Big resultswith a tight budget

Direct sales coverage of a major account can easily cost $500,000. Channel coverage
could cost only 10% of that. With direct coverage you need ateam to be competitive.

Y our team could include a sales executive, an inside sales person and a system engineer.
With the right channel partner you can gain more people to cover the account, benefit
from the long-term relationship of the channel partner and the account, and provide the
customer with value-added solutions of the partner.

Direct sales coverage has many benefits. A direct team can better manage global
relationships with a global 1000 account than alocal channel partner. A direct salesteam
can patiently develop and execute a long-range plan with an account. A channel partner
tends to be more focused on immediate revenue. A direct team can lose money nurturing
a breakthrough product from beta to completion. Channel partners focus on proven
products with established market demand.

When budgets are tight, most corporations should increase the emphasis on channels, and
lower direct sales cost. Direct sales coverage should be reduced to the large global
accounts that produce a high-ROI for your channel investment.

Lessis more

The 80/20 rule applies in channel sales. Over time, a corporation may find that it has
grown to 5,000 resellers. It may discover that 1,000 resellers generate at least 80% of the
revenue. These resellers are most likely to be loyal to you as channel partners, better
trained, create demand for your products, and profitable for you.

It is tempting to leave the other 4,000 alone. Maybe they will sell something. If you
terminate them, you worry about legal problems. Y ou worry that they will go to the
competition. Y ou worry that you will not make revenue goals.

In fact, if you terminated the worst 10% of your partners every six months, your channel
profits would increase. Y ou may decide that you are legally obligated to offer expensive
training and marketing programs to all partners. Less partners lowers these costs. You
can give more attention to your best partners, if you are not wasting time trying to fix
your worst.

Good agreements with channel partners make it easy to weed out the worst. Contracts
include provisions for termination to training certification requirements are not meet.
Sales reporting compliance can be required. Y ou should have the right to terminate
without cause.

Y our worst partners often bid down the “street price”, removing incentive for your value-
added partners to develop new business.



Invest in training, mindshare and marketing programs with your best partners. It will
drive revenue. Lessis more.

Accelerate channel revenue with these channdl field tactics:

Strategy

Coverage

Mindshare

Partner relationship management
Marketing

Teaming

Money
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Strategy

Strategy is driven by several factors: customer’s needs, focusing on your strengths,
focusing on competitive weaknesses, and having the right mix of sales channels. Before
you do more recruiting, you need to determine your ideal sales coverage model. Only
then will you recruit the right partners and deploy the right programs.

Most technology

hardware products
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1 Direct sales
usually involves a
team from your

corporation of
account managers,
inside sales people
and customer support who directly work with your customers. They work closely with
your top global accounts, and provide a direct link to your corporation. Direct sales must
be used selectively since it is the most expensive approach. Large corporations often use
direct sales with the 100 largest global customers. Startup firms use direct sales as their
main channel as they partner with visionary customers to trandate their technology into
solutions.

Direct Sales




Value channels are the partners who integrate your products and services into the
complete solutions needed in their target market segments. They provide more complete
solutions than your firm, and at alower sales cost. Y our competitors fight with you for
the sales of these partners. Value partners are the best channel for products, which are
being adapted in specific market segments, but are not yet runaway best sellers.

Volume channels allow you to reach a broad global market at alow sales cost. Y ou need
hot products where you are generating the customer demand. VVolume partners tend to
efficiently met demand, and not create it. If you are premature in using volume channels,
you will erode profit margins and alienate value partners, without increasing sales.

Coverage

Market segmentation is akey to successful recruiting. Start by segmenting your market
by product, application, geography, etc. Determine the fewest partners that will cover
your forecasted channel revenue. Fewer partners means lower sales cost. Fewer partners
will provide for better profit margins for your partners, and develop their loyalty to you.
The following is a sample high-level segmentation of a network switch firm.
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Many firms spend too much

money on recruiting channel
partners. The “lessis more” approach may show that you do not need to spend a fortune
recruiting new partners. A modest investment in training and marketing with existing
partners will often generate business faster than a new partner. Why recruit an unknown
reseller with 500 salespeople, when only 100 of 1,000 salespersons of an existing reseller
are promoting your product?

Expensive recruiting marketing campaigns and events are often counter productive. A
potential partner should be targeted exclusively. They want to feel special. A persond
letter and executive one-to-one meeting is the way to approach the best potential partners.



Large strategic alies can open the doors to their partners, if they trust you and fedl that
they add value. When V eritas was devel oping channels, it went to the channel managers
of maor computer companies and asked about their best channel partners. It targeted the
best, with the help of strategic allies. No mass marketing was needed to build this
company with a market cap of over $10 billion.

Mindshare

If you are selling retail products, you have important tactics to gain “shelf space”. You
want to be seen by as many customers as possible. In this era of supply-chain integration,
zero-inventory in the channels, and services, “mindshare” is more important than shelf
Space.

Y our best channel partners have many suitors. They carry hundreds, if not thousands of
products. To get their focus on your products and services, show value partners how you
help them sell their highly profitable services. If you cannot, you need to rethink your
channel strategy. Show volume partners how they can make money selling in volume. If
you cannot, you do not want to have volume partners.

Training is akey to mindshare. The ideal training involves a mix of web-based mentored
learning, instructor-led seminars and ongoing collaboration. Certification programs for
technical people have been a mgor component of channel success for companies like
Cisco, Oracle, Microsoft and others. Y our certification training should be so effective
that trained people have higher billing rates and make more money. Sales training should
evangelize and have salespeople making presentations and dealing with sales case
studies.

Partner Relationship Management

Partner Relationship Management (PRM) is the strategies, processes and software
applications which allow companies to work closely with their channel partners, and get
detailed information about partner sales. With PRM you can tailor your relationship with
each partner, give them the tools to do more business and track the results. Use PRM to
distribute leads and track results. Use PRM to enable your partners to generate demand
and close more business. Use PRM to manage everything we are outlining in this paper.

Customer Relationship Management (CRM) is the strategies, processes and software
applications that allow all those who work with common customers to coordinate their
sales and support, develop a history of their customer relationship, and get detailed
information about customer sales and support. Ideally, your PRM integrates with your
partners CRM.

Y ou can leverage the Internet to get big channel results on atight budget. Leverage
comes from a separate website for channel partners. If you are alarger corporation, then
you are ready to take the next step and have tighter integration with your distributors and



key partners across private extranets with these partners. Increasingly, online configuring,
pricing and ordering will be tightly integrated across the two-tier supply chain.

A partner website isrich in tools, files, web-based learning, support and collaboration
between you and your partners. It includes al your brochures in digital form. It includes
dide presentations, proposal libraries, customer success stories and more. It packages
complete marketing programs in digital form so that your partners can spend their money
to promote your products and services. If you utilize marketing development funds
(MDF), then the entire program is streamlined and uses this site. Make it easy for
partners to configure, price and propose solutions that include your products and services.
Have a password protected separate website for your channel partners.

Ongoing support tailored to channel partnersis another key to success. Leverage the web
and collaboration between partners to empower them to solve many of their own
problems. Integrate el earning with mentors inside your company. Provide extensive
24x7 support. Provide for collaboration with and between partners that use various email
and instant messaging clients.

Channel Marketing

Y our partners protect and extend your brand. That is one reason that you choose partners
carefully. You are known by the company which you keep. Y our partner website should
make it easy for partners to implement your channel marketing programs and extend your
brand.

For example, Sun Microsystems wants to continue the high growth of its storage area
networks (SAN). It increased MDF on storage sales to create a special incentive to its
channels to focus on storage. It hosted brochures and slide presentations on its channel
website targeted at different audiences: executives, technical, service providers,
manufacturers, financia services, etc. Sun prepackaged marketing promotions for
channel partners including ordering of 4-color brochures with the partners name, digita
images for various sized ads, telemarketing scripts, approved direct marketing
organizations, customer seminars prepackaged, and more.

If you want to direct partner activity to specific market segments, do it with a carrot.
Provide added marketing funds. Provide easy to implement programs. Be ready to have
conference calls and plan team marketing that includes you, them and other strategic
alies. Leverage your funds with co-marketing from strategic allies and partner funds.

Use mgjor product launches to get added mindshare and to announce major channel
marketing initiatives.

Teaming

Teaming involves getting your direct sales organization to involve channel partnersin
sales and implementation. Where it works well, there is wonderful synergy. Where it



does not work, there is channel conflict. This conflict isamajor challenge of sales
executives.

It starts with strategy. Direct sales normally has a high payoff when focused on major
global accounts. When your sales people are paid on everything in aterritory, then your
travel and sales cost can be high. Channels are often the ideal way to cover middie-
market, small business, consumers, and international expansion.

Compensation-neutral is an effective way to reduce channel conflict. Pay direct sales
people for al business in their assigned accounts regardless of whether they took the
order, the order was placed electronically or through a partner. Y ou cannot afford to pay
expensive account executives to process routine orders. Do not pay direct sales for
generad territory business where you do not want them focused.

Do not worry about having
“zero” conflict. If you have
no conflict, you have left a
lot of money on the table
for your competition. The
ideaisto dominate

\ accounts and markets,
CUfmers using the most cost-
effective channel to insure
customer satisfaction.

ChannellPartners

StirategicAlliances

An example of teaming
would be a software
company that has exciting
wireless applications for
financial service firms. For their solution to be widely deployed, they need partners who
can integrate solutions with wireless switches, network integration, database integration
and enterprise software integration. The middie market is 100% managed by channel
partners. All leads in this market go to the partners.

50 large banks are directly handled by the software company. This alows them to get
close to leading customers, and tailor the applications to their needs. Initial sales would
not be profitable to the channels. For added sales when the wireless applications are
mature, direct sales people can bring solution integrators into these banks, and know they
will still receive 100% of their sales commission. There is teaming, not conflict.

M oney

Asin the movie, Jerry Maguire, the battle cry of channel partnersis“ Show me the
money!” Unless everyone is making money, your channel program is not working at its
best. Y ou could be making more money. Money is the feedback to reevaluate the strategy
and tactics discussed in this paper.



Y ou want to be a dominant platform for your partner’s profits. When you are, then you
have their loyalty. They will invest in added people to sell and support your product.
They will train them. They will implement your marketing programs. If mindshare,
marketing and sales are below plan, it may be because your direct sales is undercutting
your channels pricing. It could be that you have too many volume partners bidding done
the street price so that no partners can afford to generate demand for your product.

Partnerships look great in the beginning. Most do not get past the press release. With
some of your channels, you will need to discuss the fact that the relationship is not
working. With some, the best answer is to agree to terminate the agreement. Create a plan
that can be implemented, then implement.

Channels will be the most cost effective way to grow your business. Leverage their total
people, implement training and mindshare programs, make it easy for them to sell and
market your products and services. You will get big results on a tight budget.
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