source : KITA[2014].
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(Table 3) Types of the Software Export Partner's Role

Type Function Overseas Marketing Role
Definition of end user’s requirements. Understanding the product, user training
SI Vendor . . .
Design of customed solutions and education

Focus on solution supply(Corresponding to | To understand the product, direct contact

Solution provider , . . .
b end suer’s requirement) and promotion to potential end customers

Providing a turnkey project solution for SME have effective channels if you can
the information system configuration and find a good partner
integration methods

Value added Reseller :
VAR

Providing additional value-added services Distributors that can play a similar role as

Val istri . . . . . . o
alue distributor in the value chain international operations like the indirect exporter

Volume distributor Handling of many packaged software products | Role similar to indirect exporters

Retailer The front-end sales professional partner Suitable for new markets

As the third SW vendors, sales commission | Useful for the hard-to-country and

Sales agent is the fee established a branch far from market

ISV; Independent Business operators to provide the SW with | SW package is very useful for export
software vendor the SME without the sales contract enterprises(SME)

the advice company which comments, rates, | Very useful and important in the case of
Influencer, consultant acvi pany s, Tates, Y an pOrtatit as

and guides the final customer comments. system SW
OEM Supplying branded products to end SME is an easy way to sell on the
customers international market

Source : Varis et al.[2005], p. 24.

<Table 4> Main Considerations for Establishment of a Channel Partnership Program

Program Components Detailed Check Contents Detailed Preparation
. 1) define the role of part: L .
Establishment of a ) de me e. ro.e O Dartners . - Estimating resources required
. . 2) outline criteria for the partner selection . L.
strategic partnership plan . . . - Readiness for criteria
3) determine the relationship strategy
Mutual investment scope | 1) responsible for staffing, funding . .
L. Cooperation promotion elements
for the program 2) Staff training and range of tools purchase
Sharing a Collaborative 1) build leadership support
s ) . .. b pp. . Co-workshops
Culture 2) Visualization of tangible cooperation program
1) Define the value proposition
Plan to market the 2) consistency with the value proposition for Presentation o Sectre Dartners
program to the stakeholders partners to expect D
3) development of marketing materials
Pr t and .
.O eSS Ineasurement an Developing measures related to results Reassessment of program
improvement program

¥ As a conventional element review, the package’s product may vary depending on the circumstances.

AF W 2% F, AY THS LT BA-ALTERE-AY
5 AQudel AR A4, AREe i
weh wolg o TEAENA melshel @ A gelsha
G gtk olsh 2o @) <Table 4>94]sh 2o,
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(Table 5y Classification of Overseas Expansion Phase

Progress Contents of Progress
Preparations Steps in planning or preparing to export(market research, strategy)
Entry Steps to enter the market in one or more countries(securing overseas bases, selection of partners)
Expansion Advanced stage of increasing the market going to expand the market share trend
Guidance Step which occurs stable sales in the overseas market and have secured a stable market share

source : SPRI[2014].
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(Table 6 Export-Oriented Software Localization and Channel Construction Target Ratio Promotion Track Record of ‘A" Company

Item Goals and detailed promotion activities

market research

- Establishing southeast asian markets cloudium roadmap
- Indonesia, Singapore local market research and analysis utilizing local partners
- Securing client lists

Product Derivation of

Localization requirements

- Reflecting of native English local resources

- Cloudium internationalization capabilities (resources international structure,
automatically set of default language, set of user language, support of time zone)

- Support of native local English, and completion of the file synchronization feature
for business content collaboration

- File synchronization feature and API development

- Completion of implementation suitable for cloudium products in target markets

Ul Improvements | Ul improvements according to the resource changes

Completion of
localized versions

- English version implementation of cloudium
- Test of product and release

and signing contract

Survey of channel | - Investigating of the channel candidates secured through a local consulting
n | candidates firm in Singapore
anne Channel negotiation | — Conducting of channel agreements after the progress of the negotiations
Construction

for the nation, and the price

Channel Education | - Sales and Technical Training
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o] AtAke] A Q= AFS slolol AT oR Y A4 &S AAR A5 v A
FE% 3N 7199 A E, dAddA Y] Al S WHEA Holom, o] & nig o R e &
= 9 AFE X8 S FHOE FAEA AAE ZYAA He Blolth

T T4 AXE o] 7|99 £F gl 1] ol A A 39 9] A= AeAtHES
8 S 19w, A5 2 Tl A Y T3t <Table 7>3 #Zo] A& 4 Jom
FEAY GAo] wj g T AL & 57 F2 AP te ) 2
Fo] g9le] wa gk & A4H AU A st HAolA ] AAEORZE AA, A
s et g 719 S el wEa W AR MZL AlF HAS Es FAd =
7kl 9ol o= w7k yolrtol =] X AAlska AAstE 2ol aH o EW
= W BAAE AAsHA He At o), HEAHEAZE QA He EEuAAE W
g Zrt 2o AT EY o] & ofd BA & o oA 8wk v FE F= gle] ofyel
ZEJ o AFe] dAsE g 7eH E v A AHgALE IAHAAMNE Ag e 2

{Table 7> Summary of Overseas Expansion Best Practices of Domestic Software Products

Main Characteristics Cyberdigm Bankwareglobal Infraware
Product Name Cloudium CoreBanking Solution Polaris Office
. Electronic document - . .
Product Domain and content mgt. Banking solution Office Product
Founded 1998 2010 1997
ears - -
v First experts 2003(Japan) 2015(China) 2007
Expert success(2015 entry) Indonesia China France
Scizlggé‘% Overseas expansion Expansion from Expansion derived
p " SOUICes through market research| outside by consulting | from the other party
reparations
. Business/Technical A number of
Contacts Personal capacity Competencies free private clients
Num. of The primary initial Second Investment The primary initial
contract contract Agreement contract
Concs:?r?lré?%n Selection Num. of 2 companies Multi-channel 1 telecommunications
channels D company
g}ggg Normal level Major countries Major countries
Chr?)llqélel Agent Own business Distributer
Operation Suonlv of Monthl
upply o : 9 P onthly usage
cost The merchandiser(%) Equity investment per customer products
. U Korea lead/ Korea lead/ .
Requirements analysis Jocal support Jocal support Korea
P Local lead/ I
Test/Certification Korea support Local certification Korea lead
N Local workforce . . Domestic workforce
Localization| development Joint development Joint development development
o Below 30% of total Below 5% of total
0,
Localization scale 15% of total resource resource resource
Server mgt. Domestic, Domestic,
Mgt. of core modules from domestic local server mgt. local server mgt.
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