University seminar speech by CEO of Extreme Networks (2001)

[formal salutation, then hold up seminar announcement]
I was given a copy of the announcement for my talk this evening. It will remind me always of this wonderful opportunity I have to speak with you. I am very honored to be here. One of my employees here translated the announcement for me, and I learn that, apparently, some of you may be expecting to hear a 


[read a phonetic line of Chinese]

My translator told me this means a “modern fairy tale.” 

I have never really thought of what I have done as a fairy tale before. But if there is any industry that is largely a work of the imagination, it is the high-tech industry. And if I reflect on what Extreme Networks was like when we started, and how far we have come in such a short time, it is very much like a fairy tale.

This is what my company was like when we opened for business in 1996. 

· We had more founding partners – three – than we had employees.

· Our offices were so old, you could see paths in the carpet where the people before us had walked over and over.

· We had to buy used furniture at an auction and spent two days negotiating the price.

· We worked for 6 months without pay while I tried to raise venture capital.

Today, Extreme Networks looks very different.

· We have more than 1000 employees worldwide

· We have been rated the fastest-growing company in all of Silicon Valley by our leading business publication, the San Jose Business Journal, with annual revenues reaching nearly a half-billion dollars this past fiscal year, which ended June 30th
· We have offices in 25 countries around the world and have customers in more than 50 countries

· We have 5 separate research and development facilities across the United States 

· The biggest networking trade show in the United States is called Networld Plus Interop. Before 1997, no company had ever won the Best of Show award for the most outstanding technology two years in a row. Starting in 1997, we have won their Best of Show award five years in a row.

We have worked very hard to make our company a success, and fortune has smiled on us.

[hold up program announcement again]

It says here that I am to speak tonight about “How to Succeed in the New Economy.” This is a little bit ironic. In the last year, the global economy has not been as strong as it was through most of the 1990s. Most companies are struggling – and often failing – to meet their business objectives. In the United States, there is a lot of debate in the business publications about whether there actually is a “new economy,” and whether anyone is actually succeeding right now.

I believe the debate misses the point. Many people assume that the New Economy is about unique Web-based businesses based on new business models. But it is not. 

The New Economy is about Web-enabled ways of doing the usual operations of business more effectively. I recently saw some productivity-growth data for the United States. In the 1970s and 1980s, productivity growth was roughly 1.5% a year. Since the early 1990s, however, productivity growth accelerated to 2.3% a year. 

That’s nearly a 50% increase in the growth rate, and it’s mostly due to using network technologies to improve the way American companies do business. Powerful applications have been developed. Some automate and streamline many operations that used to be done manually. Some enable a company to provide much better service to its customers. 

As a result, American companies have been able to reduce their costs and sell more products. That’s the formula for success in any economy.

But those applications can only work effectively if the network they run on works effectively. That is the business that Extreme Networks is in. We make the most effective applications infrastructure for large enterprises and service providers. So you could say that we have succeeded in the New Economy by enabling other businesses to succeed.

But there are a lot of networking equipment companies. So there must be some reason that Extreme Networks is the only American company in our industry to reach a half-billion dollars in annual revenues in just five years. How do you succeed in the New Economy? I believe there are three critical factors for success:

· Distinctive vision

· Unifying culture

· Differentiating marketing

Let’s talk about vision first, since it is the seed from which great companies grow. In America, there is a lot of talk about vision. Successful business leaders love to be called “visionaries.” True visionaries receive much respect. It’s almost as if vision were like a great acrobatic act that only a few people have been able to master.

But I think vision is much simpler than that. In my opinion, vision is strategy. You look at your marketplace. You ask yourself, “What are the needs? What is the competition doing to meet those needs?” And then you identify the unique opportunity that you are uniquely able to fulfill. Vision must include both a highly desirable end and an unprecedented means for delivering that end.

Of course, there has been a lot of business vision involving things that have never been done before. In a lot of cases, there’s a good reason those ideas have never been done before – they don’t make any sense. 

Let me give you an example. One of the big stories in American business in the late 1990s was a company called Priceline. Many of you may know about Priceline, so I’ll try to be brief. Priceline started out as an Internet-based company with a business model for the airline industry that was so unusual they were able to get a United States patent for it. 

There was a very sound theory behind the Priceline concept. Airlines charge the highest price for tickets in the last two weeks before a flight. That is when businesspeople buy most of their tickets, and businesses are more willing to pay a high price than an individual flying for personal reasons. 

Airlines only offered their discounts for tickets bought weeks in advance. But in the last few days before a flight leaves, the value of seats that haven’t been sold yet starts to drop because the airlines have computer models that tell them how many of the unsold seats are likely to sell. When that airplane leaves the ground, any seats that are empty are worth nothing to the airline.

Priceline was able to create revenue from those seats that would have been empty. A customer could go to Priceline’s Web site, plug in his destination and departure locations and the date he wanted to travel, and then suggest a reduced price that he was willing to pay for plane ticket. Priceline would send that information to the airlines and the airlines would put it through their computer models. If the computer said that the customer’s offer was better than the airline was likely to get any other way, it would accept the customer’s offer. So if someone decided on a Thursday that they wanted to fly somewhere for a weekend vacation, they could offer a low price and save hundreds of dollars on their plane tickets.

Priceline rolled out their service to hotels and rental cars. It was a big breakthrough, and a big success. But didn’t I say that this was an example of a business idea that didn’t work? 

Priceline tried to extend their service to things like groceries and gasoline for cars. However, the customer wouldn’t save hundreds of dollars on these purchases, but only a very small amount. Also, with the exception of produce and dairy products, there wasn’t the steep drop in value over a short time to motivate the business to accept discounted bids from the customer. Priceline spent hundreds of millions of dollars to start these other businesses, and they lost it all – because these businesses did not make sense.

Then the airlines set up their own Web site. They started offering their unsold seats at a discounted price that they controlled. They used advanced networking technologies to create a new revenue opportunity for themselves. Priceline has closed down all but its travel-related operations and is struggling to stay in business. 

Their strategy didn’t make sense because their business model couldn’t effectively extend beyond the travel industry. Therefore, since there was also very little technical barrier to entry, they were vulnerable to competition from the airlines and other mainstream travel businesses themselves.

Vision is rarely about seeing what has never been done before. It is about seeing the same things that everyone else is seeing, but from a different angle or perspective. There is an old saying in the United States – of course, our country is less than 300 years old, so you probably would not think it was such an old saying. But the saying goes, “Build a better mousetrap and the world will beat a path to your door.”

When I started developing a strategy for the business that became Extreme Networks, the mousetrap I looked at was network platforms. In 1996, most people thought the critical issue was delivering voice, data and video over a single network – and that is still a very big issue. But I knew that an equally big issue was scalability. However, I didn’t focus on the scalability issues of the network technology. The different perspective I took was to look at the support factors necessary to make the technology work.

Specifically, I thought about technicians. 

Back in the mid-1990s, everyone in the networking industry, worldwide, seemed to think that the asynchronous transfer mode technology – or ATM – was the future of networking. It was the technology best able to support the transmission of voice, data and video traffic over a single network. But ATM is also a very complex technology. If converged networks were dependent on ATM, then they simply wouldn’t work on a broad scale – there wouldn’t be enough sufficiently trained technicians to keep them working. 

I recognized that the capabilities of ATM were necessary. I just needed to find a different technology platform for delivering those capabilities. So I looked around for a simple technology with the potential for development – and I found it in Ethernet. It was fast – gigabit Ethernet was just being introduced. In fact, one of Extreme Network’s founders, our CTO Steve Haddock, co-wrote some of the IEEE’s international standards for gigabit Ethernet. Ethernet was also already data-optimized, which would be a crucial advantage for building high-performance converged networks. It was inexpensive – Ethernet is roughly one-fifth the cost of Sonet, our equivalent of your SDH technology. But most important, it was a familiar technology to the networking community – about 98% of local area networks in the world are based on Ethernet.

So my original vision was to replicate ATM capabilities on Ethernet. In fact, we had a slogan to articulate that vision: Ethernet Everywhere. That is what made my vision distinctive. Other people in our industry could not imagine an end-to-end Ethernet network. Here’s a suggestion on how to be successful in the new economy: it helps if your vision is one that your competition is not even considering. We were fortunate to have a massive first-mover advantage, and our core technology has strengthened that advantage by creating such a high technical barrier of entry that anyone trying to compete directly with us will start out 12 to18 months behind.

My Ethernet Everywhere vision also meant we needed to solve the problem of network scalability: the ability to grow and dynamically meet traffic requirements. Our research in that area led to our development of Layer 3 switching, which provides a huge improvement in network performance. Layer 3 switching is hardware-based routing at wire speed, which offers an order-of-magnitude higher performance than software-based routing. Extreme Networks can’t take exclusive credit for developing Layer 3 switching; there were a couple of other companies that came out with their variations around the same time. But our approach does appear to be superior: we are the worldwide leader in sales volume of Layer 3 switches, and have been continually since 1998.

A good vision is not only distinctive, but it is spread across many aspects of your operation. Another component of the Extreme Networks vision was my product strategy. Many companies focus only on developing a breakthrough product. But then they may have to go through the whole process all over again when they develop their next product. My primary objective was to develop a breakthrough core technology that could be used across our entire product line, no matter how that product line evolved.

Our core technology is the series of ASICs in the chip set. It was at the foundation of our first product, the Summit 1 switch, which we introduced in April 1997, and it has been the basis for all our subsequent products – including the Black Diamond 6816, our highest-capacity core switch, which the industry publications have named the Purple Monster. Our chip set enables Layer 3 switching. And it enables policy-based quality of service – or QoS – which is a vital capability. You may know of QoS as traffic-shaping, or perhaps bandwidth allocation. QoS originated many years ago for use with voice applications because voice, as a circuit-switched technology, required it. 

However, since IP networks are packet-switched networks that aren’t designed with a dedicated connection for each transmission, QoS capabilities were never built in. But QoS will be absolutely essential for converged networks. Converged networks need to be able to manage bandwidth for the varying priorities and bandwidth needs of voice, video and data traffic. With such diverse traffic on a single network, network managers need to be able to provide bandwidth guarantees for delay-sensitive traffic and applications. Our breakthrough was developing it for data-optimized networks.

You may have noticed the word “breakthrough” several times in my discussion of vision. That is because that is what a good vision does: it enables you to make breakthroughs – to do what no one else has done – to seize competitive advantage. One of our breakthroughs was to establish that a networking company didn’t need to be an end-to-end provider, like a Cisco or a Nortel, to be very, very successful. You could focus on developing best-of-breed niche solutions. Of course, in the next 18 months after we went public successfully on that best-of-breed concept, another couple dozen networking companies went through the gate that we really pushed open. But the lesson there is, if you can be a vision leader, then people will change their ways of thinking. If you don’t have a distinctive vision, you don’t have a key prerequisite to success.

Now, let’s move on to the issue of a unifying corporate culture. What I mean by corporate culture is the value system and the code of behavior that guides the way the people in your company approach their job with you.

When I first started thinking about what I wanted to say this evening, I thought I would talk about the type of corporate culture that we have at Extreme Networks, because it has been so vital to our success. But the issue is not what type of culture you develop for your company. What’s most important is that you establish a corporate culture that everyone in your company can embrace. It must provide a common bond that can hold your company together in the face of adversity.

At Extreme Networks, we call our corporate culture “disruptive”: we try to do things differently from the way everyone else does them. We have been successful in establishing – and sustaining – this culture because we kept in mind three key considerations.

· The culture has to reflect the personalities of the company’s founders – the three of us who started Extreme Networks had all been working together at another company, Network Peripherals, just before we started Extreme Networks. I had founded Network Peripherals and we had created a culture there that reflected our personalities – fun, irreverent, risk-taking. But it didn’t last. After Network Peripherals became a public company, the investment bankers came in and started dictating how things should be. The company became much more formal and conservative. After we left Network Peripherals, the three of us vowed that we would never let that happen again. And we haven’t. Extreme Networks became a public company more than two years ago, but we haven’t lost our sense of playfulness. In fact, I’ll give you an example. A little while ago, I described a very disciplined approach to the development of my vision. But what really happened was that Steve and Herb and I sat down over beers one day and I said, “I want to start a new company.” And they said, “Great, what do you want to do?” And I said, “Well, you guys have some patents in switching technology and I can handle marketing. I guess we should build switches.” We shook hands, drank another beer, and started looking for cheap office space

· The culture should reflect the personalities of your primary customers – Since we were developing a different approach to networking, I knew our customers were going to be “early adopters.” “Early adopters” is a term for people who always want to have the latest, most advanced products. In China, I understand that you call such people Ke Ji Kuang. They are willing to take a risk on something new and relatively untested in order to gain the potential competitive advantage that the new product delivers. So we needed to have a risk-taking personality. That’s actually easier than it sounds. We hired people who raced motorcycles at the World Superbike Championships, who skydived from planes, who floated on whitewater rivers similar to the Yunnen Province section of the Yangtze – even our CTO, Steve Haddock, has kayaked on the Amazon River in Brazil.

· Finally, the culture should reflect the culture of the larger environment – We work in a technology-development industry. This is an industry that puts a high value on working faster and more creatively than the competition. There are big rewards for people who take big risks and make them pay off. In addition, Extreme Networks is located in Santa Clara, California – the heart of Silicon Valley. Silicon Valley is similar to Zhong Guan Cun here in Beijing: a place where a critical mass of money, talent, excitement, and inventive technology ideas has gathered. More new technologies come out of Silicon Valley than anywhere else in America. A lot has been written about the people who are eager to work in Silicon Valley amid its entrepreneurial culture. There is an American writer named Po Bronson who wrote a book a couple years ago about Silicon Valley. It’s called “The Nudist on the Late Shift.” The name comes from a description of one of the people Bronson met while writing his book: a high-level computer programmer who worked at the office at night and wore no clothes while he did his programming. That programmer doesn’t work for us, but he is typical of the unusual people who have come to be a part of the Silicon Valley start-up phenomenon. If these are the sorts of people available to be hired as employees, then the culture of your company will naturally be a little different from the norm.

When I started Extreme Networks, I knew we could create a fun, creative and risk-taking place to work. That would satisfy the three criteria I just mentioned. But it wouldn’t really be the powerful glue I was looking for to bond people together, because most of the other companies in Silicon Valley were just like that. We needed an added ingredient. And that ingredient is the culture of being “disruptive” – of fostering out-of-the-box thinking and finding ways to stand out from the crowd and get noticed. 

I chose to create a disruptive culture because the market dynamics demanded it. In 1996, the networking market was dominated by four companies: Cisco – some of you have probably heard of them; they’re pretty well known. The other three companies were Bay Networks, which has since been acquired by Nortel, Cabletron and 3Com. These four companies were so well entrenched at the head of the industry, that everyone assumed they would dominate networking forever. All the market research said it. So if you were a startup company, the best you could hope for was to be acquired by one of these four companies. Otherwise, you were expected to fail. 

We were definitely expected to fail, because there were at least twelve other start-up companies all focused on the area of network switching. One of those startup companies was Granite Systems, which was run by one of the founders of Sun Microsystems, Andy Bechtelsheim. Bechtelsheim was generally considered to be one of the most brilliant technologists in Silicon Valley. So not only was there a lot of startup competition, but Granite Systems was already being declared the winner.

And that really had a big impact on the way we went about doing business. I knew we couldn’t just say, okay we're going to build this great product, we're not going to take huge risks, and everything will be okay if we can execute and deliver this product. Because everything wasn't going to be okay. There were a dozen other people with a similar approach and one who was well ahead of us in terms of time and people. 

So I decided we needed to shake up the odds. We needed to do the unexpected and to use unconventional means for doing so. We needed to be disruptive. So we built cultural mechanisms into the way we operate on several different levels.

· The public interface level – Start with our name. Extreme Networks. I am a downhill skier and the inspiration for the name came from the high-risk sport of extreme skiing. 

[pause]

Actually, the name came from my wife. We have a vacation house up near Lake 

Tahoe and we were driving back from that house after a ski weekend. I was 

wearing a t-shirt that said Kirkwood Extreme – Kirkwood’s the name of the ski 

area up there. My wife’s in high-tech marketing herself and she was doing a little 

name brainstorming, and she said, “Why don’t you call it Extreme Networks.” I 

liked it. My partners didn’t. But when I did a trademark search of all the names 

we had come up with, Extreme Networks was the only one that was still available. 

So we became Extreme Networks. But the Extreme name suggests that we are an 

intense company with products that are out on the technological edge. That is 

exactly how I want people to think of us. 

Then there is the purple corporate color. When we started all high-tech equipment was the same, boring colors. You know the color I’m talking about. I wanted us to be so different in everything we did that even the color of our products said we were innovative. The graphic designer we were working with presented a rich purple option and I said, “that’s it.” Now you see purple all over our offices. Shirts are purple. Walls are purple. Even the M&M candies in the reception area are purple. Equally important, our products are purple. So if you go into any network facility, our switches are going to stand out from all the rest of the hardware. In the United States, you will hear enterprise managers say they are going to “paint their data center purple,” which means they are going to put a lot of our switches in their data center. We have built our brand around our color and no one will ever mistake our product for someone else’s. We are aesthetically disruptive.

· The internal team-building level – We have various internal slogans that are used as rallying cries, especially by our sales teams. I’d give you an example, except…well, they aren’t exactly nice sayings, so I wouldn’t say them in public. That’s why they work so well as internal bonding agents. There is another thing we have done ever since the first week we were in business. Every Friday afternoon, in every Extreme Networks office around the world, everyone gathers in a conference room or dining area to drink beer. A lot of people wear Hawaiian shirts; it is part of the ritual – in fact, if a person doesn’t have a really ugly Hawaiian shirt to wear, we have a supply of loaners. And when I say everyone attends these Friday gatherings, I mean everyone – secretaries, programmers, business managers, sales representatives, vice presidents. I firmly believe that the best ideas come from unexpected places, so we use the Friday beer party to bring people together who wouldn’t otherwise meet. Sometimes, these cross-disciplinary conversations make magic happen.

· The personal values level – I believe good people make good companies. So we emphasize values like integrity and teamwork. But disruption requires more than a strong values system. So when I tell our people I want them to take risks, I want them to take BIG risks. I don’t want to make incremental advances in technology. I want to make huge, disruptive, non-linear leaps that leave the competition far behind. That is why I stress to our people that they should always be looking for solutions in unlikely places. There is a great story in the history of Extreme Networks. One of the major breakthroughs in our Black Diamond switch came from a software engineer – not someone in hardware. Yeah, I love this story. This software engineer is in working over the weekend and comes up with an idea for reconfiguring a chip set in order to build a large-scale chassis. He sent me a very detailed 2-page email, complete with diagrams. I got all excited about it. I showed it to the hardware people and they got all excited about it. And we went out and developed the Black Diamond – our second most successful product. The key thing is that everybody recognized it was a great idea and nobody took the attitude that, well, that’s not his job. Everybody involved immediately said, hey this is great, let’s go do it, and we moved ahead and created a big success.  

There’s no real metric for disruption. You either get noticed or you don’t. But if you took everything else away from who Extreme Networks is as a company and left only our disruptive culture, we would still be successful. Disruption scrambles the odds. Disruption leaves your competition feeling helpless. 

Some of you may know of the American science fiction writer, Isaac Asimov. Years and years ago, he wrote a short story about a great intergalactic war that had been going on for decades. In fact, the two sides knew each other so well that neither could make any progress. So here are these two great starship forces, stuck up there in space, waiting vainly for the other to make some move that their computers had already calculated the response for. And one lowly gunnery officer, on one ship, cracks under the pressure of the wait and starts firing away at random – and his side wins the war in a rout. Their opponent’s computers couldn’t figure out the random, non-linear actions. Too disruptive.

I want disruption to be pervasive in my company. In the way our people work. In the way they think about the way they work. In the way they approach their market. And it has worked very well for us.

I don’t know if disruption would work for a Chinese company or not. The national culture of China is generally more mature and more gracious than ours in America. Your challenge is to find ways within that greater national culture to develop new corporate cultures that create competitive advantages. 

In fact, this is already happening. China is already becoming more entrepreneurial. State-owned companies are being privatized. Small companies are being started by students, university professors, or simply anyone with a good idea and a lot of initiative. And your imminent entry into the World Trade Organization will invite new competition from companies outside of China, which will hasten the move toward a more entrepreneurial culture within your companies. You will need to choose carefully the path you take for migrating your corporate culture to one that allows you to compete successfully in the global marketplace.

Speaking of marketplace, my third factor for success in the New Economy is differentiating marketing. You have to get noticed. Once you are noticed, you must have a compelling story that convinces prospective customers that you are the right choice for them. This is a very difficult challenge because positioning your company and product is not something you do. It's something the customer does to you. People take your message and run it through their own interpretive filters, their experience, their biases. They put it up against everything else they may have heard. They measure you against the images they've created for your competitors.

Differentiating yourself in the marketplace is such an imposing task, that I’m going to avoid talking about tactics. We would still be here this time tomorrow – or at least I would be. I just want to concentrate on three strategic considerations that have been vital to our success at Extreme Networks:

· Target markets

· Global focus

· Generating visibility

A few moments ago, I mentioned that we entered a crowded marketplace when Extreme Networks started in 1996. But it was also a diverse marketplace, with a number of potential niches. The big money, and thus the largest competitors, at that time were in carrier-class networks, so we stayed out of that segment. Besides, I was trying to do something so radically different by using the Ethernet platform, that it made sense to choose target markets that would be more receptive to the Ethernet story. 

Our first target market was the large enterprise because Ethernet is so dominant in local area networks. I figured that enterprise managers would be familiar with the advantages and performance reputation of Ethernet in their local area networks, and that they might even be eager to make Ethernet a part of their network expansion plans if we presented them with a way to do it. And we’ve been very successful in that market segment, especially among technology companies – we’ve built networks for 10,000 users at Apple Computer, maybe 24,000 users at Microsoft, and up around 50,000 users at Compaq.

We then added service providers as a target market because of the United States Congress’s Telecommunications Act of 1996. The Telecommunications Act was going to open up the marketplace to much more competition. We figured that the low-cost and speed-of-deployment advantages of Ethernet would appeal to service providers, especially new companies who were just starting to build their networks. Ultimately, we have begun marketing to carrier-class service providers as they have finally realized the benefits of Ethernet and started looking for solutions from that platform.

We have seen an added advantage from choosing the enterprise and service provider target markets: they are beginning to converge. Service providers are trying to develop specific services to market to businesses. As businesses add new applications to their network, they are starting to use outside sources to implement and manage the new service rather than do it themselves. Meanwhile, enterprises have become so massive and widespread that their infrastructure is starting to adopt the same concepts and technologies used by the most progressive service providers.
Let me use a university network as an example. You have got individual schools, in separate buildings, each with its own local area network. You have got administration buildings, with an entirely different set of applications to support. You have faculty residences you want to wire so professors can work on their research from home. You need to wire student residence buildings to support both their studies and their entertainment needs. An urban university may have buildings spread out all over the city. You have, or may want to establish, additional branches of your university in other communities in a province. 

Put all these local area networks together and what do you have? You have something that looks a lot like a metro area network – and that is exactly the kind of network that Extreme Network solutions have been designed for. Many of you have been deeply involved in CERNET. You know from personal experience that wiring the entire academic community of China is a massive undertaking. The financial demands are immense. The project timelines extend for years. Would it help if you could find a networking solution that provides a low-cost, quickly deployable, high-performance alternative to the conventional networking approaches you have been working with? 

Deploying advanced, campus-wide networks through CERNET is actually a small challenge compared to managing the network. Your university network needs to be able to establish and manage the varying priorities of all your different audiences and applications. How much bandwidth do you need to stream video for real-time distance-learning seminars? How much bandwidth do you need to present a live concert for a single music-appreciation class offered on all your campuses? How much bandwidth do you need to support a global collaborative project with affiliated schools overseas? Or imagine this. What if the president of your university is taking part in an on-line conference on distance learning; your engineering school is in sensitive, last-minute negotiations to establish an international consortium on nanotechnology; your institute of social research is using Voice-over-IP to take a global phone poll with a sample size of 10,000…on the day that the game developers at Electronic Arts choose to release its on-line-gaming version of The Sims and half the student body goes online to download massive game files?

Bandwidth management of such diverse traffic with widely different priorities and such variable bandwidth needs is the sorts of management challenge for which we developed our Policy-Based Quality of Service technology. And I haven’t even mentioned the vast scalability that networks need in order to be prepared to support future applications. Or that businesses will discover they need in order to compete effectively after China is admitted into the World Trade Organization.

But these are the sorts of issues we focus on at Extreme Networks because they are the issues that most challenge our customers. And one way Extreme Networks differentiates itself in the marketplace is by knowing more about the primary concerns of our target markets and then designing products that are better at solving those problems. This was a major strategic direction for us.

Another strategic initiative was my decision to do business on a global scale. At first, this idea was probably more disruptive to us than it was to the marketplace. We were barely a year old when our new Vice President of Sales told us that we needed to sell to the global marketplace. We only had 50 employees – not 50 salespeople, but 50 employees total – and most of them were engineers. That’s not even enough people to staff a global headquarters, much less a global sales organization. But the sales vice president insisted and I listened – remember, part of our corporate culture is to listen to ideas from every resource because you never know where the next great idea will come from. 

Obviously, we aren’t the only networking company with a global presence. But we were among the very first companies selling Layer 3 switches worldwide and exclusively targeting large enterprises and service providers. And it has paid off for us. This past 12 months, while the United States telecommunications market has struggled, we nearly doubled our annual revenues. More than half of those revenues came from outside of North America.

Finally, let’s talk about generating visibility. I’ve already mentioned how our purple boxes stand out and get noticed in an Internet data center – not only to the people who work there, but also to people who visit those data centers and whose own companies may become prospective customers.

But when you are a small start-up company, entering an already crowded marketplace, you often need to do disruptive things to get noticed. Here’s an example of what I’m talking about. In 1997, when we were developing our Summit 48 product, a Layer 3 switch, our primary competition was a Bay Networks/Nortel product that sold for about $76,000. One of our prospective investors was Vinod Khosla at Kleiner Perkins, which is one of the most highly regarded venture capital firms in all of Silicon Valley. Khosla said he’d provide us some capital if we could bring the Summit 48 switch to market for $8,000. Let me repeat that: he wanted us to develop a product with superior performance to the competition, but sell it at a price that was nearly 90% less than our competition sold theirs.

Fortunately, my engineers enjoy a good challenge – particularly impossible ones. They figured out how to make it work, we introduced the Summit 48, and it promptly changed the way the marketplace thought about that type of switch. You see, there are basically two approaches you can take as an emerging company. You can come into the market, priced at a premium, because you really believe you have great technology and you can explain to everybody why that’s great. But then you have to really battle to get your story heard, much less believed. On the other hand, you can do something that’s so ridiculous, so disruptive, that people come to you. And that was really one of the things that helped make Extreme: the price was so ridiculous that nobody believed it. Prospective customers had to check it out – they couldn’t afford not to talk to us. It was like a free sample. But we would not be the success we are today if it weren’t for the Summit 48 being sold at $8000. 

The lesson in this story is you have to listen to every idea, no matter how strange it may seem – and especially if it comes from someone really smart who’s offering money. Because it is only the strange ideas that are going to disrupt the marketplace and get you noticed.

Extreme Networks has been successful for a lot of reasons – far more than just vision, culture and marketing. I haven’t even begun to tell you about the extraordinary people that have come to work with us, for instance. And there is no foolproof formula for success in the new economy – if there were, there would be a lot more successful companies. But I believe those three considerations provide the foundation on which any successful company is built. 

And now is the time when many of the great Chinese companies of the 21st century will be created. It is an extraordinarily exciting time to be building networks in China. You are just entering the networking revolution. The opportunities are tremendous. 

I believe that if you are bold, dedicated, creative, and surround yourself with good people, you will succeed as a company in any economy.

[in Chinese]

Thank-you.
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