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How to determine your reseller margin for a SaaS product
1. Review the Chanimal presentation, "How to Create a SaaS Reseller Program" - slide 32 on margins. Video found at: http://www.chanimal.com/resources/videos/
2. Compile competitors’ margins. You can sometimes find it on 1) your competitor's website (see HERE), by 2) sending an email to the channel manager (use a generic email address), or even by asking a reseller about their program (some will send you the entire kit). You can often 3) Google it, “Microsoft margins,” or “How much margin does Microsoft pay,” “What is the commission for Microsoft,” etc. (try different combinations – often it is on a website and Google can find it).  Questions to Ask:
a. Who pays who?  Do I place the order and pay you, or do you collect and pay me?

b. Do you have levels?

c. Where do you start?  The lowest, or can we come in higher?

d. What margins do you pay for each of the levels?

e. What are the qualifications per level?

f. How long do you pay?

g. How soon do you pay?

h. Do you have a partner program page that explains this, or a document you can send?
3. Determine margins for "like" products if you can't find any exactly like yours. For example, if you sell enterprise software to IT, you might compare to Oracle, Microsoft, etc. Find out as above.

4. Determine how much to pay (by level). Examples: 10% affiliate, 20% authorized, 30% gold, 40% platinum?  This is not the actual % - these numbers are only an example (competitive research will tell you).  Tip: you will probably be a price taker (and margin taker) in a competitive market.
5. Examine what behavior you want to reinforce--do you want your resellers to support the account after the first year?  Can they switch the customer to another product at the end of the year (if they don't make any further commission)? 

6. Based on this, over what period do you pay?  a) over the first year, b) over a few of the years, c) over the entire life, c) combination.  Even enterprise pay after the first year – 20% maintenance fee, or upgrades.
7. Do you pay the same amount the first year and subsequent years, or does it vary?  Example:  30% first, 15% second and thereafter.

8. Who collects and who pays who?  Do you collect and pay the reseller a "commission" or do they collect and pay you the balance after their margin? 70% collect (for SaaS) – 30% resellers collect. 

9. How quick do you pay?  Bad Example (Salesforce).  They collect. They pay 30 days after the end of each quarter. If you make 1,000 in commission and it will takes 4 months before you see anything!!  You should pay as fast as you can afford--within 30 days.  (See SoftLetter Stats for actual by company type). 
10. When through, test your margins with your resellers, then finalize.

NOTE:  

Don’t break their model! You negotiated a short-term advantage (good on you)… but you starve your channel, they quit or find another product line (bad on you).

Resellers built their model on a certain revenue coming in. If you pay LESS, they either can’t afford you—or they go under.  
Most SaaS models are based on a 2.5 year return—if the app would usually provide $1,000 revenue (if a desktop/enterprise application), plus 20% maintenance each year, that would add $500 so they need to make $1,500 (plus the upside of more money past 2.5 years (it is essentially a finance plan).

So if a reseller used to make his margin all at once (he made 33% - then he made $500).  We have to make sure HE makes the same amount he built his company around—or we end up with skinny and dead resellers (we kill our own channel).
We have to take care of our salespeople, we just need to figure out how to pay them the same amount they would usually make—even if over time for the model to be sustainable.  You may not like it—but that is irrelevant if you want to have a channel (direct or indirect). Just understand it and build it into your business model (including reducing your costs or increasing your price if need be).
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Background Info

Office 365 – 16% discount
Different models York Group - https://buildingbetterchannels.com/what-is-an-appropriate-margin-for-resellers/
Some are WAY too complex

Drift – 30% lifetime revenue fully sourced and closed by partner

Hubspot – 10% for referral. 20% for closed deal—lifetime commissions.

Commission Junction. Affiliate commissions.

· Aweber 30%

· SEMRush – 40%

· Freshbooks - $55 per sale and $5 per sign up

· Constant Contact - $105 for paying customers, $5 per sign up

· Hubspot – 20%

· Instapage – 30%

Avg extra margin for deal reg, 10, 20%

Average retail margin and distribution margin

	Product category
	Distributor
	Retailer

	Fast moving consumer goods
	3-10%
	8-40%

	Clothing and apparel
	15-30%
	20-50%

	Electronics like mobile phones
	3-7%
	3-7%

	Cars
	
	5-15%

	Furniture
	
	30-50%

	Jewelry
	
	30-60%

	Electrical equipment and lights
	5-7%
	15-25%


https://www.allianceexperts.com/en/knowledge/what-is-a-reasonable-margin-for-your-distributor/
What do resellers care about (MSP – 2018)
http://www.cloudsoftwareassociation.com/2018/10/10/what-a-reseller-truly-cares-about-when-picking-saas-to-sell/
Margins, time frames, company viability

Autodesk best channel partners. https://www.g2.com/categories/autodesk-channel-partners
Symantec Reseller Locator: https://www.broadcom.com/company/partners/ca-technologies/symantec-partner-locator
10% year 1, 8% year 2, 6% year 3

Retail – Cell Phones
8% margin for Apple (most is fulfillment—not promotions or any real selling). Resellers make it up with 50-70% on peripheral products.

Apple iPhone margin: was 6.5% - went to 4.5%. If by credit cart, it is reduced 1.5 to 2%

https://economictimes.indiatimes.com/tech/hardware/apple-cuts-iphone-x-retailers-margins/articleshow/61745641.cms
Samsung – 12-15%

iPhone X – cost $357.50 – sells for $999 (64% margin)

