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H SPECIAL REPORT

become larger national players. To
be different in this competitive mar-
ketplace, a robust company strategy
with the right ingredients becomes
crucial for partners of all types.

One might argue that there is not a
single ‘One Size Fits All’ formula, but
there are a few steps that can broadly
be applied to all.

Based on a series of discussions,
interactions, and knowledge shar-
ing sessions with solution providers
across the country, ChannelWorld
lists seven steps (in no particular
order of priority or importance) to
emerge as a successful solution pro-
vider. Of course, there may be more
secrets to success, but these are some
time tested ones that have a proven
track record.

MONEY MATTERS

It is a never ending quest by solution
providers to raise capital to grow
their business, apart from managing
cash flow in their day to day opera-

tions. IPOs (initial public offerings)
by service providers like Paradyne
InfoTech, Allied Digital, Omnitech
Infoslutions, to name a few in past
decade, have helped these companies
catapult to new heights.

And others are contemplating
about it, though are yet to bite the
bullet. Ashtech Infotech thinks that
IPO seems a little away for them at
this stage. “The pre-IPO preparation
stage takes approximately two years
and we have not begun journey in
that direction,” says B Shankar, Di-
rector, Ashtech Infotech.

Others seem to think that private
equity may be a good route for solu-
tion providers. “However, such inves-
tors are not willing to invest in thin
margin business of a typical solution
provider who has a bouquet of VAR,
systems integration and services
offerings. They desire numbers of
assured annuity business which can
be delivered by a large service pro-
vider,” says a Mumbai-based systems

integrator on condition of anonymity.
It’s a catch 22 situation as one first
needs large capital to update the fa-
cilities and service offerings, he says.

Private equity is a thought, but
plans need to be perfected before we
approach any investors, comments
Shankar. The challenges for channel
partners today in terms of raising
capital is the current size and the
expected size. Especially with the
commoditization of IT, it is areas
like profitability that most investors
look for, he adds. However, every-
one agrees that raising capital is an
important step in fulfilling the long-
term growth dreams.

EYE ON BOTTOMLINE

The challenges for channel partners
in today’s times with commoditiza-
tion of IT are evident. The network-
ing, systems integration and the likes
are more of fulfillment orders rather
than ones that provide good margins,
say most of the channel community.

‘Anybody Looking for Fast Growth Should Opt for Equity Dilution’
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If one really looks into the model of
vl Margin Matters: Services is the Future
architect the solution for the cus-

tomer and provide technology from
the technology provider.

Nitin Shah, Chairman and Manag-
ing Director of Mumbai-based Allied
Digital, says, “It is not their product,
but it is integration and implementa-
tion. The dominant or tangible part
of the project is hardware or product
supply with limited margins.”

Better margins come from value
add business like value added servic-
es, managed services, life cycle man-
agement of the technology, profes-
sional services, etc. These are areas
where system integrators can make
good money over a longer period of
time with a customer, says Shah.

Kalyx Infotech is concentrating on
high margin business through HP’s
help on virtual desktop infrastruc-
ture (VDI) and thin computing solu-
tions. “As the market reality is cloud
and consolidation, thin computing is
the way to go for us to diffentiate in
the market and increase bottomline,”
says Vasant Vartak, Managing Direc-
tor, Kalyx Infotech.

JOINING HANDS
Quantum jump in growth is a tough
goal, especially when your company
is not very small. Several systems in-
tegrators in the country are now go-
ing through this phase. While a few
of them confine themselves to slow
growth, others look for new ways
to sustain the growth rate that they
have been witnessing so far.

Thus, collaboration within the
channel community is becoming
widespread. Tier two systems
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integrators are now looking at join-
ing hands with their peers (from oth-
er regions or having a different skill
set) for better business prospects.

Such partnerships bring about
immediate returns for most of the
partners as it helps increase their
reach to more regions and untouched
territories. Another major reason
why companies are looking at part-
nerships is to diversify into new
technologies and thus to new mar-
kets. Instead of developing their own
skill-sets in a new technology, which
can be quite expensive, systems inte-
grators believe that partnering with
peers who already have the expertise
in that area would make more sense.

This approach also results in a
sudden increase in the number of
customers, which would not have
been possible otherwise through tra-
ditional methods. Besides, partners
do not have to make huge initial in-
vestments in attracting and training
more employees.

However, such partnerships need
not always be successful, say few
systems integrators. As a result,
partners have to be extremely care-

ful while deciding who to tie the
knot with. If there is a conflicting
interest between the two companies,
a systems integrator would be falling
on his own sword by getting into a
joint venture.

It has been experienced that as-
sociating with a company that has a
completely different portfolio is not a
great idea. At the same time, if initi-
ated and executed appropriately, col-
laborations can bring in instant and
multi-fold growth for partners. More
importantly, collaboration seems the
only way a tier two systems integra-
tor can compete with larger systems
integrators in the country.

EXPANDING FOOTPRINT

It is a logical practice for a systems
integrator to add branch offices to
target new geographies and hence
net new enterprise customers. The
recession however seems to have
taken a toll on plans of many solu-
tion providers. Lauren Information
Technologies had a branch at Baroda
but opened a branch in Ahmedabad
a year back. “The rationale was to
target large customers in and around

Ahmedabad,” says Shailesh Mallya,
AVDP, Marketing & Communications,
Lauren Information Technologies.

For Mumbai headquartered Dy-
nacons Systems and Solutions, geo-
graphical expansion is key to success
for a solution provider. The orga-
nization has been steadily growing
branches across Goa, Delhi, Banga-
lore, Chennai, Hyderabad, Ahmeda-
bad, and Pune.

Dharmesh Anjaria, its Director
says, “The strategy is to provide
service support to existing clients in
new locations. Then gradually, ap-
point marketing people to add new
customer accounts.”

Manageability of multiple loca-
tions is not a big challenge as the
branch team has regular meetings
with customers. “The biggest chal-
lenge is in getting the right people to
hold the fort and generate business
for us,” says Mallya.

Dynacons team is identifying ma-
jor zones around major metros which
can be addressed from a branch
location at that city. The company
has service engineers across 65 loca-
tions which address their customers

‘We Virtualized our Production Environment’
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at places where offices are not there.
Recently, the company is consoli-

R company | Spreading Wings:
ti P ti = =
it from Murmbai itself. Opening too Difficult, but Fruitful

many branches becomes a manage-
ability issue, says Anjaria.

THE HUMAN LINK

Stagnancy and employee retention
seem to have very close connection.
A company that is not able to retain
its talent pool would definitely face
a slower and tougher growth path.
Thus, HR management is one of the
most important factors that decide
the growth of a company.

A successful HR strategy would
consider all the aspects including
attraction of talent, its retention, as
well as the development of quality Managing
manpower. Only a company with Director, Micro Clinic
sufficient and competent manpower
would be able to take up larger and
challenging projects (that provide
better margins) and hence to move to
the next level.

Unfortunately, employee retention
contunues to be a tough nut to crack,
despite repeated efforts of compa-
nies. This, opine partners, is the root
cause for the staggered growth of
many companies.

Low retention rates are followed
by unfruitful investments and fur-
ther spending in acquiring a new
set of people. Systems integrators
also end up frittering a lot of time
and energy on people who may or

may not stay back and work for the can’t be tackled easily. In fact, cer- environment, have proven to be im-
company. More than anything, high | tain issues still stand the test of time | portant in retaining talent.
attrition rates finally result in un- and remain unresolved. Though, At the same time, such strategies
happy customers with a potential there is no ‘one size fits all’ solution do not work wonders and are futile
loss of business. for all the HR issues, factors like beyond a point. That’s where the

On the other hand, HR challenges money, flexible and challenging work | significance of innovations comes in.
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Companies that think out of the box
have definitely seen the results and
have been able to maintain talent. A
simple example is initiative by Ban-
galore-based Kinfotech and its ‘stay
on bonus’ program for employees
who stay with the company for a con-
siderable time period. As market be-
comes increasingly competitive and
customer demands more from each
player, people management is vital in
deciding the fate of a company.

AT THE SHARP END

There are two ways of selling a tech-
nology. One is to wait till your cus-
tomer asks for it, whereas the other
one is to take the lead and knock on
his doors. While the former ensures
business, the returns are seldom ex-
tra ordinary. On the other hand, the
second approach may take a partner
organization to new heights, though
the risk involved is quite high.

A company’s growth may well
depend on which approach it takes.
There are many channel players
in the industry who have taken the
tough road with the hope of get-
ting better rewards. If not all, some
of them have definitely reaped the
benefits and have become leaders in
their space.

PLACING ALL EGGS IN ONE BASKET

There are many advantages of sell-
ing a technology at its early stage.
It allows you to be the ‘first’ to ap-
proach a customer and thus your
chances of bagging a deal with better
margins are better. Besides, it helps
you get into new markets and tar-
get a new set of customers, besides

PEOPLE MANAGEMENT

strengthening your relationship with
existing customers. If the technology
witnesses a rapid adoption, then the
partner can see immediate results in
both top line and bottomline. More
than the monetary benefits, this ap-
proach permits the partner to gradu-
ate to the next level and become

a serious player who can compete
with larger systems integrators in
the country on projects that require
cutting-edge technology.

At the same time, it’s not an easy
task for partners. They will have to
make substantial investments in the
initial stages to develop skill sets and
other resources to take the new tech-
nology to the market. At worst, if the
technology fails to pick up, all the in-
vestments would go down the drain,
which can have substantial impact on
the business.

Interestingly, many partners still
believe that it’s a risk that’s worth
taking. Being an early promoter of
a technology is a tough call, but it
often becomes the shortest or fastest
route to success.

ONE PONY TRICK

The aggressive approach adopted by
most technology vendors to expand
their partner base to gain market
share is nothing new. Most partners
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sell products of multiple vendors

(even multiple products of rival ven- Partnering for Prosperity:

dors in each technology domain) to . . -
emerge as complete solution provid- co-operatlon W|th competltlon
ers to their enterprise customers.

This approach looks fine but the
investment and management of
team size (sales/technical) across
domains and brands can be a tough
and more importantly costly invest-
ment for a solution partner. The
emerging technology landscape
means regular expenses on training
& certification from each vendor
throughout the year.

However, many partners prefer
to work with one dominant vendor
for most projects, though they have
alliances with other vendors. Such
partners emerge as a stronger official
voice of a vendor in front of a cus-
tomer due to their aggressive pitch CEO, Choice Solutions
for a particular vendor.

Working majorly with a single ven-
dor has pitfalls too as partner targets
in this case are generally based on
vendor’s approach and not on market
realities. But, working closely with
a dominant vendor yields its share
of fruits as the vendor rewards that
loyalty by passing on lucrative deals
and offers.

HORSES FOR COURSES

While all of these mantras may not be
applicable for all solution providers,
some of these will certainly be useful
for all. Solution providers will have to
pick and choose which ones are most
suited and best aligned to help them

achieve their goals. are making considerable investments knowledge to increase their business
In the context of Indian market, the in their IT infrastructure. The onus revenues. If they have some of these

recession has thinned out to a large ex- | lies on solution providers to leverage seven key ingredients in place, then

tent and Indian enterprises and SMBs their technical expertise and domain they can expect success to follow. ®
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