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Channel Atributes

Factor Direct OEM VAR SI Distributor Dealer Rep



Channel Segmentation

Value Add
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iz
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of
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to
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(low) (high)

(lo
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)
(h
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Direct
Sales

Dealer

Direct
ResponseMail Order

Systems
Integrator

Computer
SuperstoreConsumer

Mass
Merchant

VAR



Fortune
1000

Medium
Business

Small
Business

Home
Office

Price and
Availability

LAN / Multi-user
Integration

WAN
Integration

System
Integrators

LAN
VARs

Vertical
VARs

Dealers

Superstores
& Mass

Merchants

Mail
Order

Primary Channel Buying Consideration



Value Added by Channel

National
Dealer

Channel Segmentation

Sales, General
& Administrative

C
u

st
o

m
er

 S
iz

e

(small)

(large)

(low) (high)

Rep

Distributor
Field
Sales

National
VARs

System
Integrators

ISVs

Consultants

VADs

Regional
VARs

Regional
LAN

Integrators

Retail
Dealers

Super
stores

Mass
merchants

Catalog
Sales

Direct
Mail

Factors Driving Reduction in Software Prices



Software Market Price Dynamics

High volume of
standard platform

Opportunity to sell
a software solution

in volume

Low price point
of hardware forced

low price of software

Shrinkwrap software
(and lots of it)

Needed indirect
sales channel

(direct too expensive)

Traditional hardware OEMs left out
New companies stepped into opportunity

Computer companies
focus on hardware,

giving away software to 
sell hardware



Direct

Indirect Channel Costs

Channel Percentage Revenues



40%

70%

10%
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Aggregator

Software-Only
Distributor

Full-Line
Distributor

Technical

Industrial
Hardware

Local
Regional

250 5000

Number of Vendors Carried

60%

50%

30%

20%

80%

90%

VAR - Indirect - One-Tier Distribution

Retail



OEM

Shareware

Internet

Software Publishers Costs



Software Publisher Cost Structure

Publisher Costs % Revenues

Gray Areas


