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FOR YEARS, distributors have shifted
units, resellers have bought them in and
sold them on, whether they be boxes or
software licences, and they may have
wrapped managed services around
them. That was an obvious and
straightforward method. The cloud
situation has disrupted it because where
we used to have discrete boxes, we now
have solutions.

So how do you make the channel work
delivering solutions? Our focus has been on
Infrastructure-as-a-Service [IaaS] and working
around the concept of the IT environment with a
combination of compute, servers, network,
operating systems etc. We originally did a bit of
direct selling then we looked for channel partners.
We’ve been through most of the distributors in the
country and we’ve dealt with distribution in UK
and US and it’s an international problem. The
challenge is the same when it comes to the mindset
of the channel and the reward mechanism for sales
people.

With the mindset, partners are no longer selling
discrete boxes of things, they’re delivering
solutions, IT environments. It’s a more integrated
solutions based item being sold rather than a box of
something, so it’s complicated. We’ve had to spend
a lot of time working on distributors and VARs to
find the right kind of partner that will adapt their

business to suit that scenario.
That could mean pulling in a

broader range of skills or
somebody who knows a broader
range of technologies. They have
to go beyond the dumb unit
approach to looking at the
technology. We’ve had to do that a
lot with the IaaS business, to look
for managed service providers
that have a broader skills base
across a range of components that
go to make up a solution.

As for the reward mechanism, sales people live
for their commission from a sale where there’s a
once off payment upfront and it’s very easy to see
the cash coming into their account. Now, revenues
are annuity-based and the channel has to adapt
how it pays staff according to how it collects
revenues.

Configuration
Distributors and the channel generally are
configured for perpetual licence and once-off sales,
so in many cases, they’ve had to start up a new
sales group focused on renewals and the recurring
revenue commission model. This is because
existing sales people always go for the perpetual
licence sale because they get their money quicker.
It’s rare that you see people on the old model
transition to the new model.

The most successful partners that have adapted
have set up new sales teams, they haven’t moved
their existing sales people. Of course, not

everybody has moved to the cloud, there is still a
requirement to sell perpetual licences, but there
will be a tipping point when eventually the critical
mass of sales and clients will move to cloud.

Because of the nature of cloud, if you provide a
good reliable service to clients, they’re very sticky.
Revenues on it accumulate over time so the
annuity based model is quite lucrative from a
channel point of view. The good thing about the
new cloud model is that it functions like an
accumulator. You have to accumulate new
business but also to maintain existing relationships.
If salespeople hang around long enough, they can
end up with quite a significant commission based
on revenues earned in previous years. Winning
deals is key to any kind of business but with cloud
business you really need to be on your toes
regarding how you reward sales people and the
people supporting them.

We operate the platform that delivers the service
and hand it over as a turnkey offering to the
channel. There’s no capex [capital expenditure]
investment, no risk management, no credit checks.
We take all that pain away from them. The
economics of running the solution are probably
more attractive and when it comes to pricing it out,
it helps them to be competitive. Profitability can be
significantly higher doing it this way, we could be
talking 20+ points margin compared to single
points on traditional sales.

EAMON MOORE
Managing director, E-mit Solutions

As cloud offerings and
services mature, we
are definitely seeing a
change in channel
programmes with
regards to partners
and resellers. Many of
these services are not
as attractive to
channel partners due
to lower margins
compared
to traditional services.

Plus there’s always the worry of partners and
resellers being cut out of the deal when service
providers can sell directly to customers.

The channel needs to adapt. Resellers still want
to own the relationship with their customer but at
the same time there is no point in owning this
relationship for transactions such as licensing. The
true value in providing cloud services is around
industry vertical solutions, solutions that can
solve real business problems for users. Resellers
will need to take more of a consultative approach
along the lines of being a business analyst
and collaborate with vendors and distributors to
produce effective delivery models for these types
of services.

We have seen industry leaders such as Dell
embrace the channel once again and at E-mit we
work very closely with Dell and its distributors to
deliver bespoke solutions to our clients. Microsoft
has also invested further in the channel with recent
announcements around its cloud solution provider
[CSP] programme. 

CSP allows partners to own the complete
customer lifecycle through direct billing,
provisioning, management and support with the
ability to add further value through additional
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licences? What can be done to produce a model that
supports the interests of vendors, distributors and
resellers? Will the cloud age lead to significant changes to
the roles played by the different constituent members of
the channel ecosystem? Billy MacInnes investigates.
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solutions and services. Distributors will play a key
part in this model over the coming years and will
have to work even more closely with resellers,
which can only be a good thing for the channel
ecosystem.

At the end of the day, the ultimate aim of the
channel ecosystem is to gain more customers. In
this new world of selling cloud services it is
imperative vendors, distributors and resellers work
together to produce services, solutions and
associated delivery models that add real value to
customers and address their ever changing
business and technology requirements.

RICHARD O’BRIEN
Technical director, Triangle Computer Services

The most difficult
thing from a
traditional business
partner perspective is
that most cloud
vendors have a
publicly published
price list, so you have
a defined percentage
margin that increases
with the larger
volume of cloud you
sell. In the past,

vendors sold you the hardware, storage and
software, now they sell it as a service and expect
you to build a service on top of that.

We see the consulting process in front of
migration to cloud as an opportunity, along with
the ongoing management. Most vendors support
the partner staying between them and the
customer. The partner stays engaged because of its
local knowledge but has to find somewhere else to
get the margin. The base offering is very clearly
defined so there’s a lot less flexibility, which means
it’s in the partner’s interest to add and wrap
services around it. For example, there are a unique
set of requirements around DR [disaster recovery].
A vendor can come up with a generic solution but
it still needs local engagement with the customer
to deliver the full stack. 

Fairness in terms of arbitrating when dealing
with a cloud provider is important too. Recently, I
was at an event where a small customer asked
“What clout do I have with the provider?”. A
business partner has a consolidated view of
customers, so you have a bit more leverage,
especially if you know how easy it is to move your
customers between clouds. Partners can provide a
multi-cloud portfolio with the tools to help
customers move quickly.

Portals
Distributors are being proactive in this space in
offering portals and configuration tools. They’re
taking on a consolidating role with a one stop shop
to what a cloud solution might look like that covers
all the moving parts from a pricing perspective.

When it comes to managing cloud business,
some distributors have been quite proactive in
supporting partners.

They give you a drop down menu where you
can see four or five different providers, look at the
price per virtual machine, location, bandwidth and
it will give you a bottom line price. But it’s not about
the initial cloud footprint, it’s about growing that
and adding extra capacity and solutions. Some

vendors have specific processes they use to drive
business through once you have initial footprint in
place. The customer is quite mobile in this space,
so they’re trying to make their offering as sticky as
possible.

Each of the cloud vendors have their own way of
doing networking, their own management tools
and billing processes. It’s hard for business partners
to take on 10 vendors and deliver a quality service
across them all. You need to have a differentiator as
to why you would choose one over the other and
it’s not just price.

ANDY BROWN
UK and Ireland cloud sales leader, Tech Data

To successfully
compete in the cloud
services market,
every channel
organisation will need
to reinvent its
business models and
processes. At Tech
Data, we have
formulated our Tech
Data Cloud strategy to
provide a focal point
and platform for

partner education, enablement and support. We
are providing resellers with access to cloud
services and to the resources they need to
transform their businesses, so they can meet the
needs of customers that want to embrace cloud
services.

One of the most important pillars of our strategy
is StreamOne – our online aggregation and billing
platform-which makes it easy for resellers to
provision services, monitor usage and manage
customer invoicing. StreamOne provides a
common platform through which they can co-
ordinate all cloud services. Similarly, for vendors
and services providers, it offers a single route to
market and delivery mechanism.

Vendors are now starting to adapt their channel
programmes and drive cloud business. They are
providing more support and incentives for
partners to develop their skills around cloud
offerings and to switch the emphasis on sales to
subscription or consumption-based models. This
will accelerate adoption and migration.

The channel is adapting and embracing cloud
services, but we also need to remember that most
customers will continue to run a hybrid IT model
for the foreseeable future. Resellers will need to
provide and manage cloud services, but they’ll also
still need to continue providing systems
integration and support services to their
customers. Whether it’s conventional on-premise
solutions or cloud services, customers will still
need trusted partners.

MICHAEL CONWAY
Director, Renaissance

The part of the channel that is moving forward is
embracing managed services and the delivery of
managed security services. The main thing is that
it works for those who ‘get it’. Those who don’t will
be stuck with the old hardware and software
licensing model and they will fall behind or fall out.
They haven’t understood that people want a
channel partner to provide expertise.

One of the biggest
challenges is that the
channel is almost
becoming a two tier
society, between
those that get it and
those that don’t. You
can be small and get it
and deliver it.
Scalability is not such
an issue because you
don’t have to have the
resources to get into it.

Some larger, medium-sized organisations have
been slow to move.

With cloud-based portals now, you can manage
the whole customer estate. You can send them a
link, they can download the software and the
partner can look on the portal to see how many
were deployed, when and how they’re managed.
Partners can provide a proper managed service.
They don’t have to get in the car and drive around
the place.

Resellers are aggregating solutions, distributors
too. We also have security vendors starting to
aggregate solutions. Older vendors are probably
going to fall a little bit out of favour here because
they just have a single solution and they have to
integrate with everything else. The market is
changing, consolidating. There are point-based
vendors that don’t seem to have a strategy, they’re
just going to cloudify their existing solutions but
that’s not going to work.

Other vendors are delivering integrated
solutions or a suite of solutions so the reseller can
pick and choose or deliver a full blown service to
the customer. They have a single pane of glass type
of approach because they can look at their
customer base and identify who has what
deployed. If they need a little bit more or a little bit
less, they can manage it from the portal.

Expertise
Some distributors are looking at delivering a level
of integration around managed services and there
are some super service providers providing the
same type of services to small and medium
distributors/resellers. The reseller has a level of
technical expertise but it doesn’t have to be a very,
very high level. The reseller has to own the
relationship and manage that customer
relationship so it has to understand the challenges
and technologies for that business in overall terms.

Rather than have the technical capability to
understand the bits and bytes, resellers need to
have an understanding of the deployment, the
management and the reporting to get the flexibility
to provide real value add. To be able to say “I see
you have these challenges, here is the solution”.

Resellers can identify and manage the
technology that allows that to be done. It should be
delivered relatively vanilla so it’s straightforward.
Complexity builds barriers and builds challenges.

The customer needs to understand that a very
important aspect is the value add that is provided
by monitoring because it can identify the systems
that are protected, breaches that have taken place
and vulnerabilities that have not been addressed.
With live monitoring, the real value add is being
able to say what does what we’re seeing here
mean. That’s the skill. You could take your own
blood pressure but would you know what means
or what the implications are?  8
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