OPTIMIZING CHANNEL ALIGNMENT

A program to develop collahorative advantage

8-Week Program (Aug 14 - Oct 2, 2023)
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Zoom Platform InStrUCtions First Name Last Name Team # Company

Josh Pinkard Team 1 Martin Supply Inc.
Peter Vagnoni Team 1 Line Drive
° Pl_ease Add Team # to your name' by Clicking Jessica Mendez Team 1 Norton Saint-Gobain
( ’ . Cory Kizielewicz Team 1 SBD
Rename Optlon Hannah Shaw Team 1 SBD
Hector Flores Team 2 US Tool Group
: Exa mple Jake Bowen Team 2 Line Drive
e JDoe [Team 1] Hunter DeFrees Team 2 Norton Saint-Gobain
Jason Motta Team 2 SBD
Jacob Puleo Team 2 Kennametal
Caroline Harris Team 3 Vallen
Matt Coovert Team 3 Norton Saint-Gobain
S Darryl Woods Team 3 SBD
Sergio Escalona Team 3 Kennametal
saarticigat (0 4 m || Bill McElhaney Team 3 Cutler Industrial Sales
. Fernando Segovai Team 4 Durrie Sales Company
Vi LA S 05 L Anja Taylor Team 4 ARCH Cutting Tools
Marc Jamrose Team 4 SBD
Eoenr S CLIRE Shnne Sam Stancato Team 4 Kennametal
:rnur ns:me 1o access the Wil Barrett Team 4 3M
T Tristan Moncier Team 5 SBD
Taelor Simmons Team 5 SBD
Raise Hard Eric Kenney Team 5 Kennametal
Cynthia Gabriele Team 5 Netplus




Optimizing Channel Alignment Certification in 8 Weeks
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Supplier
Perspective

Assess your
current channel
goal-setting
process

Translate firm-
level financial
goals to channel
goals

Distributor
Perspective

Learn to diagnose
distributor growth
challenges

Comprehend the
key elements of
the generating

growth framework

Learn to identify
the right channel
partners.

Assess existing
channel partner
performance.

Leverage purchase

Understand the
trade-offs in
channel
compensation
focus.

Learn about
channel
compensation
comprehensively
using 11 forms of
capital

Measure the

Assess your
current channel
alignment process.

Connect channel
stakeholders’
interest to create
channel
alignment.

Apply the channel
alignment
framework as a
channel
relationship tool.

Understand the
implementation
factors for channel
management
processes.

Learn four phases
of implementing
channel
performance
analytics.

Identify critical Learn about nine order data for effec:‘lvenelss of Understand how Real-World
success factors for growth strategies channel Saanne ) to quantitatively Example.
achieving channel used by relationship. con;pensatmn measure channel

goals distributors CUIBTETES: alignment.
A AR AN L )

Learn to adapt to
channel forces.

Comprehend the
five principles of
channel
advantage.

The Roadmap:
How to apply this
at your company

>

8 Weeks, 75 Minutes Each Week.



jj“ Connecting Financial and Channel

™} Goals to Channel Success Factors

L CHANNEL ‘
sucEss coRs A

c Market access
UHANNEL MN?ENT( FRAMEWORK
prlies + Distriburtor » Customer
\ MARKET Acailire: r =
E SHARE Citeratis missahin Mindshare
— ~ —
( Value proposition
PROFITABILITY . - Morket foc
= Customer Share J
tipm of Wallet -
::‘:‘ 1. Build Shelf space
el 1.1 Volume
1.2 Margin
¢ e 3 Peetate Product line loyalty
5} Secure —
3 -2 Seize
" Sales force
Operational
Protect: ﬁknce
Customer retention - :
 EEEE—
Custormer
expenence
Develop: 7 > Market focus |
New markets > Mindshare
through new-to-the- : M@“ m" th mindset
world products > Business agility




CHANNEL GROWTH: ALIGNING SUPPLIER AND DISTRIBUTOR PERSPECTIVES
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Anecdotal

e Subjective
e Selective
memory

¢ Recent incident

)A\ Channel Partner Performance Assessment:

Partner
Scorecard

¢ Pros:
Quantitative &
Descriptive
[WHAT]

e Cons: Lacks

1. comparative
assessment

2. prescriptive
guidance (goals)
3. follow-through

| ——————— | D)

Supplier or
Distributor
Stratification

e Comprehensive
e 4 Dimensions
e Diagnostic [WHY]
e Provides benchmark
e Comparative ranking

e Tracks performance
over time




/..*& Channel Compensation: 3 Steps

peam METHODS
e What is the focus A - (o What is the criteria\

f
of channel for assessin
S e What are the 'g
compensation? compensation
compensation?

different forms or .

effectiveness?
types of channel
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Key Takeaways

Innovation

e, ® Non- capital
Traditional .. izat P
traditional d sy

Inventory
capital

capital

Outcome-
focused

Compensation
Types

Commodity /
Mature products

Relationship

capital Technology

capital

Financial
capital Information
‘ A S
Human K = v
capital OWieGgo
capital

STEP 2: Are you BALANCING channel comp across 11 capitals or
overusing a few? Are you customizing channel comp based on

Demand
fulfillment

Volume-based

STEP 1: What is the FOCUS of your
existing channel compensation

channel partner performance?



CHANNEL ALIGNMENT FRAMEWORK

Supplier » Distributor » Customer
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I\ Channel Management —

"™ Processes and Implementation Factors

Channel

Management Human Capital Process Capital Data Capital Organization Capital
Processes

* Framework

* Top management

commitment
* Process

* Methodology

* Change

management

siFtocaes owner + Learning and

* Collaboration development
* Culture




Discussion: Group activity — 10 minutes

Having learned about FOUR implementation components and its applications,

1) Share the channel-related best practice project and its outcome to your
team. Link the contributing factors to four capitals.

]}lWhat improvements will you recommend to your firm’s existing practice of
by, l, | C

1 annel project implementation approach?
*“\ 'Each group is requlred to summarize the responses when we come back.

.I.l ]'T \ ' ,\\ ( \’ ‘1 ‘/ » ¥




TEAM 1

* Our Challenge:

* “Current equity of compensation is too low

because of dilution of the category. This creates

conflict of dissatisfaction of the manufacturing group
from the distribution level and this can be resolved by
reduction of suppliers to insure maximization of
equity for the partnership or exclusivity for a time
frame to evaluate performance.”

* Our two compensation capitals to resolve conflict:

e Info Sharing: Assuming our larger partners are
better positioned to act on Info Sharing (they
have more advanced analytics and quantitative
decision-making processes), we can offer Info
Sharing Capital as a tool that they will gain more
value from than their smaller competitors.

e Channel Policy: To address the root cause,
thou%]h, we can invite our largest partners into
our Channel Policy discussions to make sure we
align on goals. (As Bill Ward said, we might not
be ready to go the same exclusivit¥ route as
Exxon Mobile, but we may be too far in the other
direction with an over-saturated distributor
marketplace.)

Diagram:
(Follow the green lines. Ignore the red box.)

CHANNEL ALIGNMENT FRAMEWORK

Supplier « Distributor » Customer
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TEAM 3

* We chose relationship/ loyalty as our conflict and below you will see the path we took (highlighted in the
chart) — we are recommending to offer more robust training programs for the sales team (personalized to
their needs).
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TEAM 4

* Per our team discussion, we used Human Capital as our conflict and drew our path through the
model. Although easier said than done it provides meaningful steps to achieve this outcome.

¢
MARKET
SHARE

PROFITABILITY

\ O

CASH FLOW

GROWTH

N CRITICAL CHANNEL CHANNEL CHANNEL CUSTOMERVALUE  §
4 GOALS SUCCESS FACTORS CAPABILITIES PROPOSITION
DISTRISUTOR'S ABILITY TO:
D e [ Prochictiservice

CHANNEL ALIGNMENT FRAMEWORK

Supplier * Distributor » Customer

CHANNEL COMPENSATION
(VALUE DREVERS)

T 50y | solection &qualy b
— | ian oncle ° Y
oy & olem: _,  Productiserice ‘
) capital \
\ w000 NS
Warke! presence ’ SHARE

i

@

PROFITABILITY

L o

CASH FLOW

P —






J.é Learning Objectives — Week 8

Adapt to e Understand the implementation factors
for channel management processes
Channel

* Learn four phases of implementing
Forces channel performance analytics

Roadmap: A Bkt

e 5 Principles of Channel Advantage

Plan of Action |[EyyR s




J;.“ Channel Management — Implementation Ingredients

Human Process
Capital Capital

Organization

Data Capital Capital




I\ Channel Management —

"™ Processes and Implementation Factors

Channel

Management Human Capital Process Capital Data Capital Organization Capital
Processes

* Framework

* Top management

commitment
* Process

* Methodology

* Change

management

siFtocaes owner + Learning and

* Collaboration development
* Culture




J..;‘ Channel Mindset

Top management orientation towards channel relationship

Channel mindset (as-is) Channel mindset (to-be)

¢ Undesirable but must be accepted ¢ Focused partners for competitive

¢ Sunk cost or dead expense advantage

e Subjective complaint list * Investment for collaborative

e Short-term fixes advantage
¢ Objective performance analytics
e Balanced solutions




Discussion: Group activity — 10 minutes

Having learned about FOUR implementation components and its applications,

1) Share the channel-related best practice project and its outcome to your
team. Link the contributing factors to four capitals.

2])1 What improvements will you recommend to your firm’s existing practice of
channel project implementation approach?

Channel

Management Human Capital Process Capital Data Capital Organization Capital

* Framework * Top management
commitment
* Process
* Change
* Methodology manag
* Process owner .l ing and
* Collaboration development
* Culture




Why adapt to channel
forces?



A The importance of key criteria used when
™ evaluating suppliers by Distributors

Quality 79% 86%
On-Time Delivery 56% 71%
Service/Support 46% 56%
Price 57% 47%

Source: ID Annual Survey of Distributor Operations



A The state of mfr-dist relationship in the industrial
"N channel

The relationships
with key suppliers

Gotten worse 38% 22% 14%
Getting better 19% 25%
Stayed the same 59% 62%

Source: ID Annual Survey of Distributor Operations



Why Adapt? Eroding Traditional Sources of Value
& Competitive Advantages

Source of Value

¢ Product differentiation
e Brand
e Technology

e Support / Service

Suppliers

Forces of Change
e Commoditization
* Private Label

¢ Shortening product life cycle
¢ Industry Consolidation

¢ Finding/retaining talent

Source of Value

* Professional Sales Force

¢ Product Availability
* Footprint
¢ Credit

Forces of Change

* Non-traditional competition
* eCommerce & Omni-channel
e Multiple Channels

¢ Industry Consolidation

¢ Finding/retaining Talent




Remaining front of competitive advantage

* Channel relationship / collaboration

CHANNEL COLLABORATION As A COMPETITIVE ADVANTAGE




CHANNEL ALIGNMENT FRAMEWORK

Supplier » Distributor » Customer
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Pla: Not all channel partners are
created equal.

e Be focused

P1b: Channel Commitment results

from Alignment and mutual Benefits. ~ ® Be stra teg iCc
(AxB=C)
P2: Channel value proposition should

be customized to counter built-in o B er 6/ evant

differences of distributors.

P3: Channel support goes beyond
financial capital.

e Be creative

P4: Analytics-driven communication
builds channel trust.

e Be objective

P5: Channel collaboration as a

' competitive advantage, now more e Be com petl ti ve

than ever.

5 PRINCIPLES OF CHANNEL MANAGEMENT




Workshop Feedback




Virtual Group Picture

Please switch “ON” your video



-

Discussion: Group activity — 10 minutes

Identify atleast TWO best practices/recommendations you plan to
implement/provide in the next 3-6 months

based on Channel Alignment Framework and other best practices
such as supplier/distributor/customer stratification) discussed in

the course.
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The journey of
a thousana
miles begins
with one step
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Next Step

Contact us to
schedule your
company-specific
one-on-one meeting
to discuss your
roadmap and
company-specific
guestions.




Contact Information

Dr. Senthil Gunasekaran

senthil@actvantage.com

Dr. Pradip Krishnadevarajan

pradip@actvantage.com



