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Exodus at Everex

Decimated Marketing Ranks, Reduced Ad Outlays
Spell More Trouble at Beleaguered PC Maker

nly a few months ago,

Genelle Trader was

talking about grand

plans to reshape

Everex Systems Inec.,
the Fremont, Calif.-based manufac-
turer of computer systems and pe-
ripherals. Ms. Trader, who was named
vP-marketing in February after hold-
ing a similar post at AST Research,
had added 10 employees to build a 66-
person marketing staff. Ad spending
was up 10%—“so far,” said Ms.
Trader, 39, during an interview last
May.

Analysts were falling over them-
selves to praise the remarkable turn
around as Everex made the difficult
transition from an engineering-driven
to a market-oriented firm.

But now Ms. Trader is gone, along
with other key executives who were
hired over the last 18 months. In the
past two months, Everex has pre-an-
nounced an unexpectedly large loss of
$35 million for its fiscal fourth quar-
ter and laid off 500 of its once 2,700-
person work force. Only a fraction of
the marketing staff remains; sources
say current Everex executives talk
about reducing the marketing depart-
* ment to three employees—and this for
a company whose estimated sales in
the last fiscal year were $440 million.

Everex’s plight bears similarities to
the much larger and equally engi-
neering-driven Digital Equipment
Corp. Digital's founder and longtime
Chairman Kenneth H. Olsen abruptly
announced his retirement in July, a
week before the company posted a
$1.85 billion quarterly loss.

At Everex, executives now talk pri-
vately about downsizing Everex into a
600-employee, $200 million company.

‘What happened to Everex, one of
the fastest-growing computer com-
panies in the late ‘80s? Like many suc-
cessful start-ups, Everex depended
too long on pure engineering prowess.
What’s more, analysts say Everex’'s
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woes epitomize the struggle smaller
players are having in the intensely
competitive computer industry.
“We're on the brink of a major shake-
out,” says William F. Zachmann,
president of Duxbury, Mass.-based
Canopus Research, an info tech mar-
ket research firm. “We're going to see
a drastic contraction of the smaller
computer companies that have proli-
ferated like mushrooms over the last
few years.”

Everex—one of the earliest and
most successful of those “mushrooms”
—was founded by Steve L.W. Hui.
Mr. Hui, a Chinese emigre now in his
early 40s, is an engineer through and
through: He holds master’s degrees in
both mechanical and electrical engi-
neering. Prior to launching Everex,

Steve L. W. Hui, Founder of Everex

“Hf you can get an IBM or Compaq
logo at or below the price of the
Everex label, Everex is obviously going

to be squeezed . .. We're going to
isee a drastic contraction of the

smaller computer companies that have
proliferated fike mushrooms over the

last few years.”
— William F. Zachmann, president,
Canopus Research

Mr. Hui had been a systems design
engineer at Amdahl Corp. and part of
the team at Storage Technology Re-
search that designed the first high-
performance CMOS IBM 370-compati-
ble mainframe.

Impressive, but Mr. Hui wanted
more. In 1973, Mr. Hui was fond of
recalling, he wrote in his diary a
pledge to create a company with a
unique multinational perspective.
Everex would combine the long-term
perspective and horizontal integration
of the Japanese; the cohesion, flexibil-
ity and tenacity of the Chinese; and
the creativity, engineering and mana-
gerial excellence of the Americans.
Those who raised an eyebrow were
told to see John K. Lee, Mr. Hui's
right-hand man, who was entrusted
with keeping the diary. “He made the
diary sound like a sacred covenant,
like the Dead Sea Scrolls,” says Cathy
Beier, a former Everex marketing
services manager.

Colorful, workaholic entrepreneurs
like Mr. Hui have never been in short
supply in Silicon Valley. For a long
time he seemed to make good on his
dream. Everex was founded in 1983; it
quickly became, in the words of PC
Weelk, “an invisible powerhouse,” ship-
ping products under private labels.
Under Everex’s “zero response time”
system, a product could often be man-
ufactured and shipped to meet an
order within 24 hours. In the com-
pany’s boiler room-like atmosphere,
the telemarketing staff would grow to
275 employees who made thousands of
phone calls to resellers daily. The en-
ergetic Mr. Hui sat in the middle of
the Babel, watching over everything
from his all-glass office.

While Steve Hui was enamored of
sales, sources say his distrust of mar-
keting was just as strong. “When I
first started in 1985, my boss’s desk
was configured so a partition shielded
him from Steve’s office and desk,”
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