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Mark Williams

Over 20 years of operational
experience helping large
and small companies
generate greater revenue
through direct and indirect
channels.
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Mark Williams has the unique
experience of leading teams on the
sales as well as strategic marketing
side of organizations.

Throughout his career, Mark has
been responsible for developing
channel strategies, defining channel
programs as well as leading sales
teams to drive revenue.

¥ BakBone

Before his involvement with IPED, Mark was Vice President
of Americas Sales at BakBone Software responsible for all
revenue from the Americas.

Prior to BakBone, Mark was Vice President of Global Field
Operations and Vice President of Marketing at Vignette
responsible for developing direct and indirect channel
sales strategies, programs and operational management
across all major geographies plus management of
corporate, field and partner marketing.

Mark also spent 11 years at IBM where he was the
Director of Partner Marketing responsible for managing
the global go- to-market strategies for all software brands
which included developing channel readiness, partner
recruitment, partner enablement, and channel marketing
programs.

Mark earned a BA in Computer Science from The
University of Texas at Austin and spent his early career as
a software developer and development project manager.
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Channel Census Overview

North American
SP Population

Objectives
» Broad overview of the demographics of the N. American
solution provider community
» Analysis of emerging solution provider business models ﬁﬁﬁ /0
Y ging P ﬁﬁﬁ ﬁﬁl@ Total SP Organizations
» Key insights into growth strategies, barriers and support -
ﬁ% 1.5 million
' individuals ;
ChannelBase

expectations of each major partner type
ﬁﬁﬁ ﬁfﬁl@ 150,000
. Solution Provider

» Critical benchmark against which to measure channel
Organizations

breadth and profile

Methodology
» 435 completed responses
» Data represents full-year data in most cases; in others " dICRN
(where noted) represents “last 12 months” Channel it G
Intelligence s
» Data cleansed and normalized for outliers; data represents ‘ Council oA AL
o & -
Nig

medians unless otherwise noted
» Selected partner interviews to clarify responses

> f‘v Indicates year-over-year change or +/- 5%
ChannelMasters’
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The Average Respondent is a $4m MSP/VAR/Consultant Who Addresses SMB Customers

2018 Annual Revenues Sales by Customer Type - All Primary and Secondary Business Model

5500 M + 6% Consumer M Small ®Medium ™ Large

$100 - $499.9M 6%
Managed
Service Provider
. 0 Median = 34%
S50 - $99.9M 5% $3 9M Value Added
° Reseller
26%

$20 - $49.9M Digital Marketing
Agency 1%

Retailer/E-Tailer
1%
$10 - $19.9M Direct Market Reseller 2%

Service Provider Agent 2%

Hosting Services Provider 3%

$5-$9.9M
Custom Systems Builder 3%
Estimated rate of growth for Application Developer 3%
UPTO $4.9M 57% total revenues 2018 to 2019 Systems Integrator 9%

16.0%
0% 20%  40%  60%

Q: What were your company’s annual 2018 revenues? (n=435)
Q: What do you expect to be your company’s percentage of topline revenue growth in 2019 over 2018 (as projected in your current business plan) (n=435)

Q: What percentage of your revenue is sold to each of these profiles of business customer? (n=435)
| P E D CO nsu |t|n g Q: Which of the following best describes your current primary business model (that which contributed the highest percentage of your 2018 revenues)? (n=435) C ha n nel Masters’
© 2019 IPED — The Channel Company Q: Which of the following best describes your current secondary business model (that which contributed the highest percentage of your 2018 revenues)? (n=435)




Overall Solution Provider Segmentation: Size is not a proxy for value in a services-led ecosystem

FH =5
[EEERR NN EEE E;E
HH [ HFH =
Small Regional Medium Regional/National Large National/Global
Local IT generalist or Established SMB integrators Diverse enterprise solution providers
specialized services firms with expanding service portfolios promoting business outcomes
% of Total N. American
- : 67% 27% 6%
Solution Providers
Annual Revenues <S10m $10-499m S500m+
Primary & Secondary 1. MSP (no longer VAR) 1. VAR 1. VAR
Business Models 2. Consultant 2. MSP (nolonger SI) 2. MSP
Mix of Revenues by Consumer Consumer Consumer
Customer Type Enterprise
. Enterprise
Enterprise Small Small Small
Mid-Market Mid-Market Mid-Market

Q: What were your company’s annual 2018 revenues? (n=435)
| PED C onsu |t|n Q: Which of the following best describes your current primary business model (that which contributed the highest percentage of your 2018 revenues)? (N-435) .
© 2019 IPED — The Channel Compa% Q: Which of the following best describes your current secondary business model (that which contributed the highest percentage of your 2018 revenues)? (N=435) ChannelMasters 5




The “Solution Provider” Evolves:

IPED" Consulting
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Represents the
aspirational capabilities
of partners 3 - 5 years
into the future

Captures the ability of the
partner to be the trusted
advisor to the customer

Represents cloud brokerage
capabilities around laas,
Paas, Saa$s, and other
managed services

“Strategic Service Provider”

Solution
Provider

L

VAR

Reseller

Strategic Service
Provider

The term does not replace ISV, DMR,
Consultant, Sl or other business models.
It is targeted at the VAR heritage
solution provider.

ChannelMasters’



The “Solution Provider” Evolves: “Strategic Service Provider”

~N
20% Strategic Service Provider Profile
of total
lation
populatio N | o
== Product
Mix
Project
Services Traditional
578 Products oo
IT Integration
5 IT Design
000 IT Budgeting
Strategic Services Recurring
Value Mix Revenue
Services

Services .
Strategic

Engagement

#9 # 2 S

Product Mix Services Mix Strategic Value

IPED" Consulting ChannelMasters 7
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Four Biggest Research Takeaways

IPED" Consulting
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» MSP Business Model Reaches a Tipping Point

Now 50% of the solution provider community, the MSP business model drives higher profits and
differentiated services. Managing hybrid and multi- cloud environments is now the standard, but

requires a different kind of channel support.

» Digital Transformation Projects & Business Outcome Selling Gain Momentum

Selling business value solutions now requires hybrid IT skills, while 20% of solution providers have
now successfully completed a digital transformation project.

» Technology Investments Refocus on Network Design & Security Skills

Network design / management services continue to become more ubiquitous and act as the gateway
to an expanded view of customers’ edge-to-datacenter plans and services management needs

» Channel Programs Pivot to Give Equal Support to Services-Led Models

Program metrics & rewards should support velocity in recurrent revenue services; enablement,
performance metrics and rewards must change

ChannelMasters’



Four Biggest Research Takeaways

» MSP Business Model Reaches a Tipping Point

Now 50% of the solution provider community, the MSP business model drives higher profits and
differentiated services. Managing hybrid and multi- cloud environments is now the standard, but

requires a different kind of channel support.

IPED" Consulting ChannelMasterss 9
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MSP Business Model Continues to Climb; Eclipses VAR Role for the First Time

Primary Business Models
34%

2019 CENSUS 2018 CENSUS m 2016 CENSUS

(o)
26%  34% 24%  23%
28%
&
. -

VAR (VALUE ADDED CONSULTANT SYSTEMS INTEGRATOR  CUSTOM SYSTEMS BUILDEF MANAGED SERVICE
RESELLER) PROVIDER/HOSTER

Secondary Business Models

23%
26%
= 16%
20% 190, WP 20% 20% ¢ 14%
14%
12% 59
3% C
all

VAR (VALUE ADDED CONSULTANT SYSTEMS INTEGRATOR ~ CUSTOM SYSTEMS BUILDER ~ MANAGED SERVICE
RESELLER) PROVIDER/HOSTER

Q: Which of the following best describes your current primary business model (that which contributed the highest percentage of your 2018 revenues)? (N-435)

IPED  Consultin g Q: Which of the following best describes your current secondary business model (that which contributed the highest percentage of your 2018 revenues)? (N-435) ChannelMasters’
© 2019 IPED — The Channel Company




Services is Now Nearly 2/3 of Overall Revenues

Overall Revenue Mix

40% Services Total Services Total Services Total Services Total
Project Based Services 48% 55% 61% 65%
35%
On Premise Hardware
30%
25%
On Premise Software
20%
15%
o)
Managed Services 10%
5%
Cloud Services
0%

2013 2016 2018 2019

IPED" Consultin g Q: What was your estimated mix of revenue in 2018, among the following major product/service categories? (n=532 Mean Data) ChannelMasters’ 11
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MSP Models Vary Widely
Primary revenue coming from partners managing customers assets (only)

MSP Revenues Mix — by Delivery Model

[ ————— — — — — — — — — — — — — — —————

| e

|
| Plans to grow | =
| managed or recurring | [T
| X N—’
| revenues services | RESALE PARTNER PARTNER
| | MANAGED ONLY OWNED & MANAGED
|

|
|
| No |

|
|
l - 29y 41 30%
: | of revenues of revenues of revenues

|
|

|
|
! | o= ﬁ
| | A =0
| | EHEHEH — ==
| | EHig{EH =
L .

N
ARG!
ossW S
GR\N\IESW‘ENT

Q: Thinking specifically about your Managed Services business in 2018, what % of your total managed services revenue came from each of the

IPED" Consulti ng following service delivery models? (N=216)  *Asked of MSPs only ChannelMasters’ 12
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Four Biggest Research Takeaways

» Digital Transformation Projects & Business Outcome Selling Gain Momentum

Selling business value solutions now requires hybrid IT skills, while 20% of solution providers have
now successfully completed a digital transformation project.

IPED" Consulting ChannelMasters” 13
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Selling Business-Designed Solutions Aligned to Customer Shift in IT Expectations

Customer Engagements by Type of Strategic Guidance

26% 27% 19% 27%

Fulfillment All-IT Solution Business §9Iut|on Sold to AII-Bus!ness
IT Decision Makers Solution

Focus: Focus: Focus: Focus:

» Fulfilling pre-existing » Solving an IT problem, » Products and services » Solutions designed to solve a
customer demand for IT designed for and sold to designed to solve a specific specific existing problem or
products and services, IT decision makers business problem; primary automate a new business
either with established or . . decision makeris an IT process; designed for and

» Example: integrating ) ) O )
new customers o executive. primary decision maker is LOB
additional server,

» Example: procuring storage, networking » Example: design of a UC » Example: implementing a
additional laptops for a capacity system for enhanced marketing automation system
Daas solution sales/mktg. collaboration

| P E D CO nsu |t| ng Q: In what percentage of your total number of customer engagements for 2018 have you offered the following types of strategic guidance to your customers? (435) - mean data C h ann e| M a Ste rs 14
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Digital transformation is Not Just a Buzz-Word; Partners are Engaging in Deals

Degree of Digital Transformation Implementation

Industrial loT
2019 . 2018 Edge Device & loT Platforms

Digital Ready Infrastructure

32%
29%

Business Process & Customer Experience

DIGITAL
TRANSFORMATION

¥

17%

13%
11%
Don't see Customers not asking  Having customer Evaluating customer Have at least one Completed
demand yet for guidance conversations only needs & building skills deal done multiple deals
- A i\ J
' | Y : Y
“The market is too early” “We’re evaluating our skills and “We're doing deals and
our customers’ needs/interests” looking for repeatability!”

IPED  Consu |t|ng Q: To what degree has your company designed and/or implemented a digital transformation solution in the last 12 months? (N-414) ChannelMasters’ 15
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Digital Transformation Activity — Customer Verticals & Use Cases
From those who’ve completed one or more deals ...

“Paperless communication
between a volunteer

Vertical Success “Global distribution of live

video streams for major
sports events.”

“Manufacturing of metal
parts with built in

Manufacturing b :
counterfeit prevention.”

Retail

Biotech
Pharmaceuticals

ambulance service
and local hospital.”

Transport/Logistics

e “Automated “Fleet
Distribution .
fessional i education records management
Professional Services . . collection at mobile
K12 Education “Onboard metropolitan commuter rail and state-level.” application.”

Construction/Building subway systems.”

Media/Entertainment
Energy/Utilities
Hospitality/Travel “Simplify lighting and
heating in office building
and provide construction

3D mapping.”

“loT-based solution
Agriculture

for real time feedback
for shoppers.”

Insurance
Wholesale Distribution

. . Q: To what degree has your company designed and/or implemented a digital transformation solution in the last 12 months?
IPED Consulting g y pany aesig P 9 f

© 2019 IPED — The Channel Company Please describe the solution you offered? Please describe the customer use-case. ChannelMasters




Four Biggest Research Takeaways

» Technology Investments Refocus on Network Design & Security Skills

Network design / management services continue to become more ubiquitous and act as the gateway
to an expanded view of customers’ edge-to-datacenter plans and services management needs

IPED" Consulting ChannelMasters 17
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Network Design, Security and Business Intelligence Are Key 2019 Investments

Products/solutions in 2018 generating > 10% of revenues

| 2019 |
: nvestmen
2019 2019 2019 ;
nvestmen nvestmen nvestmen :
1
1
i Business
I [ .
. intelligence or
Network design Security services Disaster recovery/business Systems or network Network performance : an aI ti cs
continuity management services management : y
. software or
i services
1
1

19%
2019

nvestmen

Storage — storage design and Server capacity planning and  Virtualization services Datacenter infrastructure  Application integration /
implementation implementation (server, desktop, design and management middleware
networking)

IPED Consu |t|ng Q: In which of these product or solution categories will your company generate at least 10% of its annual revenues in 20182 (N - 426) ChannelMasters’ 18
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Solution Providers Continued to Make Strategic Investments in Staffing and Certifications to
Support Hybrid IT and Managed Services Capabilities

Top Strategic Investments for 2018

Technical staffing 62%

Marketing expense

Staff training and
certifications

Sale staffing

Microsoft GERTIFIED
Azure W=
CCNA CERTIFIED
S
fa, [
Security+
N>

IPED Consu |t|ng Q: Which of these business expenses represent an area of strategic investment for your company in 2018 (over 2017)? (n=435) ChannelMasters’ 19

© 2019 IPED — The Channel Company

Sales expense and tools
(demo gear)




Technical Staffing and Training Considerations Span Both Customer-Facing and Back-office Roles
More Difficult for Smaller MSPs to Balance Resources Across the Two

= =
5‘@ B =
HH [ = Eg%

Small Regional Medium Regional/National Large National/Global
Sales Staff 2 20 500
Technical Staff
e o 4 20 250

ustomer Facing)

Technical Staff
(NOC/SOC Mgmt.) > 11 150
Marketing Staff 1 4 50

IPED" Consulting ChannelMasters 20
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Vendors Helping Offset Partner SG&A Expenses in Training, Demo Gear and Marketing Most Frequently

Cost Offsets or Reimbursement by Vendors

Technical training 62%
Demo gear or equipment for labs
Customer events

Marketing or demand generation activities
Sales training

Staff recruitment

Automation systems

Building service delivery processes,
methodologies or tools

IPED" Consu Iting Q: What operating or capital expense did you incur in 2018 where your IT vendors provided the greatest cost-offset or reimbursement? (rank) ChannelMasters’ 21
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Four Biggest Research Takeaways

» Channel Programs Pivot to Give Equal Support to Services-Led Models

Program metrics & rewards should support velocity in recurrent revenue services; enablement,
performance metrics and rewards must change

IPED" Consulting ChannelMasters 22
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Solution Providers Growth Plans Continue to Focus on Growth in
Recurring Revenue Model and Building Their Own Services

1. Increase our recurring revenue

Topline 1. New market or vertical expansion - s L1:
. services Profitability
Revenue 2. Better branding and market . . .
h visibility 2. Optimize technical and service Growth
Growt staff utilization

1. Obtain new technical certs /

. : L Technical
Recurring [JE® E);Fr):fg(lji :ur own managed services specializations Skill
Revenue o ract . 2. Hire new tech. talent with the !

Growth . Focus on attracting new customers N Y Growth

Q: What are your top plans for 2018 as it relates to the growth of your company’s profitability? (n=532)
Q: What are your top plans for 2019 as it relates to the growth of your managed services or hosting revenues? (N-216) *Asked of MSPs only
Q: What are you top plans for 2019 as it relates to the growth of your technical capabilities? (N-532)

IPED" Consulting ChannelMasters” 23
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You Must Understand How Important You Are to THEIR Business!

# OF VENDOR LINES % OF TOTAL REVENUES
DEFINITION

2014 2016 2018 2019 2014 2016 2018 2019

Generating a significant amount of
STRATEGIC revenue, highly involved with them at 3 4 5
the sales, marketing and technical levels

49% 50% 50% 46%

Generate a significant amount of
revenue with these vendors; product

TACTICAL . . 3 5 5 27% 26% 28% 28%
alternatives exist and we are not
strategically invested in these lines
Infrequent and small purchases,
OPPORTUNISTIC reactive based on our customers’ 5 5 9 24% 25% 22% 25%

demands

Q: For each of the following categories of IT technology supplier
. . relationship types, please indicate the number of technology suppliers Q: For each of the same types of Supplier relationships, please estimate the percentage
IPED COI"ISU“:lﬂg your company was engaged with in 2018 (N-435) of your 2018 revenues each type of vendor relationship represented (N-435) ChannelMasters’ 24
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Biggest Strategic Vendor Obstacles All Relate to Services Success

L

Biggest obstacles

1. Subscription or consumption

, - Moderate obstacles basedipricing models
2. Ability to drive enough
1. Effective field engagement services revenue around
Lowest obstacles :
2. Too el oth.er authorized 3. Sufficient profitability
1. Channel conflict (direct/ indirect) solution providers provided through their
2. Rate of new product acquisition 3. Accessibility or affordability of incentive programs
and launch their training and cert. programs
y 3. Access to MDF for demand generation
J
II 4. Lack of support through their
y distributors

IPED" Consulti ng Q: What do you expect to be your biggest obstacles in working with your strategic vendors in 2019? (n=435) ChannelMasters’

© 2019 IPED — The Channel Company
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Partner Performance Metrics and Rewards Are Evolving Toward a Customer Success Model
Focused on Maximizing Recurring Revenues

TRADITIONAL METRICS - Products EMERGING METRICS - Services
v Total revenue v' Total or Annual contract value (TCV) -
total and partner-sourced
v" New customers (Deal Reg.) _ P
. v Multi-year contracts
v’ Services attach (support contracts) _
_ v" How many users/devices under contract
v" Product sell-through mix _ _
o v Multiple services on the same contract
v" Breadth and depth of certifications _ _ o
v Expansion and adoption of service lines
Industry is v’ Rate of contract renewals
HERE

SELLING MODEL CONTINUUM NOW/FUTURE O
Big one-time deals/ projects Land, expand, adopt, renew with all
in new customers customers, in multi-year agreements

IPED" Consulting ChannelMasters 26
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But...Wait.. Some Interesting Channel Trends to be Aware of...

r : Public Cloud

Platform

Providers are
Application impacting the
development skills = channel
are becoming

increasingly
more important

ChannelMasters 27




Public Cloud Platform Providers Represent a Significant Partner Opportunity...

_m-
sisramazon
I webservices
Managing and
Billion Running Recommending
/Referring
Growth
/ Partner
Microsoft Crels
- Capabilities
Azure Building &
Applications Cloud Migration
(Com$n12e|§i;I2CIoE(Iilll3lu(:i:ess) Services are the Rese"ing
"\ 1J° Catalyst
0,
91% ) Google Cloud — -

Growth (Azure)

S4 Billion .

(including G Suite)
Implementing / Integrating
Double-Digit
Growth

. . . . . . . 5 (e
| PED COHSU |t| ng Q: How is your company engaging with these cloud platform providers today? (n=204)
© 2019 IPED — The Channel Company

ChannelMasters’
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How Many Solution Providers Have an Application Development Practice? Our Data Says....

Emerging Business Models: Definitions

p EMERGING BUSINESS MODELS

Still a small part of the community have
— an application development practice

¢ ~28% clai h licati
S— e — - o claim to have an application
— I development practice of some kind
SERVICE PROVIDER AGENT DIGITAL MARKETING AGENCY APPLICATION DEVELOPER CLOUD BROKER
() ~ 6 (y . .
o stated as their primary or secondary
Enhance customers’ creative and Majarity of revenues (>50%)
g strategic online user experience, come from the administration of H
Service Provider Agent b
h moblle applications strategy, bli . M U S I n eSS m Od e I

{ortrheiellerj stl\lll al;‘gned social media strategy, and A:.-v? T brlo:oT;V m(IS:e ::mvlslomng \(:nse:,:lser

""" ed"gm — ‘7"" approach to data gathering o er;m clnmmerc ¢ = additions/changes, access &

focused partners; aligns fanalytics. May also provide toreflect Increase ne security designations, license
with opportunistic sgll\ng TR TR S A for EF_'P‘IG!UO" skills; top compliance manzagement &

of T21/T2 Ia.aS provider D R ae Tt funetion for P2P teaming reporting via a central portal

afferings e amt i gmee e access, ongoing billing and central

omert Most have had an application development
G It 0 WIVeh of e foflwing dest deseribas josr eurvint primory basinass Moo [Hhot whih e tha highast parcantogeaf =533} Manes R praCtice for over 5 years (79%)

poan 016 a2
afyour 2016 revenvesf? =322l eone THECHANNELCO,

New market entrants (< 5 years) are not
LENGTH OF TIME WITH APPLICATION DEVELOPMENT PRACTICE THECHANNELCO.

necessarily new companies

® Less than 5 years CRN Average company age = 16 years

m 5 - 10 years SOLUTION Application Development practices within
PROVIDER the CRN Solution Provider 500

* 2014—32%

B More than 10 years 5 0 O
* 2017-43%

IPED" Consulting

© 2019 IPED — The Channel Company
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Vendors - Key Considerations

New Engagement Models

Subscription and/or
consumption based pricing is
now considered program
tablestakes; vendors must have
flexible service-delivery models
(resale, influence and sell-to)

IPED" Consulting

© 2019 IPED — The Channel Company

New Skills

Acknowledge partners’ existing
public cloud management
skills; focus enablement
efforts on building cloud
migration services & skills and
accelerating digital
transformation successes
through industry specialization

New Metrics

Partner performance metrics,
rewards and enablement must
be redefined to support a
recurring revenue services-led
model and support overall
customer lifecycle
management

ChannelMasters’
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Your Next Action Item

Your next action item
to do before we meet
at the kickoff workshop

Join us Monday June 3
LIVE Debrief Session
Prerequisite Material Modules 1 & 2

10am PST/1pmEST

v’ Bring your questions
v" Meet your fellow program
attendees

Zoom Meeting Invite
Sent from Lisa Sabourin

IPED" Consulting

© 2019 IPED — The Channel Company

ChannelMasters

Kickoff Workshop

Prerequisite Module 1 of 2

Partner Business Model Definitions, Cloud & Managed Services,
Financial Basics & Digital Transformation/loT

IPED" Consulting

IPED’ Consulting

THECHANNELCO.

ChannelMasters

Kickoff Workshop

Prerequisite Module 2 of 2

Partner Channel Census Data Review

THECHANNELCO.

ChannelMasters’

31



We look forward to seeing you at the kickoff workshop!

IPED" Consulting
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Questions? Please contact:

Lisa Sabourin

Director of Engagements

IPED Consulting | Research | Education
C (561)339-5517
Isabourin@thechannelco.com

ChannelMasters’
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