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Leader of the Pack: Having a Different Conversation
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A Different Conversation

30 minutes + 15 minutes Q&A

[Les roars off the stage on his motorcycle]

[Ray enters to “Leader of the Pack” music]

-- Thank you for that rousing introduction, Les. 

· He’s a tough act to follow

· But I’m not here to talk about following…I’m here to talk about LEADING.

· That’s something you know about already.  Because you’re North America’s leading EDA sales team

· You’ve turned in really good results in a really difficult year…I want to thank you for that

· I know it hasn’t been easy…being a leader never is

· And staying a leader is even harder.  To do that, we have to break away from the pack…again!

We need to have a DIFFERENT CONVERSATION with our customers.

· I’ve talked about this before

· And it’s now at the heart of 3C

· It’s a conversation our competitors can’t possibly duplicate, as they can with product features or pricing

· Since today’s theme is motorcycles, I’ll kickoff with an example of a motorcycle company who had to have a different conversation with their customers to maintain their lead

When you think of leading motorcycle companies, one name pops immediately to mind.

Harley-Davidson.

Many of you may remember Tom Peters, the guy who wrote In Search of Excellence, talking about Harley at our sales kickoff last January.

· He talked about companies having to reinvent themselves…or die

· Few companies remain successful drinking the same Kool Aid year after year.  Companies must continue to change to win

· To succeed over the long term, the rewards are not so much for closing the biggest deals but for bringing in the new customers, selling the new technology

· That’s what Harley-Davidson did and it kept them from losing their shirts…or I guess in their case, their biker jackets

· In the process, they discovered that their customers were no longer those renegade hippies or Hell’s Angels.  They were — get this — WHITE COLLAR EXECUTIVES! 

· These same white-collar executives are now YOUR customers.  And, just like Harley-Davidson had to have a different kind of conversation with its different kind of customer, you have to do the same.

Decision-making is now happening at a higher level

· So in addition to hanging out with the CAD manager, you need to spend time solving problems for the CEO.

· Okay, you may be asking yourselves, “But what am I going to say to the executives in the C-suite? I’m used to talking to the engineers and the CAD team.”

That’s where the different conversation comes in.

[Takes off motorcycle jacket]
- When I go talk to a CEO, I don’t wear my leather jacket!   And I talk as a business partner, NOT a tools vendor.  To be successful, you’ll want to do the same.

- because if you start talking VHDL, DFT or RTL [or other techie acronyms] to a CEO…

…all he’s going to hear is “blah, blah, blah, blah.”

You need to talk about TTM, ROI, EPS…the acronyms of the boardroom

· That’s the basis of the different conversation 

· Of course, our foundation is technology…you’ve seeded your accounts with tools and, hopefully, multiple platforms and PDPs…that is the time to engage in a different conversation…you’ve already created the podium for it

· So in addition to selling POINT TOOLS, you need to be MAKING points:  about how Cadence can cut your customers’ cycle times, shorten their time to volume, deliver a faster ROI, improve their top and bottom lines
· Instead of selling another box, you have to be thinking OUT OF THE BOX, working as a business consultant rather than as just another tools vendor

· Because CEOs don’t really CARE about tools…well, actually, they care about ANYTHING that will help them accomplish their goals!

So how do you have a different conversation?

First, you have to understand your customers’ businesses in a very deep way
· Research annual reports, analysts’ reports, earnings calls

· Know their competitive issues

· Who are their vendors and their customers?  We may have some in common

· Get steeped in their business so you can go in and engage in a different conversation…and then LISTEN to their needs, their challenges, their goals

· Show how we can attach to their ecosystem to help them reach those goals — better and faster than they ever imagined

The fact is, business issues are what keep executives awake at night…not EDA tools

· You’re selling the same tools and services — including our newest technologies from Get2Chip and Verplex and Celestry — but positioning them at the business level 

· Mapping Cadence’s VALUE PROPOSITIONS onto your customers’ BUSINESS GOALS…showing them how we can help alleviate their business pain points

· It means having a different conversation.  

Maybe it would help if I give you a couple of examples of how a rep from another company sold ME on working with THEIR company.

Take McKinsey, the big consulting firm, for example.

· Their reps meet with CEOs all the time and have connections to a wide variety of people and resources 

· So they’ve been able to bring me into a business ecosystem of ideas, best practices and even vendors and customers I wouldn’t have had access to otherwise

· Working with their rep has opened up a number of business opportunities for Cadence

Then there’s the strategic partnership we formed with HP back in 2000.

· It started off with their sales guy using Carly Fiorina – at that time HP’s brand new CEO – to make the supposed “deal-closing” call

· Carly presumed that we were partners…but we weren’t

· I told her that things would be very different if we WERE partners, but we weren’t, so forget about it

· Well, she DIDN’T forget about it, and in a few days she and her team were back meeting with us…and that, as they say, was the start of a beautiful relationship

· It’s a relationship that’s continued to build, as these relationships tend to do…if you nurture them…if you have those different conversations

· Proliferation is key…your job doesn’t end once the PO is signed…you need to keep growing your accounts…take OWNERSHIP of them and never let go!

· Very often, that leads to more business opportunities not only within your account, but with your customer’s customers and partners too

For example, the relationship we built with HP has evolved into a strong partnership with Agilent, the multi-billion-dollar company that was spun off from HP.  Wendy has been very instrumental in establishing and growing both of these relationships

· What happened with Agilent is that we thought we were competitors, until we had a DIFFERENT CONVERSATION – made possible by our existing relationship with HP

· When we put aside our competitive positioning, we saw we were both missing a big opportunity and we formed an alliance – which has delighted our mutual customers 

· Now we’ve taken the conversation even further.  Wendy and I were sitting with Agilent’s CEO, Ned Barnholt, when he told us he was open to the idea of us helping to accelerate their migration from their own internal EDA tools.  He realized — well, we HELPED him realize — that this could contribute significantly to his EPS

· And indeed it has! To the tune of 12.6 cents per share…believe me, that resonates with a CEO!

· We accelerated a Q4 $25M contract into a Q2 $40 million contract

· And we’re on a contractual path to owning an 85% market share with Agilent.  This is significant…and it all started because we had a different conversation…first with HP, then with Agilent

· It’s a true networking story…this is how leaders conduct business!

· And this story ain’t over yet!  Relationships can lead you in many directions.  Agilent has a lot of global partners that WE may have the opportunity to partner with also

Then there’s IBM.

· In the old customer vendor model we were just a tools supplier, often competing with IBM’s own internal EDA development group

· When we explored how we could become more strategic to them and them more strategic to us – we took our conversation — and our business — to a whole new level

· Attacked cost by replacing some of IBM’s internal tools with Cadence tools  [DO WE HAVE NUMBERS YET?]

· Sustained their manufacturing advantage

· IBM became more supply-chain friendly

· We captured their world-class test tools into our product flows and now sell them through our channel

· We distribute the PowerPC IP – we got a richer IP portfolio

· 65nm collaboration – strategically important to both of us

· The entire relationship with IBM became much more strategic for both our companies…because we had a DIFFERENT CONVERSATION

· And guess what?,  IBM connects to a lot of other companies…
Okay.  Here’s another example. We’re currently in flight with a major aerospace customer.

· Initially, this seemed to be a pretty standard $5M opportunity for Cadence to renew an existing Subscription and win some new Silicon Engineering bookings

· However, Team Cadence called on the Division VP and asked to understand the customer's go-to-market business

· We asked:  “What is your vision?  What are your business challenges?  Who are your customers and competitors? How does your channel work? How do you differentiate yourselves?  All the things I talked about earlier

· After gaining an extreme understanding of the customer's business plan -- which was to re-tool their fab from .35 captive to .15 commercial -- the Cadence team was able to engage in a DIFFERENT CONVERSATION with the VP about bootstrapping their entire ASIC business

· Based on our own experience running a world-class ASIC design business, Cadence is offering tools, flow, design collaboration infrastructure, commercial business infrastructure, IP, Silicon Engineering support and a go-to-market alliance to accelerate the VP's top line revenue plan

· The VP was extremely impressed with Team Cadence and told us that while our competitor was asking for meetings to sell their wares, WE were working CREATIVELY as a strategic partner, which is what they really need

· Cadence's alliance proposal enables the customer's demand-and-supply chain.  By thinking out of the box, by having a different conversation, by establishing ourselves as a valuable go-to-market partner, we have grown this opportunity from $5 million to $50M!

And 3C isn’t just for Enterprise or Government customers.  We’re having different conversations with our Major Accounts, too.  The fact is, ALL customers want to accelerate their time-to-profit.

Take ATI, for example.

· They were a dyed-in-the-wool Synopsys customer

· We were doing ok on the custom side, but we were losing big time on digital

· Our sales team was good, but it wasn’t yet a fully mature team…they hadn’t figured out how to really build RELATIONSHIPS

· Mike Faust came in and focused RELENTLESSLY on building relationships…

· He waged a campaign in the digital IC space and showed ATI how we could help them win against their competitor – Nvidea – by delivering higher yields in shorter timeframes using cheaper dies in 150 nanometers – while Nvidea struggled to get their chip working at 130 nms

· Thanks to Mike and his team’s commitment to having a different conversation…thanks to their out-of-the-box, creative thinking and RELENTLESS EXECUTION, we won big at ATI!

But helping ATI win didn’t stop up from also helping Nvidea

· Synopsys wasn’t cutting it for them because they weren’t providing ATI with what they needed for 130 nm designs

· We came in and looked at their verification, which was their biggest problem in terms of the design cycle – and cash was their biggest problem on the business side, like so many fabless companies

· Incisive offered a technical solution to ACCELERATE their verification, and a cash hedge through the business model…[they didn’t have the cash to buy Palladium boxes but needed Palladium capabilities, which we were able to provide]

· And now we have a Get2Chip seed planted with Nvidea that will let us do for them what we did for ATI

The geographies are a bit different, of course – but really, a lot of that business REQUIRES us to have different conversations and think out of the box

· With startups in particular, it’s ALL about their business models and how Cadence can help them succeed

· These companies have bleeding-edge technology, but they’re also bleeding cash…the VCs aren’t putting up the kind of money that was flowing a few years back

· It’s a silver-bullet play…they’ve got just one shot at making it work.  And we’ve got the ammunition to help them.  What’ll it be? VCAD? Leading By Design?  Our Tools for Equity program?

· These emerging companies create some exciting opportunities for Cadence…heck, it created a whole new career for Brian Hamel!  And just like Brian did, we all have to look for new opportunities, new ways to connect with new customers.

· Remember, the rewards are great for those who find the new customers and sell the new technologies…for those who engage in new conversations and proliferate their business opportunities

So whether you’re working with Enterprise customers, Major Accounts, or Geographies, it’s critical to engage your customers in a different conversation.

In today’s marketplace, we can’t sustain our success — our leadership — on product features and price.  EVERYONE’S selling product features and price!

· WE have to CHANGE THE ENTIRE GAME.  WE have to have DIFFERENT CONVERSATIONS with our customers…our partners…even with ourselves

· That’s what 3C is all about

· Customers are LOOKING for us to help solve their BUSINESS problems…and when we can do that — and we CAN do it — the game is over for Synopsys, for all our competitors

·  No one else can do what we — what YOU — can do

· This is a team effort.  Call on me!  Call on ANY of us – Les, Penny, Lavi, the folks in the new 3C Advisory Council.  We’ll hop on our choppers and be there — anywhere you need us.  Anytime. 

When we become VALUED BUSINESS PARTNERS, our customers won’t want to talk to anyone OTHER than Cadence

· We’ve seen that happen…and it’s happening more and more

· Our customers — at the highest levels — are turning to us because only WE have the depth and breadth of products, services and creative thinkers to help them increase their engineering efficiency, cut their cycle times, get a faster ROI, deliver higher earnings per share

· These are the things that CEOs care about…and these are the kinds of DIFFERENT CONVERSATIONS we need to engage in.  Conversations that show we can have a positive impact on our customers’ top and bottom lines.

· When you can show them that — and trust me, you CAN — they can’t afford NOT to do business with Cadence.

I want to thank you again for being the best damn sales team in North America 

· Now you’re on the road — the fast track, really — to becoming the best damn BUSINESS CONSULTANTS in North America…ensuring that we maintain our position as leader of the pack…just like Harley-Davidson!

I’d be pleased to answer any questions…

