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Given the present economic conditions, many companies are working hard to identify new opportunities to reduce cost and increase revenues with little access to additional capital. 

One area that has great potential for in these areas but is receiving little attention for profit improvement in most companies is their alliance channel program.

Over the years, many companies have found that implementing an effective alliance program can be a significant contributor to revenue. It can also be an innovative and interesting way to compete against fast and nimble competitors. Also, if executed correctly, it can allow them to be more cost effective than their vertically integrated competitors.

 In short, a properly managed alliance program can provide both the economies of scale and scope offered by a traditional integrated model of organization. It is no wonder that such alliances are growing quickly in the information technology industry where the environment has included significant competition with rapid change and quick innovation. 

Opportunity to Increase Sales & Profits

However, our research, supported by our experience, concludes that many technology companies have not been very successful in maximizing the sales & profit opportunities available in their alliances programs.

For example, Bonocore Technology Partners recently conducted a review of over sixty high-technology companies managing over 420 strategic alliances partners. We analyzed the present success rate of their programs. 

We asked the company executives responsible for the individual results of each alliance to evaluate their strategic partner’s success in meeting the company’s goals. The results were disappointing. 

The corporate executives who responded reported that less than 13% of their alliance partners are meeting the company’s annual corporate goal expectations. 
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Another significant key finding of the study is that many technology companies do not manage their alliance channel programs as a key strategic core activity of the company.  All too often alliances are seen as outside ‘core’ operations and therefore less deserving of the resources necessary to make them reach their full potential. This is one factor leading to the disappointing results of the executives that we noted above.

One example identified in our study where the alliance program is not viewed as a key core activity is in the alliance partner selection process. Alliances are much more successful when they are the result of a well thought out alliance strategy.  Alliances that arisen suddenly either because they were a response to a sudden move of a competitor, or from an inquiry from a potential strategic partner, or a certain conversation the Chief Executive’s had with another executive were much less likely to be successful.  In these cases, little time was given to examine how these alliances fit into the company’s business strategy. 

One famous example of a company with an effective alliance program is Cisco Systems.  Over the years, Cisco has leveraged its capabilities through a large number of alliances with significant bottom line results. Some Cisco alliances have been their partners for a long time and a number were eventually acquired.  Many people agree that Cisco’s alliance partners were key contributors to their long term success. Cisco never looked at any individual alliance as an end in itself but how they contributed to their overall alliance strategy.

The survey included both product & service companies. As you might expect, many of the alliance partners that were reviewed and were identified as “not meeting expectations” are well known national technology companies.  Many have significant alliance programs and have a long list of alliance partners themselves. 

During this review, we also found that formal measurement systems to gauge alliance success rarely existed.  When they did exist, they were not standardized.  Executives noted that it was very difficult to adopt standard performance measures within their company’s culture. A number of executives noted they only provide generic information about alliances. Many stated that each unit has its own rationale for entering into alliances. Most stated that units have their own criteria for evaluating those alliances. 

While these findings were disappointing to many of our clients, it does identify opportunities for revenue and profit improvement in many technology companies today.  

Another key conclusion in our study was that companies that were successful in managing their alliances to exceed their goals had some common practices. They included:
· The alliance program was considered a “core function” within the company;

· They followed a set of management principles or “best practices” in managing their alliance program: and

·  They managed their alliance program based on an alliance strategy rather than just doing individual “deals”.

Alliance Channel Best Practices Diagnostic

Bonocore Technology Partners has developed an Alliance Channel Best Practices Diagnostic to assist our clients in evaluating their present alliance program and identifying opportunities to increase their sales and reduce their cost. This diagnostic is built around our consultant’s extensive experience and our alliance channel best practices developed through our research in this area.  We work with our clients to evaluate their present alliance program and determine where opportunities exist for profit improvement.  We then assist them in implementing the recommendations.

Presented below are eight questions that we ask from our Alliance Channel Best Practices Diagnostic.  They are:  

1 How vibrant is the administration of the company’s overall alliance program? Does the company have an alliance strategy? Are you continuously looking for alliances that fit into your alliance strategy? Do you periodically evaluate your alliance partners and restructure or eliminate those that are not meeting expectations to free resources for other activities?
2 Does each of your alliance partners support your business strategy? Alliances should be tools to achieve your business strategy. Alliances can have many goals, depending on the strategy. Is it clear how your present alliance fit into your business strategy?  Do you have a process to take this into consideration when considering a new alliance partner? How important is this when evaluating an alliance partner’s performance? Management should realize that it is very difficult to have a “strategic alliance” without having a rational “alliance strategy”. 

3 Have you identified the right strategic partners that can help you win?  Is each of the company’s alliances the right partners to help you win? The company should develop alliances only with those strategic alliance partners that have compatible goals and complementary capabilities with your company. For example excessive dominance by a partner is one way of ensuring failure. Another warning sign of a potential problem is when one partner is bringing most of the skilled personnel and money to the alliance. This may result in that partner being tempted to control the alliance and the benefits to the other partner may be lost. . It is important that when the company evaluates an alliance partners, they should do a careful scrutiny of the values, commitment, and capabilities of the partner’s needs. Some organizations may want to enter into intimate relationships that call for sharing knowledge related to core competencies, while others may want to establish arm's length buyer-supplier relationships.

4 Have you and your partner defined the right focus? Have the tasks and responsibilities in the alliances been allocated in a way that enables each of the alliance partners to take advantage of their strengths and to cover their weaknesses? This could be causing your alliance to be ineffective and costing money and opportunities.

5 Have you define an effective approach to managing your alliances? It is critical that the company implement an effective post-deal alliance management process to control the activities of the effort and measure the results. It can be argued that this is even more important than some of your other company management systems because you are coordinating the efforts of the two partners which add more complexity to the effort. It is also important to have a good management system in place because alliances by their very nature are open-ended and ever changing. If all the terms between two partners could be defined and agreed at the beginning, there is no need for an alliance. You would have signed a contract. An alliance, by its nature, is a structure that enables the parties to make future decisions with continual negotiations. It is incomplete by definition. An organization that values its alliance capability should also implement a process to share best practices among its business units and to develop any special expertise that may be needed. We also look for procedures that identify and mediate any partner and customer conflicts.
6 Have you jointly defined the right incentives & do you conduct an annual evaluation for each alliance. Are there appropriate partner & individual goals in place? Is each alliance being measured and is there an annual evaluation being performed?   It seems to be a law of nature that working together never happens automatically. Many alliances also require integration of their workforces.  There can be differences in compensation and career levels and cultural issues that can create alliance problems. Periodic evaluations are important to make sure that you adjust for changes that are necessary for success.

7 Did you agree on the appropriate partner roles to minimize market and management conflicts between the partners? Are the roles between the company and the alliance partners clearly defined?  In a number of cases, lack of clarity has resulted in less than expected results from the partnership and has also resulted in confusion in the marketplace.

8 Do the partners have a continuous effective working relationship? Is there a record of on-going effective communication between the partners at all working levels? This should include (1) frequent personal contact with onsite visits to maintain open communication, (2) ongoing sharing of any information that is important to the success of the relationship, (3) an understanding that the relationship is dynamic and will change over time and with opportunities, and  (4) an understanding by all participants that the relationship was created to operate with both short and long time-horizons with both  short and long-term gain expectations

How BTP Can Help Improve Your Alliance Program

As an executive in a company who is interested in improving the value from your alliance program and would like to take advantage of BTP’s experience to assist you, our firm can help in a number of ways including:
· Developing a Company Alliance Strategy: Our consultants would work with your team to create a corporate alliance strategy that fits the needs of your overall business strategy.
· Completing an Alliance Channel Best Practices Diagnostic Review: Our specialist will evaluate the company’s alliance channel from a value perspective and make recommendations. 
· Evaluating the Alliance Selection Process & Make Recommendations: In many cases, the present evaluation & selection process being used in many companies can be significantly improved.  Our firm would custom design a more interactive process that meets each client’s needs incorporating your business strategy and best practices learned from our years of experience and research. 
· Completing a Post-implementation alliance award follow up: Our team can follow up with a review after the implementation of the new alliance relationship on to assure that the implementation has been completed according to plan.
· Facilitating Annual Alliance Performance Sessions: These are performance and “lessons learned” sessions from our experience and research with technology companies and their alliance partners. We work with your team and your alliance partner(s) for a one day or two day workshop on an annual basis to review performance and to identify issues and some lessons learned from experiences during the relationship. 
Alliances should be viewed as a win-win for all the parties involved (company, alliance partner, and the customer). They should also be viewed as a long term partnerships that contribute to the long term business strategy of your company. With this view, a company’s alliance program should not be underfunded in terms of personnel, money, or managerial attention.

Given the results of our research, you should consider completing an Alliance Channel Best Practices Diagnostic as a first step in identifying some areas where your company can improve your alliance channel performance.

The “bottom line” is that many companies have a significant opportunity to receive better results from their present relationships with their alliance partners and should consider restructuring the way they select and manage their alliance partners.

However, in either case, the key to an effective, long term and more profitable alliance partnership is providing effective relationship management to the right alliance partner, with the right flexible arrangement. 

To do this, companies must not only do a good job in choosing the right partner but improve their efforts in defining and effectively managing the ongoing relationship. 
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