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Why Solutions. Why Now. 

A Call for a Solutions-Led Business Model 

 
The purpose of this whitepaper is to provide a thought-provoking case for why a Solution Provider (SP)/VAR 

should transition their business model and capabilities towards solutions vs. their existing product-centric 

approaches.  This paper will discuss why the current market and IT Industry environments provide a narrow 

window of opportunity for Channel Partners (SPs/VARs and Distributors) bold enough to capture it. Also, the 

author identifies one Distributor’s capabilities for enabling the SP/VAR’s organizational transition required by 

their shift from a product-centric to solutions-centric business model. The key findings include:  

 

EXECUTIVE SUMMARY 

» Past supplier marketing, combined with channel partner sales processes, drove end-users to purchase 

disparate hardware and software products that did not operate well together. 

» The capacity of hardware purchased is underutilized.  Studies show enormous potential savings can be 

captured by those organizations able to decommission unused and underutilized servers. 

» Historically, End User purchases had been driven by a) their internal need to grab the latest technology 

bell and whistle, b) catch up to competitors who already possessed them, or c) simply add new 

equipment when their future needs outstripped their infrastructure’s current capacity.  

» Today, end users are more sophisticated and seek integrated solutions to their business problems, 

opportunities, and needs.  This requires SPs/VARs to develop new capabilities-- business acumen, 

industry expertise, and strategic planning facilitation.  Traditionally, the domain of large System 

Integrators and IT Consulting firms, these highly valuable capabilities enable SPs/VARs to better 

understand their customers’ higher-level business problems, opportunities, and needs, then design and 

implement solutions that satisfy them. 

» The commoditization of information technology is occurring at alarming rates.  New product offerings are 

copied or countered within weeks or months vs. years.   

» IT-spending growth rates show the most promise in a handful of technology and vertical industry 

solutions such as virtualization, storage, security, networking, mobility, unified communications, 

healthcare, and government. 

» The last bastion of differentiation for SPs/VARs depends on their ability to shift towards creating and 

delivering intellectual property-based solutions.  These are the hardest for competitors to copy and 

commoditize. 

» The recent explosion over the past 5 years in how end-users procure technology— the shift from 

hardware and software purchases to buying technology benefits in the form of managed or cloud 

computing services— is forcing SPs/VARs to adopt  new delivery methods that require dramatic business 

model changes.  

» A host of new competitors are encroaching on traditional mid-market SP/VAR territory including  

Amazon, Xerox with ACS, Dell with Perot Systems, Google, and the big Telcos as well as Rackspace 

Hosting, Salesforce.com, i/o Data Centers, Microsoft, Cisco, and IBM’s Lotus Division, adding to very 

challenging competitive environment.  

» Avnet is uniquely positioned to help SPs/VARs quickly and cost-effectively attain solution-selling 

specialization and profit from high-growth technology and market opportunities. 
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I. SOLUTIONS DEFINED 

Within the IT Industry, many definitions are bandied about for the word solution.  The majority include some 

combination of products (hardware and/or software) and services that solve a business problem or need.  

  

Another common element is that a solution is sold, designed, engineered, delivered, and integrated by 

leveraging a Channel Partner’s intellectual property.  An effective use of Channel Partner IP ensures the 

solution’s effectiveness within a customer environment and differentiates the SP.  This IP takes the form of 

unique combinations of business and industry knowledge, methodologies, tools, skills, processes, and 

customer service. 

 

 

 

 

II. WHY SOLUTIONS:  MARKET FORCES—TRENDS AND PREDICTIONS  

Commoditization Continues 

Now that a common definition for Solutions has been established, let’s examine some of the market forces 

influencing the shift toward IT Solutions design and delivery. As hardware and to a lesser extent software 

continue their march to commoditization, SPs need to increasingly looking to services for differentiation and 

growth.  

“Solution-ization is an important strategy for de-commoditizing IT products.” 

 --IDC’s publication 2008 Predictions (Dec 2007) 
 

According to IDC Worldwide Channel 2010 Predictions, with the onslaught of commoditization of hardware 

and the devaluation of proprietary software (i.e., open source), solution providers will look to new profit 

opportunities and models. Services will continue to become a larger portion of the channel's revenue and 

profit in 2010 and beyond. But even Services are commoditizing at a somewhat alarming rate, as evidenced 

by the following IDC gross margin data for the 4 year period 2005-2008.   

 

� Services Gross Margins are mostly experiencing downward pressure, dropping an 

average of 2-5 percentage points. 

� Exceptions are Hosting, which increased during this 3 year period from 24% to 34% Gross 

Margin, and Outsourcing Services from 25% to 27% Gross Margin. 

� Resold Supplier Services Gross Margins were flat over this period. 

 

“Ten years ago, people made pots of money from selling tin, but over time, they found that they 

needed to add services as there was no margin any more. The problem now is that even professional 

services are starting to become commoditized and so people are having to look at other 

opportunities.”  --“Recession Boosts Uptake of Managed Services” 

http://www.microscope.co.uk/welcome/technology/sof... by Microscope, February 8, 2009 

Solves a Business Problem, Opportunity or Need  

Hardware + Software + Services + Intellectual Property = IT Solution 

Definition of Solution 
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In what could be called a "perfect storm," the partners' path toward services will be fueled farther and faster 

by cloud offerings. Services opportunities that will provide the most potential for the channel in 2010 include 

managed services, cloud and SaaS professional services, network security services, business intelligence/ 

business analytics (BI/BA) assessments and implementations, compliance/audit services, and business 

process/business transformation services.  

 
IT Spending Growth Rates Vary 

Solution spends are growing and predicted to continue growing at significantly greater rates than the 

individual products and services that comprise them.  As the old saw goes, “A rising tide floats all boats.” And 

as Michael Treacy says in his seminal book, Double Digit Growth, “If you want to grow, it’s best to show up 

where the growth is occurring.” Well, IT spending growth is occurring in a handful of technology solutions, 

industry verticals, emerging geographies, and disruptive delivery methods (e.g., cloud computing).  

 

 

 

 

 

High Growth Technology and Vertical Markets 
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Forces Shaping the Market 

Let’s look at several key business drivers for technology solutions: 

 

» Over-built and under-utilized data centers.  Striking evidence for the state of data centers today can be 

found in a survey published October 16, 2009 by Kelton Research and sponsored by 1E and the Alliance 

to Save Energy.  Its findings: 

� One in six servers—about 4.7 million worldwide—are doing nothing useful, costing businesses as 

much as $25 billion a year.  

� 72 percent of respondents said that 15 percent or more of their servers are not doing anything 

useful, and 83 percent said they don’t have a good grasp of the utilization rates of their servers. 

� Many are lacking the necessary tools and know-how to find and get rid of unused servers. 

 

“The savings from decommissioning non-productive servers cannot be ignored,”  

1E CEO Sumir Karayi said in a statement. “Organizations need better information  

on server efficiency and more effective ongoing server energy management."  

--Unused Servers Cost Businesses $25B Annually: Study by Jeffrey Burt, 2009-10-16) 
 

» Certain Obama administration initiatives impact IT spending. The economic stimulus package as well as 

pending new healthcare legislation will drive growth in healthcare information technology solutions as 

well as for “green” IT solutions. 

 

» Cost reduction projects continue in slow-growing economy. Enterprises will continue to focus on cost 

reduction projects such as virtualization, datacenter consolidation and server/storage consolidation. 

 

» Security and compliance remain a top issue for businesses. Organizations continue to spend on solutions 

that manage risk, increase security and address compliance regulations.  

 

» Reliance on Solutions Models for Differentiation. Almost all players in the IT Industry are embracing the 

notion that solutions will differentiate them from their product-centric competitors.   

 

“Seeking to differentiate themselves from their competitors, many companies now approach 

customers with solutions—multiproduct and service offerings designed to solve customers’ 

increasingly complex, or higher-order problems.  Indeed, the solutions selling model is gaining 

popularity across all segments of the B2B universe— a recent Council survey reveals that solutions 

revenue is approaching fully one-third of companies’ total sales.  

--Marketing Leadership Council, 2006: Resisting the Forces of Unbundling) 

 

 

 

 

 


