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RESOLVING CONFLICT BETWEEN SALES CHANNELS
AND THE INTERNET

CREATING A PROFITABLE CHANNEL MANAGEMENT STRATEGY IN THE INTERNET ECONOMY

"To survive and thrive in the

Internet economy,
manufacturers need to be
proactive, not vreactive, in
adopting e-commerce
strategies. In business-to-

business commerce, more than
70% of products and services
are sold through indirect sales
channels. For manufacturers
that sell primarily through
channel partners, this means
immediately  creating  and
executing a channel-inclusive e-
commerce strategy.

As channel partners provide
value-added services such as
global and vertical reach,
logistics, and customer service
and support, these critical
relationships need to be
nurtured, rather than
neglected, in the e-commerce
world. Manufacturers must
establish a cohesive and
effective approach to sell-side
e-commerce-an approach that
leverages and extends
traditional sales and
distribution channels to drive
top-line growth.

John Shenton - President
Global Millennia Marketing
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RESOLVING CONFLICT BETWEEN SALES CHANNELS
AND THE INTERNET

ESTABLISHING COLLABORATIVE E-COMMERCE

Today's manufacturers are facing one of the most difficult business challenges in modern history:
how to compete and succeed in the Internet economy. Traditional channels of sales and distribution are
being recast to take advantage of the Internet. For manufacturers that sell primarily through channel
partners, this implies new ways of utilizing channel assets.

But where do you start and what are the essential elements of a collaborative commerce solution?
Before embarking on an e-commerce strategy, manufacturers need to ask themselves a few important
questions.

= Where will the Internet be in three years and how are

we going to take advantage of it? B
"E-commerce should top the trillion dollar

» How are Internet business models influencing and ~ Mark early in 2003. But only a smal
percentage of organizations are taking

impacting traditional business models in our industry? advantage of the potential benefits of real

. . time, online customer care.
» Are our e-commerce and e-business efforts building

on our company's fundamental charter and core As the complexity of goods and services
strengths? increases, and the dollar value associated
with them rises, and people will naturally

: have more questions and problems that are
» How will the Internet and e-commerce help us grow casily resolved by static information and

revenue? FAQs. Collaborative e-commerce meets this
_ _ need and allows vendors to gain and retain
Setting up shop online can be full of obstacles, such as  customers."

the risk of alienating established distributors, resellers,
dealers, and other constituents.

Gartner Group estimates that over 90% of manufacturers do not sell their primary branded products
online.

The primary reason? Channel conflict: fear of the consequences of going into business against a
company's own selling partners. Many manufacturers or primary distributors establish a website that
simply helps customers gather product information and build a shopping list, which they can then take to
the nearest physical store. Ultimately, they fail to close the sale and have no visibility into whether these
customers actually purchased their products.’

Who wins through these stopgap e-commerce measures? Certainly not manufacturers or primary
distributors. They not only give up rights to a burgeoning new revenue stream, but also lose control
over, and insight into, the commerce activities within their own customer base.

e,
®»



COLLABORATIVE E-COMMERCE

What if manufacturers could provide customers with a unified and guided selling experience across
channel partners and inter-company divisions? Presenting a seamless selling experience to customers
while integrating the value-add of channel partners is vital in this electronic age. Customers could
access real-time product information including pricing and availability through channel partners-directly
from a manufacturer's web site.

And what if an e-commerce system could ensure that products were properly configured and orders
routed to the appropriate sales partner?

The manufacturer would remain intimately involved in the e-commerce activities of its channel
partners, while maintaining influence over the sales process and customer experience.

The question is not whether manufacturers should
utilize Internet sales channels, but how can they do so
in a profitable way without alienating their existing
distributors, resellers, dealers, and other constituents.

INTRODUCING GLOBAL COLLABORATIVE
PARTNER MARKETPLACES

Collaborative partner marketplaces coordinate the sale of products and solutions across multi-tiered
sales and distribution channels while providing a cohesive online experience for end-customers. In a
collaborative partner marketplace, inter-company competencies are combined and selectively activated
to fulfill customer needs.

"Collaborative commerce is a This online collaboration encourages the manufacturer's active

fod"“ Ofd e‘?us'”esf'thee rrrt‘OSt participation in all aspects of the customer's sales and marketing

grgigce orm. = =LAt experience, from shopping and product configuration to fulfilment and
feedback.

The benefits of this model include: providing an ideal customer experience; gaining an accurate
understanding of customer behaviour and preferences; and increasing visibility into channel activities
and performance.



RESOLVING CONFLICT BETWEEN SALES CHANNELS
AND THE INTERNET

FOCUS ON YOUR CUSTOMER

Customers are the heart of every business and thus should be at the centre of any e-commerce
strategy. John Shenton, an e-business consultant, makes a strong case for the importance of putting
customers first in any e-commerce initiative. When embarking on an e-commerce strategy, Shenton
stresses the following fundamentals:

- Remember who the customer is
> Make it easy for the customer to do business with you
> Make sure your service delights the customer.'

Remember who the customer is. While an automotive parts manufacturer might consider its dealer
network to be its customers, and an insurance provider looks to its independent agents as its
customers, the real customers of any business are the end customer's, the entities that ultimately buy
the products and services.

If these end-customers don't value your products and
services, sooner or later you will be out of business. Therefore,
. o . .. the first step is to develop an understanding of who your true
Smart companies will begin to shift t d what thei q q f
their focus away from just, building customers are and what their needs an' preferences are
direct-to customer web sites, toward  considering the full range of your customers' experiences:
working with those intermediaries that

have shown themselves to be the most > How do they buy?

successful  in  attracting  target

customers and prospects. * > What do they need and want from
?

-Gartner Group you
> What do they need and want from your

channel partners?

By understanding the value of each of these elements, companies can determine how to optimize
each element to better serve end customers.



COLLABORATIVE E-COMMERCE

Make sure your service delights the customer. While product differentiation continues to be
important, manufacturers are increasingly providing value to customers through a variety of additional
services. In addition to logistics, these services include customer care, complementary products and
services that enable a complete solution sale, and much more.

For manufacturers that sell primarily through indirect sales channels, these services are delivered
through their channel partners. Thus in order to meet and exceed customer expectations, manufacturers
need to focus on how to align channel partners with customer requirements.
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AND THE INTERNET

FORMULATE AN ALL CHANNEL ECOMMERCE STRATEGY

"When you think of
channels you should be
thinking strategy: effective
channel management
offers the chance to
reinvent not just your
business but the industry
you're in. "

While companies feel the pressure to sidestep competitors with a first-
to-market advantage, there is little benefit in aimlessly building and
implementing e-commerce systems. Some manufacturers are taking a
haphazard approach to the Internet, trying to shoehorn existing business
practices into simplistic e-commerce capabilities-or worse-drastically
changing current effective business practices.

A more sensible approach is to determine how to use the Internet to
optimize and extend your company's established sales methods and align
your e-commerce strategy with your company's overall goals.

Determine which sales channels to take to the web. In most cases, manufacturers utilize multiple
channels to respond effectively to customers' needs. These include indirect sales channels, such as
resellers, retailers, OEMs, and dealers, as well as direct sales. Indirect sales channels deliver value to
customers and strategic value to manufacturers by providing global and vertical reach, logistics, and
additional value-added services.

An Internet business strategy that does not consider all relevant sales channels, including their
sales and distribution models and related business processes-is doomed for failure.

Formulate an integrated strategy that
provides a common infrastructure for all sales

channels. Once manufacturers determine which
sales channels to take to the web, they must
provide an e-commerce
integrates all of them within a single, cohesive

system.

This type of e-commerce infrastructure has a
much greater potential for impacting overall

company profitability.

infrastructure that

Short-term rewards include reduced costs through process automation and efficiencies. Long-term
rewards include increased revenue, greater customer and partner loyalty, and the ability to create strong
sell-side partnerships that help differentiate products.

©COPYRIGHT GLOBAL MILLENNIA
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COLLABORATIVE E-COMMERCE

Understand the role of Internet marketplaces. Internet marketplaces assemble buyers and sellers in
product or industry-focused marketplaces for the exchange of goods and services. The primary
beneficiaries of most net marketplaces are buyers, as products and services from multiple companies
are compared side-by-side.

While a net marketplace can be ideal for selling commodity products, manufacturers that want to
differentiate their products and maintain channels are likely to sell only a small percentage of their
products through a net marketplace, e.g., low-end and commodity products.

Companies are just beginning to learn to collaborate over
the Internet by automating their operations, but technology

isn't the thing that will hold them back. A PriceWaterhouseCoopers study estimated
that collaborative commerce will ultimately

Cultural issues more than technological issues can E:'rier?f”;‘gagie:erigecg‘:aseh{:"%’;ggsretr’%/enzt
. . ., Whi u
impede progress. Companies may move slowly Foward engines will reduce expenses by 1 percent
collaboration on a range of processes from design to 55 percent,
manufacturing, sales and delivery because of unwillingness to
give up obsolete computer systems.

While the business-to-business Internet industry first
focused on doing transactions over the Internet, the focus has shifted to doing all kinds of other
teamwork on the Internet. The Yankee Group estimated that by 2004, there will be $2.78 trillion worth of
B2B trades conducted over the Internet - but collaborative commerce has far greater potential.

» For most manufacturers, an Internet marketplace should not be the primary ecommerce
strategy.

» In determining an all channels e-commerce strategy, the overriding objective is not only to
maximize revenue and profit, but also to maximize value to customers and channel partners.
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AND THE INTERNET

IMPLEMENT AN E-COMMERCE SOLUTION THAT TAKES YOUR SALES CHANNELS

TO THE WEB

Now that you've determined your e-commerce strategy, it's time to find
the solution to execute it. An e-commerce solution must enable all your sales
channels to quickly and effectively meet the needs of customers. Leading e-
businesses are using e-commerce technologies to manage and coordinate
information and commerce activities from all customer touch-points.

A strong channel support infrastructure fosters collaboration and
increases manufacturer and channel partner productivity, efficiency, and
value. This implies an e-commerce system that is able to support various
channel needs within a single system.

Executives about to implement an e-commerce solution must consider a
few key application and technology requirements that will ensure the
deployment of a successful collaborative commerce solution.

"Collaborative commerce
applications will enable
enterprises to deliver greater
value to  customers by
synchronizing and optimizing
events and activities among a
dynamic set of business
partners. " -Gartner Group

» A marketing application that delivers marketing capabilities, for example personalized
messages and content to customers based on product interests and personal attributes,
enabling cross selling and up-selling.

= A guided selling application that uses customer requirements and behaviour to lead
customers to the right sets of products and solutions.0 A configuration  application that
presents customers with the full range of available product options, while ensuring against
invalid configurations.

» An all channels e-commerce application that enables indirect sales, to manufacturers'
customers seamlessly via channel partners, as well as direct sales, to manufacturers'
customers and partners. Capabilities include guided selling, shopping cart creation, order
placement and status, inter-company real-time pricing and availability, shopping cart transfer,
and multi-party marketing.

» Central control of all partner profile information and commerce activities, enabling reporting,
analysis and the delivery of targeted content to channel partners.
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>

An analysis application that provides analytical capabilities, enabling manufacturers to gain

insight into all commerce activities, including customer demand and channel performance

=

Distributed and collaborative applications built for the Internet that can be easily deployed at

partner sites with real-time feedback and response.

>

3

"f

Open, standards based technology that is adaptable and customizable.
A quick and flexible implementation design with a quick return on investment.
A modular architecture that can plug into current e-commerce and enterprise systems

A proven and scalable architecture built for growth.

®
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AND THE INTERNET

HIGH PERFORMANCE SALES CHANNEL DEVELOPMENT

Accelerating channel throughput to drive channel revenue is critical for manufacturers that deliver
through indirect sales channels.

¥

A high performance sales channel:

v

Is knowledgeable about manufacturers' products and customer requirements

Sells fast and sells smart

L U

For manufacturers that deliver through indirect sales
channels, the goal is to make channel partners as
efficient and effective as possible to drive top-line growth.
An e-commerce system that delivers real-time
information can drive every aspect of a manufacturer's
production and sales cycle.

The sooner a manufacturer can obtain customer and
channel information, the sooner it can impact product
production and channel performance to better meet
customer needs.

Accelerate channel efficiency through e-commerce
capabilities. A strong collaborative commerce solution
provides channel partners with the right information, the
right tools, and the right support to conduct commerce
more efficiently.

By automating and improving many manually intensive tasks, such as updating product information
and order taking, channel partners are free to focus on more strategic activities, such as enhancing
customer service.

Accelerate channel performance through visibility into customer behaviour and preferences. The
Internet and ecommerce technologies make it possible for manufacturers to establish a collaborative
commerce environment that provides visibility through the channel to the end-customer.

@0
©COPYRIGHT GLOBAL MILLENNIA o L
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COLLABORATIVE E-COMMERCE

As a result, manufacturers can build a knowledge base of customer information, including customer
behaviour and preferences. Through this knowledge base, manufacturers and channel partners can:

3

>

r

"f

Better understand, anticipate, and fulfill customer needs

Increase responsiveness throughout the partner network

Provide customers with a more efficient and effective sales experience
Customize and target promotions to cross-sell and up-sell

Increase customer satisfaction and foster customer loyalty.

Accelerate high performing channel partners and monitor low performing channel partners. Through
a collaborative commerce solution, manufacturers can gain visibility into individual channel partner's
activity and performance.

Through this information, manufacturers can identify the channel partners that deliver the most
value to end-customers, properly allocate incentives and rewards, target and reduce channel
inefficiencies, and monitor low performing channel partners.

®
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AND THE INTERNET

REQUIREMENT FOR RESULT MEASUREMENT

Through the Internet and collaborative commerce solutions, for the
first time manufacturers can quickly and accurately measure results
when working through indirect sales and distribution channels.

In a collaborative partner marketplace, manufacturers centrally track
all activities through the channel to the end-customer.

This enables manufacturers to understand customer desires and
help channel partners meet those desires, while continually monitoring
the activities and performance of the channel as a whole.

"With a better understanding of
channel activity and
performance, companies can
maximize their channel
structure and increase revenue
by targeting the right channels,
at the right time, to sell the right
products and services. "

Measuring results in a collaborative partner marketplace. An  -AMR Research
effective collaborative commerce solution must provide up to the minute
reports based on key performance indicators, such as which products
are moving through the channels; how many shopping carts are being
transferred versus abandoned, including what the contents of these
carts are; and which orders are actually being completed at partners'

commerce sites.

Furthermore, manufacturers must be able to obtain detailed information on individual channel
partner activity and performance. These abilities are critical since they enable manufacturers to analyze
their channel operations and make proactive, strategic decisions based on perishable information.

THE BENEFITS OF MEASURING RESULTS IN A
COLLABORATIVE PARTNER MARKETPLACE.

Manufacturers need tools to accurately access how
effectively they and their channel partners are meeting
customer needs. For example, it is difficult to get the right
products to the right customers at the right time if
manufacturers have to wait weeks for point-of-sale reports
from channel partners.

oo
©COPYRIGHT GLOBAL MILLENNIA . ®
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COLLABORATIVE E-COMMERCE

If manufacturers could receive real-time information about what products are selling through
channels to end-customers, they could better anticipate customer needs and adjust production planning
to ensure they meet these needs.

Another example of the benefits of a collaborative partner marketplace is the ability to measure, in
real-time, the success of current marketing promotions. Think of how valuable it would be to know what
promotions are appealing to customers as they are ordering specific products.

With network-wide information sharing, manufacturers and their channel partners are able to access
this information and customize their offerings to meet current customer demand, leading to profitable
increases in customer sales and satisfaction. This has a direct impact on customer loyalty-not to
mention revenue and profitability.

& 14



RESOLVING CONFLICT BETWEEN SALES CHANNELS
AND THE INTERNET

EVOLVE YOUR E-COMMERCE STRATEGY BASED ON MEASUREMENTS

In a collaborative partner marketplace, manufacturers enjoy both top-line and bottom-line
improvements as they adjust their ecommerce strategy based on measurements of channel
effectiveness. As a result, more responsive enterprises are created.

The ability to continually improve channel partner
effectiveness springs from a strong but flexible channel
support infrastructure.

Evaluate and evolve your collaborative partner
marketplace.

Once an e-commerce infrastructure is in place, it's
time to step back and evaluate the performance of the
collaborative  visibility  into  customer  partner
marketplace as a whole, then evolve based on what is
being and partner commerce learned from the channel
and end-customers.

> ldentify high performing sales channels, single out their best practices, and encourage
these practices throughout the partner network.

» Target and reduce inefficiencies throughout the channel partner commerce strategies.
» Create a more cohesive and responsive channel partner

» Provide flexible commerce systems that enable channel and Commerce partners to
continually evolve to add more value to customers.

» Use customer information to alter product offerings and manufacturers and production planning.

» Determine additional products and services that customers desire and acquire the channel
partners to fulfill those desires.

oo
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COLLABORATIVE E-COMMERCE

A strong collaborative commerce solution enables manufacturers market needs to:
= Evolve from being reactive to proactive
» Advance from automation to innovation

= Turn information into action

r

Respond faster to competitors.

Profitable channel management is a continually evolving process. Once an e-commerce system is
in place, manufacturers need to be aggressive-continually analyzing and optimizing their e-commerce
systems to help channel partners meet and exceed customer expectations.

These tactics allow channel partners to focus on their core competencies: nurturing customer
relationships and ensuring strong service and support. By closely monitoring the collaborative partner
marketplace, manufacturers can take proactive steps to continually improve the productivity and
effectiveness of their e-commerce solution.

® ¢
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COLLABORATION IS REWARDING

Forrester Research defines channel cooperation as the combined efforts of manufacturers and
channel partners to acquire and satisfy "empowered customers" by sharing customers, margins, and
intangibles like brand'- In order to better serve these customers, astute manufacturing enterprises are
cooperating with channel partners more closely than ever before.

These collaborative networks are emerging across a
broad range of industries, from high technology to
automotive to chemicals to industrial and analytical
equipment.

While channel partners focus on providing global and
vertical reach, logistics, and other value-added services,
manufacturers are able to focus on maximizing their
collaborative commerce solution to drive top-line growth,
enhance the customer experience, and strengthen
channel partner relationships.

In a collaborative partner marketplace, manufacturer and channel partners work together to build a
unified and optimum brand experience for the customer, to improve customer satisfaction and foster
customer loyalty. In its most advanced form, collaborative commerce makes it difficult to discern where
the manufacturer leaves off and the channel partner picks up.

This sophisticated business-to-business coordination drives top-line growth, optimizes the channel,
increases manufacturer and channel partner productivity, and reduces costs.

BENEFITS TO MANUFACTURERS INCLUDE:

» Influence the customer experience and enhance brand value

» Gain visibility into customer behaviour and preferences to better anticipate and meet
customer needs

"'Allen, Lisa, "Channel Conflict Crumbles," Forrester Research, March 2000.

oo
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COLLABORATIVE E-COMMERCE

= Improve product planning and production, and better target promotions and cross
sell/up sell opportunities

» Increase visibility into channel activities and performance to improve forecasting,
decrease channel inventory, and more accurately allocate channel marketing spend.

» Receive complete, highly targeted information to make faster and more informed
buying decisions

# Quickly and easily obtain the products and solutions that best fit their needs

» Seamlessly access the offerings of manufacturers and channel partners, without having
to explicitly navigate a disconnected selling process.

» Enhance relationships with customers by improving the accuracy, timeliness, and focus
of solutions

» Shift focus and resources from manually intensive tasks to strategic objectives, such as
providing more innovative and valuable services to customers.

®
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ABOUT GLOBAL MILLENNIA MARKETING

Global Millennia Marketing Inc. is one of the first of a new breed
of integrated Internet and business marketing companies and is
comprised of four on-line divisions.

Our ability to work closely at all levels optimizes synergy between
the different divisions from the strategic planning stage right through to
tactical execution of all our projects.

We work with our clients to develop effective, long-term
partnerships, which encompass every facet of the management and
marketing functions, from initial project consulting through creative
design and production, to corporate presentation management.

Our teams have many years' industrial experience in the fields of
Sales & Marketing, Finance and Information Technology in North
America, Europe and Asia.

This background allows us to quickly empathize with our clients to
understand their markets, their objectives and to identify their business
needs.

Through strategic planning and the creative application of our
skills and experience, we deliver effective Internet business solutions,
which meet, and typically exceed, their pre-defined goals and
expectations.

Operations are controlled from Montreal, Canada. From here we
are able to provide service on a global basis in English, French,
Chinese and Arabic to a diverse range of companies from start-up to
established corporations.

oo
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John Shenton B.Eng., President of
Global Millennia Marketing, is a dynamic,
adaptable and results driven Senior
Executive with many years experience in
building and operating companies in N.
America & Europe.

He has extensive experience creating
market presence and increasing sales
throughout domestic and International
markets worldwide using a variety of
distribution channels and partners.

His strong technical and analytical
background is supported by
comprehensive sales, marketing,
operational, and general management
skills in the computer, Internet and
telecommunication industry.

He has a great deal of International
experience, having lived and worked
within the United Kingdom, Germany,
Switzerland and Canada.
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