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AgendaAgenda

Understanding the ChannelUnderstanding the Channel
–– What is the What is the ““channelchannel””??
–– What does the channel do?What does the channel do?
–– What makes the channel What makes the channel ““ticktick””??

8 Recommended Practices8 Recommended Practices
Resources Resources 



What is the What is the ““ChannelChannel””??

Vendor ViewVendor View Route to market for Route to market for 
my productmy product

Where I buy products Where I buy products 
and get helpand get helpCustomer viewCustomer view



What does the channel do?What does the channel do?

Gather info on customer demandGather info on customer demand
Stimulate purchase; negotiate priceStimulate purchase; negotiate price
Handle orders, financing and paymentHandle orders, financing and payment
Move and store productsMove and store products
Add value: design, install, train, Add value: design, install, train, 
implement, integrate, and supportimplement, integrate, and support



Types of Channel PlayersTypes of Channel Players

Source: P. Kotler, Marketing Management



Channel Business DriversChannel Business Drivers

ASP/Contribution MarginASP/Contribution MarginDell, HP, IBM, Cisco, MSDell, HP, IBM, Cisco, MSOEMOEM

Operational EfficiencyOperational Efficiency
CostCost

AT&T,  BT,  OrangeAT&T,  BT,  OrangeServices Services 
ProviderProvider

Gross Profit MarginGross Profit Margin
VolumeVolume

ACS, ACS, GetronicsGetronics, En Pointe , En Pointe Value Added Value Added 
Reseller (VAR)Reseller (VAR)

VolumeVolume
MarginMargin

Ingram Micro, Ingram Micro, TechDataTechData, , 
CDW, CDW, BellMicroBellMicro, , ComstorComstor

DistributorDistributor

Client ValueClient Value
Client Retention/GrowthClient Retention/Growth

IBM, EDS, CSC, HP, IBM, EDS, CSC, HP, 
AccentureAccenture, and boutiques, and boutiques

System System 
IntegratorIntegrator

Business DriverBusiness DriverExampleExampleTypeType



Channel Sales Rep ViewChannel Sales Rep View

Their Situation:Their Situation:
Represent 40+ products/servicesRepresent 40+ products/services
Have 40+ vendors wooing them with Have 40+ vendors wooing them with 
promotions, promotions, SPIFsSPIFs, events, marketing, etc., events, marketing, etc.
Thin on preThin on pre--sales technical resourcessales technical resources
Quota seems to get bigger each yearQuota seems to get bigger each year

Their Focus:Their Focus: make quota with make quota with 11--3 products3 products
that will help them win fast.that will help them win fast.



Defining Defining ““ProductProduct””
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RecommendationsRecommendations

1.1. Simple, compelling value propositionSimple, compelling value proposition
2.2. Attractive margins/incentivesAttractive margins/incentives
3.3. Product packaging simplicityProduct packaging simplicity
4.4. Short sales cycleShort sales cycle
5.5. Killer demoKiller demo
6.6. Leveraged salesLeveraged sales
7.7. Repeat purchaseRepeat purchase
8.8. UsabilityUsability



1.1. Simple, Compelling Simple, Compelling 
Value PropositionValue Proposition

““Bring unmanageable server sprawl under control by Bring unmanageable server sprawl under control by 
using virtualization to run multiple workloads on using virtualization to run multiple workloads on 
fewer servers.fewer servers.”” –– VVMwareMware

““Access any application with the fastest performance, Access any application with the fastest performance, 
highest security, and lowest cost.highest security, and lowest cost.”” –– CitrixCitrix

““Meet the growing customer demand for messaging. Meet the growing customer demand for messaging. 
Microsoft Exchange Server 2007 offers advanced Microsoft Exchange Server 2007 offers advanced 
protection, anywhere access and increased protection, anywhere access and increased 
operational efficiency.operational efficiency.””--MicrosoftMicrosoft

Test: do you have a compelling, one sentence value prop?



2.2. Attractive Margins and Attractive Margins and 
IncentivesIncentives

> 30% discount off street price> 30% discount off street price
55--10 % of annual support contract10 % of annual support contract
55--10% for 10% for ““deal registrationdeal registration””
> 2% Marketing Distribution Funds> 2% Marketing Distribution Funds

Test: do you offer good margins for the channel?



3.3. Product Packaging SimplicityProduct Packaging Simplicity

Test: can a sales rep prepare a quote in < 3 minutes?



4.4. Short Sales CycleShort Sales Cycle

24 hour demo box 
delivery
30-day trial with 
fast setup
98% conversion 
rate to purchase 
order

Test: does it take less than 90-days to PO?



5.5. Killer DemoKiller Demo

Test: can a sales rep wow a prospect in < 15 mins?



6.6. Leveraged SalesLeveraged Sales

Allow your channel to make money on:Allow your channel to make money on:
Planning, Designing, ArchitectingPlanning, Designing, Architecting
ImplementationImplementation
Technical SupportTechnical Support
Customer educationCustomer education



6.6. Leveraged SalesLeveraged Sales

Test:  Do you leverage $1-3 of other products for $1 of yours?



7.7. Repeat PurchaseRepeat Purchase

Ways to generate repeat business:Ways to generate repeat business:

Renew Renew –– support & maintenancesupport & maintenance
UpsellUpsell –– more licenses of same productmore licenses of same product
Cross sell Cross sell –– other products/servicesother products/services

“Land and Expand”



7.7. Repeat PurchaseRepeat Purchase



7.7. Repeat PurchaseRepeat Purchase

Create a modular product structure:Create a modular product structure:
Identify the triggers for buying moreIdentify the triggers for buying more
Quantity addQuantity add--on option on option ---- more seats, more seats, 
licenses, appliances, subscriptions, etc.licenses, appliances, subscriptions, etc.
Modules Modules –– adjacent useadjacent use--casescases

Test: Do you create a reason for rep to sell again
to installed accounts in <6 months?



8.8. UsabilityUsability

Intuitive UI drives down support callsIntuitive UI drives down support calls
Rich logging/error reporting enables Rich logging/error reporting enables 
oneone--call resolutioncall resolution
Metrics for install, setup, and usageMetrics for install, setup, and usage

More Margin!More Margin!



8.8. Usability Usability 

Test: Do you have a goal to drive down the number 
of cases per mo (e.g. 2 per mo per partner)?



CRN Magazine CRN Magazine ““2006 Channel Champions2006 Channel Champions””**

* Survey of 1,400 solution (hardware/software/service) providers



Summary of TestsSummary of Tests

1. Compelling, one sentence value prop?
2. Good margins for the channel?
3. Sales rep can prepare a quote in < 5 minutes?
4. Does it take less than 90-days to PO?
5. Can a sales rep wow a prospect in < 15 mins?
6. Leverage $1-3 of other products for $1 of yours? 
7. Do you create a reason for rep to call again?
8. Do you have a goal to drive down support cases?



ResourcesResources

MultiMulti--channel Strategieschannel Strategies
Philip Philip KotlerKotler –– Marketing ManagementMarketing Management
CRN Channel ChampionsCRN Channel Champions
2006 VAR Business 5002006 VAR Business 500
Peter Peter CohanCohan’’ss DemoGuruDemoGuru’’ss



Thank you!Thank you!
Sridhar RamanathanSridhar Ramanathan

(925) 371(925) 371--84008400
sridhar@pacificasridhar@pacifica--group.comgroup.com


