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“Why Aren’t My Channel Partners Selling More?”

Have you invested substantial time and resource into building a channel partner program and have
minimal sales to show for it?

Do you get frustrated by being unable to diagnose what’s wrong with your channel strategy?
Does working with the channel seem like a lot of work for very little return?

If you answer “yes” to any of these questions, then | think you will find this article worth reading.

Unfortunately Commonplace

In the B2B software business, there is a very long list of failed channel partnerships going back as far as
the 1980s. Many software makers have invested large amounts of precious time and money in trying to
build channel relationships to grow their businesses, only to be disappointed at the dismal business
results that followed.

Why are successful channel partnerships so rare in the software business?

Over the years | have repeatedly heard a very common frustration from software company senior
executives about the lack of value delivered by channel partners. The relationship often starts with
executives from both companies sharing excitement and enthusiasm as they envision the amount of
sales, profit and strategic value that will result from the partnership. Somehow, the positive energy
from those initial meetings doesn’t get translated into the hard work, focus and follow-through required
to realize the benefits that both firms desired.

The purpose of this article is to articulate the major issues in building channel partnerships within the
software industry and to highlight the critical success factors that must be addressed. Proactively
engaging these factors will significantly increase the odds of a mutually beneficial relationship.?

The business issues addressed herein can be broken down into four categories: Profiling, Expectations,
Commitment and Change.

Profiling — A Candid Mutual Assessment

In my experience, the single biggest reason that channel partnerships fail is because the partners don’t
accurately define up front the value that each entity will bring to the relationship. | have too often seen
small software companies get enamored by initial interest from a much larger company — “big dollar

1 This paper will not address the software/technology aspects of channel partnerships. Technical and operational
due diligence need to be done by both parties to confirm that the software and services will be performed as
expected by each partner, given their specific industry or market focus.
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signs floating in their heads” — but fail to define any significant value that they will bring to that larger
enterprise.

You must have a compelling answer to the question “What can we do for them?” — Not just selfish
interest in what they can do for you. The software-as-a-service (SaaS) model makes this even more
critical because the revenue is realized over time. Gone are the days of the big check up-front which
could be shared between the software vendor and the reseller.

Value for the channel partner can be defined several ways:

® |ncreasing sales

= Enabling access to new markets or customer segments

=  Driving professional services revenue

= Complementing their go-to-market strategy and, ultimately
=  Expanding their value proposition

| learned this lesson the hard way in the early 2000s while leading Sales for a small Saa$S software firm.
The Director of Business Development on my team had identified and engaged a very large technology
services company that had thousands of customers who were ideal prospects for our offering. | got so
caught up in the sales potential that | didn’t stop long enough to clearly define how we would add value
to this much larger company. The result was several months of wasted precious time and money with
not a single sale to show for it. If this mutual value and synergy are not defined and agreed upon early
in the relationship, then in most cases the partnership will flounder over time.

Another important element in Profiling centers on the cultural fit between the organizations. Is there
alignment between the mission and values of the firms? What is the view of customers, employees and
other stakeholders? At some point, regardless of the strategic fit and business potential, if the cultures
are incompatible, major issues will emerge.

Expectations — Quantifiable Objectives and Clear Accountability

Once you have identified a short list of potential partners across multiple categories and engaged them
to define and validate the ‘Win/Win’ value exchange of the relationship, the next step is to agree upon
the specific expectations that each party brings to the table. This can be a point where you really begin
to understand just how important the relationship is to each party. When specific figures for sales
projections and customer deals/projects get put on the table, it quickly becomes clear whether the
partners are in the same ballpark about the results that each wants. Absent this type of quantifiable
discussion, it is easy to make assumptions which will do harm to the partnership further down the road.

As business results are agreed upon, it is then vital to define the key steps that must occur to get the
partnership producing. In measurable terms and timeframe, starting with onboarding and training, it is
critical to agree specifically on what will be accomplished by whom and by when. New habits are being
formed in the early stages of a relationship, and if discipline and accountability are lacking, it becomes
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easy to begin making excuses and place blame for things not progressing as planned. Clear and frequent
communication is a critical factor as you work to get the partnership off the ground.

Frequent recurring management-level status meetings will help to ensure that issues don’t linger
unaddressed. Are both parties jointly working toward achieving a mutually agreed-upon set of goals
and objectives over 90-day, 6-month and annual timeframes?

Finally, an implicit part of healthy accountability is the growth in relationships among key players in each
organization. When issues develop, the ability to speak the truth with a spirit of what is best for the
partnership is crucial. This is an example of where cultural differences will begin to emerge.

A recent client of mine had signed up over 70 channel partners during a two year period. Unfortunately,
less than 5 were producing any meaningful sales. When | probed into the root causes, it became clear
that there had been minimal profiling done, no planning or agreement on business objectives and no
accountability for results. What did exist was substantial frustration by senior management.

Commitment — Actions Speak Louder Than Words

As the partnership goes to market, there are a few things that will predict success. First, the mutual
willingness to do what it takes for some ‘early wins’ that validate the relationship and build momentum
is essential. Oftentimes, this means the software company “teeing up” a deal or two for the partner.
While in the immediate term this can have a negative impact on deal profitability, over time it can be
invaluable for the relationship because it demonstrates commitment and builds confidence.

Second, the discipline and patience in doing the hard work of learning about each other’s business and
how to effectively interact, internally and with customers is vital. In essence this means building new
operational muscles — it takes time and a belief that the benefits will come as the partnership gains
traction.

Third, ongoing executive involvement will prove that the relationship is a priority and that the early
excitement wasn’t just arm-waving. If the individuals on the front lines get a sense through the actions
of a senior executive that a channel partner is no longer important, then it doesn’t take long for that to
be translated into deprioritizing that partner’s work, thus jeopardizing the partner’s success. It must be
kept in mind that getting a channel partner off the ground and producing is more about effecting change
in people than it is about the quality of the combined software and services solution.

Change — Embrace It or Play Defense

Success does strange things to people, and thus, to organizations, particularly in channel partnerships. |
experienced this firsthand early in my management career as a Regional Sales Manager for a successful,
highly-profitable, mature software company. In my region, we had a channel reseller whose business
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had essentially been built on the resale of my company’s software. They enjoyed fantastic margins and
didn’t have to do much to keep their customers renewing their annual maintenance contracts. As the
years passed, the relationship turned on itself as the reseller’s primary concern was to maintain the
sweetheart deal they had with our company. Over time, they mistrusted most of the Channel Sales
team and had distorted the role they had played in the success that they enjoyed. Taking care of their
(and our) customers was secondary. The timeless allegory, Who Moved My Cheese? by Dr. Spencer
Johnson, was playing out in front of me.

The nature of the software industry is intense, rapid and ever-changing. During the 1990s when | was in
sales at IBM, Microsoft was viewed as a fierce, aggressive competitor that would stop at nothing to win
business. IBM was viewed as a slow-moving, out-of-touch dinosaur. Fast forward a short 20 years and
Microsoft is being called an elephant that can’t keep up with the rapidly evolving software market. How
many channel partners do you think Microsoft made hugely successful from the early versions of
Windows? Do you think the relationship with many of those same partners went south as Microsoft
struggled to successfully bring new products to market?

In any partnership, over time as both firms realize success in their respective businesses, it is
unfortunately common that the relationship drifts apart. There almost has to be a rebirth centered on
future potential. Successful technology businesses and channel partners have to reinvent themselves
and their mutual commitments in order to thrive and grow.

Where to Go From Here

The good news is that you can immediately change your approach to recruiting and managing channel
partners. The issues and suggestions set forth in this article are all about execution — things you can put
in place early, and then improve and control.

Send me an email if you’d like to discuss how this article relates to your situation or to assess your
current channel challenges, strategy and management. This is what | do, and have done for over 20
years in the software world, and I’'m happy to share any insights that might move your sales team
toward success.

Mike Andrews is a senior sales executive with over 24 years of direct and channel sales leadership
experience at IBM and several VC-backed technology start-ups. He is also the founder and principal of
Revenue Ramp Up™ (www.revenuerampup.com) located in Seattle, WA. Mike can be reached at

mike@revenuerampup.com
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