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“The question isn’t who is going to let me;
it's who is going to stop me.”

“No his mind is not for rent
To any god or government
Always hopeful, yet discontent

He knows changes aren't permanent
But change is...”
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“The purpose of
business is to
create and keep
a customer.”

- Management guru
Peter F. Drucker
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“Nothing
endures but
change.”

- Heraclitus



The World Has Changed

. Cost Structures Revised

- Risk Tolerances Diminished

- Operational Expectations
Increasingly High

. Control vs. Collaboration

- Limited to Ubiquitous
Computing

- Consumerization
Everywhere

- Virtualize Everything

- Cloud, Cloud & Cloud
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Changing Channel Dynamic

- Resellers and service providers are increasingly pushed into
a hybrid and dynamic “solution providers” role.

- Revenue and profits are climbing, but slowly.

- Channel legacy models and limitations are forcing
solution providers into a volume over value go-to-market

strategy
- Sales cycles are getting longer; pressuring volume model

- Change washing over the channel will result in a shrink in
population and redefining of value propositions
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Revenue Growth 2010-2013

Greater than 200% | 7 Average Growth Rates Climbing
= | s crowing
151 to 200%

" Faster than 100%

101 to 150% :

51 to 100%

26 to 50%

16 to 25%

11to 15%

6 to 10%

Less than 5%

0% 5% 10% 15% 20% 25% 30% 35% 40% 45%

W 2013 (est) m2012 m2011 2010
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Solution Provider Profitability 2010-2013

30%
25%
20%
15%

10%

0% I I I I II ---I --- mmw il

Operating ata Less than 5% 6 to 10% 11 to 20% 21to 30% 31 to 40% 41 to 50% 51 to 60% 61 to 70% 71 to 80% 81 to 100%
loss

H2010 m2011 w2012 w2013
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Product Profitability Trends
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Price: A Reflection of Business Model

Volume Value Value | Complex Multiple technologies, applications and systems, integrated

together in hosted, virtualized infrastructures and operated by
solution providers on behalf of their customers

Annuity Services delivered on a recurring revenue model, ensuring
predictable cash flow with the only variable being changes in
consumption

Automated | Systems that are highly automated, providing not just ease of
management, but high agility, flexibility and scalability; the net
result: increased productivity and reduced or contained costs

Volume | Commoditized | Sale of products with depleted value, highly consolidated feature
sets and little integration opportunity

Project Term contracts or fixed-fee services primarily for the
implementation of technology products (hardware and software)
Manual Products and services delivered on a self-serve or human-intensive

delivery; little automation beyond rudimentary scripts and wizards
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Lego Approach to Growth

Somewhat functional, Systemic, repeatable,
limited integration, extensible, high value
difficult to scale, low value and can blow up planets
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Changing Channel Complexity

High Complexity/Manual

| High Complexity/Automated

Systems Design
& Integration

' Professional

Applications
as a Service

)

Project Work

Hardware Sales &

Infrastructure
Deployment

Services

=)

Low Complexity/Automated

twenty one twelve group

Low Complexity/Manual

34oM Alinuuy



Average Rate of Growth

Channel Average: 11% to 15% Annually

$2,500,000

$2,000,000

$1,500,000

Profit
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Business Funding Sources

90%
80% A o
L]
Available Funds: > 5% of Gross Revenue

70%
60%
50%
40%
30%
20%
) I I I

Self-funded Bank line of credit Distribution lines  Private financing Personal Venture Grants and loans Credit cards Other

through cash flow of credit companies investments capital/private
equity

B Operations M Investment
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Growth: High vs. Low

$35,000,000

$30,000,000

$25,000,000

$20,000,000 0 . o o

5% buys significantly
$15,000,000 Mmore Insurance
$10,000,000
$5,000,000 I I I
. mmunmER ______ Illlll ——— IIIII — ] | III __-ll
Revenue Profit Revenue Profit Revenue Profit Revenue Profit
12.5% 25% 50% 100%

W Start MYearl MYear2 MYear3 MYear4 mYear5
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Planning for Growth

Should You Have
Growth Strategy?

81%

Do You Have
Growth Strategy?

53%
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Business Instruments Used by Solution Providers

100%
90%
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Year 2004

. Microsoft
Goto microsoft. com  Goto microsoft.org Gota microsoft.gov  Gota microsoft.glob

Eack -» http2://games. microsoft. glob/hotgames2002. grasp

H =51 “ Mote: The hottest online games on galasynet!

JJ Addr: | hitpZ2://home. microzaft. glob/welcome. grasp

Windows 2002 Now Available Everywhere!
Mare than 12 000 retailers in 40 countries now offer v|

3

| | [
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Guess What Most People Picked

Water Closet

Loo EVERYONE
John POOPS

Porcelain Goddess By Taro Gomi

Her Majesty’s
Throne

Crapper
Latrine
Head
Lavatory
Latrine

Plain Ole Toilet

. No technology or innovation created in the last
40 years have surpassed the imperative value
of technology that’s more than a century old.
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Vent through roof
1

Toilet TVSHTZE’: tied together
vent 127 above spill point of
L highest fixture

S-way diverter
valve>_ |
Fipe to -
{' R = v H]
garden ; | A ,'wayg alvert greywater

Swing check or £ ' downstream from vente
backwater Val've X -No-hub connector

To 53;:71:1:: or Sewer
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What Do Customers Want?
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What Do Customers Want?
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Creating Valuable & Profitable Solutions

High Value Services: Cloud

& Managed

Complementary
Products (HW/SW)

* No single product can sustain a
business

Services: Su"‘bbort W *  Value and profit comes
from the aggregation

& Maintenance
of complementary products
and services
e Aggregation is the process
of building systems that
generate more value/ROI than
the individual parts

Vendor/Technology
Product Family
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Sex Appeal Only
Gets You So Far

* Goal Setting
* Business Planning
* Focus & Expertise
* Investment
* Risk Acceptance
* Execution, Governance
& Accountability
e Evaluation & Adjustments
* Repeat, Repeat, Repeat
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n the long nistory oj:

numanking. (ona animel kine,
too) those who learned. to
collaporate and. Improvise h
effectively have prevailed.”
- Charles Darwin



Between the Wheels,
Grace Under Pressure
Neil Peart, 1984
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Larry Walsh
Imwalsh@the2112group.com

Twitter/Facebook:
@Imwalsh2112
@Channelnomics
@the2112group



