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

Identify critical Learn about nine order data for effec:‘lvenelss of Understand how Real-World HThe Roadnpaph:'
success factors for growth strategies channel ELIE to quantitatively Example. ow to apply this
achieving channel used by relationship. con;pensatmn measure channel at your company

goals distributors CUIBTETES: alignment.
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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.

Learn to adapt to
channel forces.

Comprehend the
five principles of
channel
advantage.
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8 Weeks, 75 Minutes Each Week.



CHANNEL ALIGNMENT FRAMEWORK

Supplier » Distributor » Customer
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CHANNEL GROWTH: ALIGNING SUPPLIER AND DISTRIBUTOR PERSPECTIVES
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Responses from the Groups

1) Having learned both perspectives, what will you change in your
conversation about growth strategies/practices?

2) What are the different growth strategies you would recommend for
your channel partners?




TEAM 1

Having learned both perspectives, what will change in your conversation about growth strategies/practices?
a. External: Conversation will be more data driven as we identify Core customers and then talk about Drivers and Best
Practices that are mutually incentivizing.
Example: Supplier can incentivize distributors to move a customer from ‘Opportunistic’ to ‘Core’ by working
toward establishing a formal relationship (VMI, Cost savings agreement etc.) During this conversation we will also
know to discuss Channel success factors such as whether the distributor salesforce is equipped/well practiced in
establishing a formal relationship with an end user.

b. Internal: Discussing with direct management how the actions we are taking correlate to the company goals.
Example: During a quarterly review one on one meeting - Company Goal - Profit improvement/ Market Growth. I
am working on adding more product lines at XYZ customer because all of our products are in 1 product type which
makes them more vulnerable. This emphasizes the Sustain dimension of growth and will improve market share.

What are the different growth strategies you would recommend for your channel partners?
a. We recommend broadening the number of lines/brands offered via supplier incentivized, distributor marketing
based on the initial goal discussion.
Example: Distributor sells a high volume of Lennox brand saw products - Stanley Black and Decker may
incentivize a distributor (using Coop funds for marketing material) to market their Dewalt products to those who
purchase Lennox in order to turn them into multi-line purchasing end users. Making them more sustainable and
strengthening the relationship and moving them toward a core customer for Stanley B&D and increasing revenue
and improving leverage for the distributor.



TEAM 2

1. Having learned both perspectives, what will you change in your
conversation about growth strategies/practices?
a. Growth strategy towards the individual customer segment you're
targeting (Core, opportunistic, marginal, service drain.)
b. Focus on higher volume customer base not in core.
c. Understand what is working with your core customers and mirror it
towards other segments

1. What are the different growth strategies you would recommend for
your channel partners?
a. Leverage - understand existing customer and building off what you do

well
b. Broaden - new product and expand into new markets



TEAM 3

* Leverage and penetrate are both safe growth strategies
for our channel partners. Those limit the investment of
people and resources.

* If you want to invest more money add, reach out, broaden
and innovate will help expand your growth with more
coverage and products to offer to end users.



TEAM 4

1) Having learned both perspectives, what will you change in your conversation about growth
strategies/practices?

When setting financial goals communicate to the channel how they can use this to incorporate into their
strategy. Instead of focusing strictly on pipelines, focus on how you can support the channel growth strategies
with your products, services, and personnel. The channel is more likely to hit your goals if you incorporate it
into their strategy.

2) What are the different growth strategies you would recommend for your channel partners?

e Leverage - People buy from people they know and like. Leverage your existing end users to get the most
business you can.

e Innovate - New products from the supplier can allow you to innovate. Keep up with e-commerce and
digital offering as well as how you can support the end user supply chain.

e Expand - Find complimentary to the current products the channel represents to allow them to expand
into new markets and areas of the end user.

¢ Broaden - Always look for ways to broaden your offering to continue to be relevant to the end user.
However, make sure it is relevant to the core of your business.



TEAM 5

Question 1: Having learned both perspectives, what will you change in your
conversation about growth strategies/practices?

. Expanding market segments

. Build new platform (multiple drivers) - Continuing to adapt and add new platforms that
will create the opportunity to satisfy customer needs/problems.

. Internal: Identify current capabilities and processes, and where we can make a
difference for customer needs.

Question 2: What are the different growth strategies you would recommend for your
channel partners?

We would recommend “Add: Sales & Marketing Channels” for our channel partners. We
understand how important sales/marketing channels are to building brand loyalty. By
adding this, it will create loyal /repeat customers who are easier to sell to and will
become your brand advocates.

- The stronger your sales/marketing channel is, the easier it will be to drive consumer
behavior.



JA Learning Objectives — WEEK 4

Channel Focus

e Learn to identify the right
channel partners.

\

e Assess existing channel partner

performance.

e Leverage purchase order data
for channel relationships.

/




J.é Channel Focus

Identify
channel
partners to
achieve
channel
growth

To whom do
we create
value in the
channel?

Who is
important
to us in the
channel?

Equally
important
is, to who

are we

important?




J.‘& Channel Focus

* The channel focus is the process of identifying the right
channel partners to achieve channel goals.

* |t consists of two processes:
* New channel partner selection and
* Existing partner performance assessment



— &
Discussion: Individual Activity — 5 Minutes (Type in the chat
window)
How do you assess/evaluate channel partner (supplier or
distributor) performance currently?




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




LY

Distributor Perspective:

- Assessing Suppliers’ Performance

Profitability

Channel Alignment ’>

* Low Profitahility * High Spend Volume

* Low Spend Volume * Low Profitability

* Low Delivery Performance * Low Delivery Performance
* Low Channel Alignment * Better Channel Alignment

|~
EMERGING CORE SUPPLIERS

* Low Spend Volume * High Spend Volume

* High Profitability * High Profitability

* High Delivery Performance * High Delivery Performance
* Low Channel Alignment * Better Channel Alignment

MARGINAL

Supply Chain Performance

Supplier Spend
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<pAcTvANTAGE Supplier Stratification - Partner Performance Analytics
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Supplier Stratification - DIAGNOSTIC Insights

Current Year, APR 2021 - MAR 2022; Previous Yedr: APR 2020 - MAR 2021
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J.é Role-based Playbooks

@ Identify product categories with too many (pacTvanTaGE E Supplier Stratification - Playbook
suppliers

T e Emerging Core
EXAMINE -
Q Identify MARGINAL suppliers and consider | N r °®
consolidation, within a product category. Thae sy zi 'Eo ®
ELIMINATE - ey e
@ Identify EMERGING and consider expansion, | | | it
within a product category.

EXPAND
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Supplier Stratification - Predictive Actions & Performance Feedback

Current Year: APR 2021 - MAR 2022; Previous Year: APR 2020 - MAR 2021

Supplier Subcategory Choice
ACETOME PRODUCER SUPOLY - Eguipment v

12965

B

E E E $704986

57 ¢
tiull ‘i' "'lﬂ

Mull

SpandAnd &l gnment

e
1)

B0%

Vertical Totsl

Quarter: Q1 2022

Spend: $704,986 %

3 - (s |

99%

Quarter: Q4 2021
Spend: $605,002

$134159

Zih ¢
= =) 0

Horizontal Total 15 c

SupplyChainPerformancedndProfli tabl i ty




JA Channel Partner Performance:

Channel Not just a partner

Benefits
Performance scorecard

Qualitative to

Strategic
Quantitative

Diagnostic Insights

e Channel Accountability

¢ Partner Mindshare
Subjective to

Objective Prescriptive Actions

Financial

¢ Lower COGS (thru consolidated
spending)

Pred ictive G u ida nce e Less cost-to-supply (channel costs)

¢ Higher market share, and profitability

Anecdotal to
Analytics




I\, Manufacturer Perspective:

N Assessing Distributor’s [[]I:\] Performance

Distributor stratification is the process of assessing
distributors based on growth, profitability, alignment, and
supply chain performance

The process enables manufacturers to assess distributors
objectively based on transactional data

This model is adapted from customer stratification, a best
practice for assessing the distributor’s customer

relationships.
.



EXAMPLE — ELECTRICAL MANUFACTURER

4 N

Revenue Gross Margin # Brands
>30% 15
# of SKUs # Categories # of customers
8, 250+ 29 (distributors)
925

. /




PROFITABILITY

ALIGNMENT

1~

OPPORTUNISTIC CoRE

HicH PROFITABILITY

No RELATION

Low Cost 10
Low VoLuME

* HicH PROFITABILITY

SHIP * SUSTAINED RELATIONSHIP
SERVE * Low CosT T0 SERVE

* HigH VoLUME

« Low PROFITABILITY
* NO RELATIONSHIP

* HicH CoST TO SERVE
Low VOLUME

.

MARGINAL SERVICE DRAIN

* Low PROFITABILITY

* SUSTAINED RELATIONSHIP
* HiH CosT T0 SERVE

* HIGH VOLUME

BUYING POWER /

(SL1J) 3A¥3S-0.1-1S02

Choice

High profit
Low CTS

Low volume
No relationship

Core

High profit

Low CTS

High volume
Sustained relationship

Low profit
High CTS

Low volume
Mo relationship

Low profit

High CTS

High volume
Sustained relationship




Core,
Opportunistic,
Marginal,
Service Drain

Channel Customer Lifetime NetPrfit ()
Partner —

Stratification
Criteria

1. Customer Spend 1. Breadth of 1. Gross Margin 1. Average Order Size ($)
(Revenue) Collaboration Dollars 2. Average Number of
2. Product Line 2. Depth of 2. Gross Margin Line Items
Penetration Collaboration Percent 3. Average Days to Pay
3. Number of Items 3. Consistency of 3. Profitability Trend 4. Will-Call Orders (%)
Accessed Collaboration it
5. Same-Day Deliveries

6. Cand D Items
Accessed
7. Number of Returns




Actionable Insights:
Distributor Stratification by Brand

76%

68%

59%

11%
6% _ 5% 3%

10%

9%

6%

Core Opportunistic Marginal Service Drain

M Customers I Revenue ($) M Gross Margin ($) M # of Orders (Hits)



Insights to Actions: Distributor Stratification

Opportunistic

T Region Salesperson ID Opportunistic = Marginal Service Drain

1 Houston 11891 $975,508 69% 3% 14% 14%

1 Houston 12946 $945,061 50% 12% 36% 2%

1 Houston 13061 $940,106 75% 0% 25% 0%

1 Houston 12703 $854,773 86% 0% 5% 9%

m ey T 1 Houston 13280 $836,379 63% % 15% 15%
1 Houston 15645 $793,670 60% 5% 20% 15%

evsiep 1| Houston 11644 $602,453 20% 5% 15% 60%
Examine 1 Houston 11162 $597, 003 1% 3% 12% 74%
Elminate 1 Houston 11421 $555,098 15% 4% 1% 80%
1 Houston 13959 $467,890 35% 3% 7% 55%

The SPEED strategy means to “Stretch, Protect, Examine,
Eliminate, and/or Develop” business with customers based on
their status.



Discussion: Group activity — 10 minutes

1) Having learned data-driven partner performance assessment
approach, what improvements will you recommend to your firm's
existing practice of partner performance assessment?

2) Who is accountable in your organization to perform and take
ownership of performance assessment analytics?




Contact Information

Dr. Senthil Gunasekaran

senthil@actvantage.com

Dr. Pradip Krishnadevarajan

pradip@actvantage.com



