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Introduction

Berbee Information Networks Corporation is a Madison, WI based provider of computing hardware, software, networking, services, and support. Berbee is a Cisco Systems Gold Certified Partner and the Cisco Global IPC Partner of the Year for 2004. The Berbee Software operates as an independent software vendor (ISV) that develops applications for the Cisco Internet Protocol Communications (IPC) platform. Berbee’s broadcast product, InformaCast™, is a paging system that uses Cisco IP phones, Berbee’s patented IP speakers, powered over Ethernet, analog speakers, and PCs to extend a customer’s paging system beyond offerings delivered by traditional paging systems.
This case study examines the sale of Berbee’s InformaCast™ paging system to the San Ramon Valley Unified School District of Northern California. The case study outlines how integrating a software application to centralize the school district’s paging, clocks, and bells with the Cisco IPC platform created a “bundled solution” that enabled the school district to reduce construction costs and gain the ability to centrally manage paging, clocks, and bells for all district buildings. Additionally, it positioned Cisco’s IPC platform as a robust platform for applications-based solutions as opposed to being just another telecommunications system. It also positioned Berbee with the education market with a new vertical for their ISV offerings.
Problem Statement
The San Ramon Valley Unified School District (SRVUSD) encompasses the Northern California communities of Alamo, Danville, Diablo, Blackhawk, and San Ramon as well as a small portion of the cities of Walnut Creek and Pleasanton. It is comprised of thirty-one schools serving more than 21,000 students in Kindergarten through Grade 12.
Two district offices and twelve schools are using the Cisco IPC platform for voice communications. Two existing schools slated for “modernization” and several schools under construction will also utilize the Cisco IPC platform. SRVUSD has traditionally used Bogen Communications’ stand-alone two-way analog public address (intercom/paging) systems, school master clocks, and bells in each of its schools. The primary objective of the school district was to reduce the construction costs of new schools and the modernization costs of existing schools. Additionally, the SRVUSD wanted to meet the following technology-related objectives:
· Address the inability to perform simultaneous large-scale paging or emergency broadcasts across multiple (or all) schools in the district

· Solving the challenge of keeping all clocks, in all the schools synchronized

· Overcome the challenges of scheduling and activating bells in all schools from a central location

· Eliminate the costs associated with the inability to remotely manage the Bogen system

· Providing a less complicated and easily manageable system for the local school principals
Earlier in 2005, the school district was planning the installation of the Cisco IPC platform in three existing schools, primarily for Voice over Internet Protocol (VOIP) applications. Due to significant growth in the student population, the school district decided to modernize an additional school and build one new school bringing the total number of schools included in the project to five. However, budget constraints were forcing SRVUSD to reduce construction and project costs. Additionally, SRVUSD was using portable classrooms during the construction period and needed flexible and less costly paging, clocks, and bells systems capable of using the existing Ethernet cabling infrastructure used by the data and telecommunications systems.
Solution

Two years ago, SRVUSD was designing new schools and was researching replacement systems for the Bogen Communications product suite when it came across Berbee Software and the InformaCast™ application. However, the application was in its early stages of development and lacked some of the features that SRVUSD was seeking. Last year when SRVUSD began the construction phase, Jon Threshie, SRVUSD’s  Director of Information Technology, contacted Berbee to inquire about the state of the InformaCast™ application. He discovered that Berbee had made significant additions to the InformaCast™ application and it was deployed across over 650 customers worldwide. Additionally, SRVUSD needed several custom-type speaker enclosures to match their architectural plan. Berbee provided consultative services in partnering with SRVUSD to outline the requirements for building a complete paging-clocks-bells system for the school and Berbee then responded by developing the required components.
SRVUSD, Berbee, and ExtraTeam (SRVUSD’s Cisco Channel Partner) teamed to implement and integrate the a complete solution for the school district that included the InformaCast™ application, speakers with the customized enclosures, clocks, and bells with the Cisco IPC platform. The solution included:
· A central server at the district office hosting the InformaCast™ application

· InformaCast IP (Power over Ethernet (PoE)) speakers, clocks, and bells

· InformaCast Software hosted on a single central server to control all clocks, speakers, and bells at the five schools where InformaCast™ systems are deployed
· A browser-based interface to access the system remotely and set bell schedules, synchronize clocks, and manage the system
Benefits for SRVUSD
The San Ramon Valley Unified School District realized several benefits from the implementation of the bundled solution including:
· Reduction in construction project costs, including the labor associated with the installation of the traditional speaker, clocks, and bells systems
· Reduction in labor costs for changing clocks during a Daylight Saving Time (DST) transition
· Elimination of two cable backbone infrastructures and associated conduit

· Twisted pair infrastructure for Bogen System

· Hard copper three-wire infrastructure for the clock system  

· Flexibility and economy of an Ethernet based system during construction where portable buildings are used for classrooms and administration.

· Moving the paging, clocks, and bells solution development, implementation, and management from the facilities maintenance and operations department into the IT department

· Web-based remote systems management capability that does not require technicians to make field visits to the schools
· Ability to implement other applications such as on-line attendance taking and automated message broadcasting and notification to integrate with InformaCast™
· Easier to train and enable the principals to use the software based system

· Customer recovered the cost of solution by the end of the construction period through the savings achieved in cable infrastructure and project labor.

Solution Costs and ROI

The total cost of the solution (excluding Cisco IPC product and the server hardware and software) to SRVUSD for the five schools was $320,000.00. This cost includes application maintenance and software upgrades for the life of the solution. The cost breakdown for SRVUSD equates to approximately $750.00 per classroom. The cost of the traditional solution was approximately $1400.00 per classroom bringing the savings to the customer of approximately $650.00 per classroom (or forty-six percent).

Berbee Software developed the application over a period of several years and has sold variations of the solution to almost 650 customers who use the Cisco IPC platform. It took approximately four years for Cisco to include the InformaCast™ application on the Cisco price list. Berbee started the development of the product with a single engineer working half time. It took Berbee two years to transition the InformaCast™ application from a niche product to a product that generates a dependable revenue stream. Today Berbee has five engineers dedicated to the development and support of the product set including 24X7X365 support. The current cost of development, sales, and support is approximately $85,000.00 per month (or $1.02 million per year).

Generally speaking, the cost of the solution to the customer includes a license for the software and a one year maintenance agreement. The cost of the maintenance agreement on an annual basis is approximately fifteen percent of the cost of the software. The maintenance agreement includes software support and feature upgrades on an annual basis.

According to Berbee, if a Cisco Channel Partner were to sell the InformaCast™ application as a part of a bundled solution and aggressively price the solution, the Channel Partner may realize between twenty percent and thirty-five percent in gross profit margins from the initial sale of an InformaCast™ system. The Channel Partner would also earn recurring licensing and maintenance agreement revenues and revenues associated with any enhancements of the Cisco IPC platform. The Channel Partner may also generate revenues from the implementation of applications-related infrastructure (e.g. servers and storage devices) and applications-related professional services.
Length of Sales Cycle

The sales cycle for this opportunity was approximately four months from customer contact to contract. The sales cycle was compressed due to the existence of the Cisco IPC platform and also the prior engagement between SRVUSD and Berbee.
Length of Implementation Cycle

The total implementation and integration cycle for the bundled solution was approximately three months. This included the implementation of the cable infrastructure in the portable buildings, applications server, InformaCast™ application, speakers, clocks, and bells. Although Berbee and SRVUSD are still fine tuning the system, Mr. Threshie considers the system to be fully functional.
The Lifetime Value of a Solutions Customer

After the implementation of the InformaCast™ solution, Mr. Threshie, SRVUSD’s  Director of Information Technology, realized that SRVUSD could use the Cisco IPC platform and its existing telecommunications circuit infrastructure as a conduit for other applications across the entire installed base of IP phones. Some applications under consideration include on-line attendance taking, using Reliance Communications, Inc.’s SchoolMessanger™ application to automatically broadcast messages and notifications to defined groups such as parents, teachers, and students, and installing listening agents on students’ computers for a “broadcast to PC” application.

From Berbee’s point of view, the solution’s performance and the savings realized by SRVUSD have provided future opportunities to implement the InformaCast™ solution in twenty-six additional schools. Berbee has also discovered approximately thirty other opportunities in the education market and has a pipeline of approximately 100 other opportunities for the InformaCast™ solution.
Mr. Ken Bywaters, Vice President of Voice Products for Berbee provided the following answers to the questions related to customer retention (loyalty) and the lifetime value of a solutions customer:

1. Please state why you believe that the customer will buy more instances of the Berbee solution? Have they made comments/commitments to buy more? 
a. SRVUSD has a modernization plan to renovate or build between three and seven schools every year for the next several years. Berbee and ExtraTeam are working with the district to extend the InformaCast™ solution to five or six more schools in the summer of 2006. 
2. Why wouldn’t a customer buy another vendor’s solution in subsequent years after you have sold them the Berbee solution?
a. If they could easily do that, we wouldn't really be selling a solution so much as a commoditized end point. Only our speakers integrate cleanly with our server. An analogy would be if a customer installed the Cisco CallManager with 100 phones and tried to add 100 Avaya phones to it later. It won't work. 

3. If the customer does buy more, how much additional (in revenue or percentage of the initial sale) will the customer buy in subsequent years?
a. It depends on the modernization and construction plans but a good guess with K-12 is that the sale will be roughly 100% of the previous years' sale since they tend to work in similar size "chunks" each summer.

4. Our research seems to indicate that customers are more loyal to Channel Partners who sell solutions – i.e. the probability that a customer will buy again in subsequent years from a solutions selling partner as opposed to a product only or systems/network integrator is much higher. From your experience, do you believe that this statement is correct/true? If so, what are the characteristics of selling solutions that make customers more loyal?
a. I do believe that is true for two reasons. One, if a partner sells a solution that works then the customer is likely to be more trusting of the partner. Secondly, a customer buys because Partner is the only one with a particular product and the Partner can organize a project around the product best. Customer loyalty also seems to spill over to other customers. We're about to close deals with two school districts close to SRVUSD even though we did not meet with them until late in the deal process. They had heard what SRVUSD was doing and wanted to check it out for themselves.
Summary

The integration of Berbee’s InformaCast™ application with the Cisco IPC platform changed San Ramon Valley Unified School District’s view of the IPC platform from strictly a VOIP and voice messaging system to an applications-based business solutions and services delivery infrastructure. 
Bundling third-party applications and products enables Cisco and its partners to shift the rationale for the Cisco IPC platform as a replacement of phone systems and long distance savings to a platform for solving the customers’ problems, gaining efficiencies, and reducing implementation and operations costs. Additionally, it allows the partners to sell into higher levels of the organization, position additional Cisco IPC products, and increasing their profit margins through the delivery of non-Cisco applications and services.
Berbee is also selling the InformaCast™ solution to be used in emergencies, to customers who do not yet have the Cisco IPC platform. When these organizations decide to migrate their telecommunications infrastructure to VOIP, they are more likely to consider the Cisco IPC platform because the InformaCast™ solution is designed exclusively for the Cisco IPC platform.
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