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The 

Marshmallow 

Test 

ÁStanford 1970, 

Walter Mischel  

ÁRepeated around 

the world  

ÁStudies on Delayed 

Gratification with 

children (4-6 yrs)  
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The Deal:   

Á1 Marshmallow now 

ÁOr 2 if you wait 

 

Á2/3 of kids ate the 

Marshmallow 
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The Follow-up:   

Á~18 years later 

ÁChildren who 

waited had better 

life outcomes  

ÁSAT Scores, 

Education, BMI  
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Cloud Partner Economics  

ñSelling cloud and managed services is a new business 

model.  

If you move too quickly to a recurring revenue stream 

model, you will be greeted with cash flow challenges.  

If you move too slow, youôre out of the game.  

Itôs all about timing,ò  

Edison Peres, Ciscoôs senior vice president,  

Worldwide Channels.  

June 2013 



Cloud Resale Economics Example 
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Deal Size 

Traditional On-Premise Application Cloud Application 

$100,000 

Partner 

Revenue  

Partner 

Gross Profit  

Note ï This is a fictitious example 

and does not represent IDC 

research data 

35% Margin 

or $35,000 

$100,000 

$40,000 

Year One  

$40,000 
Year Two  

(Possible) 

$40,000 
Year 3 

(Possible) 

35% Referral Fee or 

$14,000  
Possible Year Two Fee, and 

oné  

35% Referral Fee or 

$14,000  
With a referral fee, revenue 

and gross profit are the same. 
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Deal Size 

Traditional On-Premise Application Cloud Application 

$100,000 

Partner 

Revenue  

Partner 

Gross Profit  

Note ï This is a fictitious example 

and does not represent IDC 

research data 

35% Margin 

or $35,000 

$100,000 

35% Referral Fee or 

$14,000  
Possible Year Two Fee 

35% Referral Fee or 

$14,000  
With a referral fee, revenue 

and gross profit are the same. 

ÁHow about if the invoice is paid 

on a monthly basis?  

ÁWhat does month one look like?  

$3,333 
Month 

One  



The Cloud / MSP Trough 
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Today Past  Future 

Revenue 



The Cloud / MSP Trough 
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Today Past  Future 

Revenue Revenue Shift + 

Investment  



Reasons To Go To The Cloud 
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FEAR 



Fear 
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ñWe would probably make more 

money if we could keep 

everybody on on-premise.   

 

But that's not going to happen.ò 



Fear 
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ñI think that if we don't partner 

with [our vendor] and do this, 

then somebody else is going 

to take our customers.ò   



Fear 
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ñWe are not making money in our  

cloud business right nowé 

For us to compete in two years, if we 

donôt have a few references and a few 

case studies and a few like, óyeah, 

weôve done it and here are the scars,ô 

weôre going to lose those deals.ò 



Fear 
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ñCloud is the Future.ò   

ñThe stats on the 

market are clear.ò   



The Third Platform? 
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