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In every sector of the economy, there is a new normal. It has been
developing for many years — as always brought about by technological
advances. Business models are increasingly based on consumption, not
ownership. Services and information are built into products. Customers
expect similar experiences across all channels of interaction and want to be
in control. Concerns about privacy and security of data increasingly enter
into every decision — from whether or not to ask your doctor about a health
concern to where you bank.

Welcome to the era of connected ecosystems.

New competitors emerge every day from unseen quarters. Incumbents
struggle to shift their businesses from legacy cash cows to emerging new
models. Some will — many will not. Resiliency and the courage to be bold
and think big are essential in the face of ever-changing market dynamics.
The challenge is that decisions have to be made quickly and with
incomplete information. If decisions were black or white, they would be
easy. The challenge —and where opportunity lies —is in the gray.

Traditional build-buy decision making cannot address these dynamics. It
simply isn’t possible to control all the sources of innovation, routes to
market — or the customer. While the capital markets currently favor
acquisition, the dynamics of a marketplace in flux demand that partnering
be considered equally and in many cases favored over building or buying.

The problem is that in most companies, the executive suite doesn’t
understand partnering. Yes, partnering gets lip service. But it rarely gets its
due in the strategy discussion and it is not appropriately resourced. Nor do
organizations truly have a partnering capability that allows them to
assemble the right portfolio of partners and manage it, leveraging the
collective resource pool to deliver customer value -- and create and capture
value for themselves and their partners. As a result, about half of
partnering efforts fail to deliver intended results. That success rate has
remained constant regardless of the tools, processes, and skill-building
efforts of the alliance profession. It simply isn’t acceptable any longer.

It is time to recognize that the partnering status quo is inadequate. Adding
a dedicated partner management group or groups, building traditional
reseller channels, and licensing intellectual property can only go so far
when these efforts remain outside of the core strategic decision-making
process and the mainstream of operational thinking. They are add-ons,
“bolted on” to the core business, and thus do not get the resources and
focus required for success.

As the great Peter Drucker said in 2001, “The greatest change in the way
business is being conducted is the accelerating growth of relationships
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based not on ownership, but on partnership.” It is time to fully integrate
the mindset, skillset and toolset of partnering into the DNA of organizations
— to “bake it” into strategy development, resource allocation and the
execution of strategy, which is the day-to-day operations of the business.
From the executive suite to the field, across business units and functions,
and in metrics and financials, the partnering gene must be developed if
organizations are to thrive in the new normal of the era of connected
ecosystems.
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The acronym SMART traditionally refers to a goal setting methodology — to
set SMART goals means that they are specific, measurable, actionable,
relevant (or realistic) and time constrained. The belief is that SMART goals
are more specific and thus easier to use in charting a path to success than
goals that are more vague or open.

SMART Partnering is a methodology designed to forge a path to successful
partnering. These endeavors can take the form of one-to-one alliances,
multi-party efforts across and within a connected ecosystem or any other
form of entity-to-entity collaborative engagement. It is a “baked-in”
approach that looks at what it takes to produce measurable success from
every corner of the organization.

Partnering efforts that are SMART are defined as:

e Strategic — Partnering is a purposeful component of strategy
development, resource allocation, and strategy execution

° easurable — Strategic value of partnering is assessed in ways that
are directly tied to business outcomes; are meaningful and relevant
to stakeholders; incorporate measures of individual alliances and
the partner portfolio overall, as well as the effectiveness of the
partner management function

e /gile — The partnering program proactively identifies and quickly
adopts necessary change in both the portfolio and organizational
capability in order to drive the three-way value proposition
between the company, its partners, and their mutual customers

e Resourced — Appropriate resources are allocated throughout
business units, geographies, and functions to manage the portfolio
and ensure the mindset, skillset, and toolset of partnering is
developed and maintained at a level commensurate with the needs
of the portfolio

e Total — Partnering is incorporated into every aspect of the
organization, from the executive suite to the field, from strategy to
the supporting functions, and every employee knows how to work
with an external partner

When SMART, everything that has been learned about how to be
successful in partnering undergoes a strategic transformation from siloed,
often disjointed efforts focused on activities, to a comprehensive, all-
encompassing approach that is joined up with the priorities of the business
units, geographies, and functions and tied together by a common platform
(See Figure 1).
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WHAT IT IS WHAT IT ISNOT

TRATEGIC Partnering strategy embedded in A collection of business plans for individual
corporate strategy relationships
Top down and bottoms up, aligned with Fragmented relationships across business
business unit and geography priorities units and geographies

EASURABLE Credibly engages the business in Alliance metrics, scorecards, or health

measuring the impact of partnering on checks
business outcomes

GILE Nimble, adaptive, seeks out Segmented, rigid, bureaucratic, siloed,
opportunity, proactively identifies risk insular
Able to scale up or down as required

ESOURCED Optimized portfolio, balanced “Tin cup” to get budget, the “ugly
investment in core, expansion and stepchild”
innovative initiatives Afterthought in budgeting
Staffing and capability development Setup for failure
included in the operating budget

OTAL Mindset, skillset, toolset of partnering Stand-alone alliance management group
embedded throughout the organization Strictly a toolbox of “best practices”
A consistent platform that ties efforts
together across the enterprise

Figure 1- What SMART Partnering Is and Isn’t

Partnering begins and ends with the needs of customers and the
experience they have with your business. It is purposeful in its endeavors,
while allowing discovery of new opportunities.
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The components of SMART Partnering are best described by referencing
the classic three-part strategy framework: strategy development, resource
allocation, and strategy execution, also known as operations (See Figure 2).

Embed Partnering Integrate
Mindset, Skillset, Partnering Into
and Toolset Across Corporate

the Organization Strategy

Optimize the Partner
Portfolio and Resources
for Maximum Impact
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Figure 2 — SMART Partnering Strategic Framework

Strategy Development

Business leaders frequently find that their company’s partnering strategy is
nonexistent or isn’t aligned with current corporate strategy. In some
instances, strategy is no more than a business plan for a specific
relationship. Yet, an explicit partnering strategy is essential when
companies are increasingly dependent on partnering to drive innovation
and growth.

The partnering strategy development process is both a top-down and
bottoms-up effort. Top-down, it takes its cue from corporate strategy
where overall objectives are set and core build, buy, ally decisions are
made. It's remarkable that so many companies lack an explicit partnering
strategy when partnering is a de facto component of most companies’
strategies today. It is not uncommon to find that over 50% of current
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revenue, product pipeline and corporate spend is with entities considered
“partners.” Yet partnering often remains the third wheel in resource
allocation decisions. Traditionally, companies ask, “Should we build or
buy?” If neither of those decisions is a great one, then partnering is
considered.

This dynamic is increasingly a relic of the past. According to the PwC 2014
US CEO Survey, 42% of CEOs intend to enter into one or more strategic
alliances in 2015. Frost & Sullivan reports that more CEOs cite strategic
partnerships as their number one growth strategy. A recent IBM report
adds that 92% of Chief Marketing Officers (CMOs) are increasing the use of
external partners and 68% of Chief Information Officers (ClOs) are
partnering extensively to bring new capabilities to their organization.*

With SMART Partnering, ally has an equal seat at the table to fill gaps when
conditions specific to the organization indicate partnering is the better
choice. Sometimes, partnering is the only choice, especially when
complementary technologies or embedded service and information within
a product are required to meet customer expectations. Companies now are
exploring new growth opportunities and wading into new business models
required by connected ecosystems—and turning to partnering executives
for strategic leadership.

Partnering executives must develop intelligence about the ecosystems a
company wants to participate in and how to leverage and connect them
across business units and geographies, identifying the “white spaces” of
opportunity. This requires the partnering professional to be the expert in
understanding corporate objectives — and also have on-the-ground insights
into the strengths and weaknesses of specific potential partners as well as
his or her own organization. Connecting these pieces of the ecosystem is a
key value-add of today’s partnering executive.

Most organizations already have a partner portfolio. However, many don’t
really have a good grasp on the value it represents, where it is profitable
and where it is not — nor how to better leverage it. Thus strategy must also
be bottoms-up, examining the existing portfolio relative to corporate
strategy and the more focused priorities of business units and/or
geographies. Before partnering strategy can be developed, an assessment
of the existing portfolio is essential. A comprehensive portfolio review
should encompass financial and other strategic value, as well as the
complexity, time and effort, and the risks of working with any partner or
group of partners. Insight from this portfolio review informs the “bottoms
up” view of partnering strategy.

1 Good to Grow, 2014 US CEO Survey, PricewaterhouseCoopers, 2014; Strategic Partnerships: Accelerating Growth
through Principled Partner Selection and Proactive Relationship Management, Frost & Sullivan, March 2013, and Why
partnering strategies matter: How sourcing of business and IT services impacts financial performance, IBM Corporation

2013.
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Once partnering needs are understood from the standpoint of both
corporate strategy and the existing portfolio, a specific partnering strategy
is developed. This defines why, what, how and whom to partner with as a
means to achieve corporate objectives, both by optimizing the existing
partner portfolio and purposefully and simultaneously culling and adding to
it:

e  Why — Describing the customer requirements and opportunities
that must be met in order to succeed, as well as the competitive,
technological and economic forces driving the desirability of
partnering. Why focuses both on gaps to fill and white spaces to
occupy

e What - Identifying the strategic value the company seeks through
partnering and the program through which value is created and
captured. Strategic value can be categorized as:

O Growth — Access to customers, entrance to new geographies,
technology that creates new revenue streams, additional
capacity

O Productivity and profitability — Insight, knowledge, technology
that enables operational efficiency

0 Advantage — A “lock” on customers or talent, validation from
association, exclusivity or other arrangement that blocks a
competitor, or access to intellectual property that provides
something competitors lack — however fleeting that might be

o Who — Describing the characteristics of desirable partners and the
optimal makeup of the partner portfolio — as well as investment
strategies for each component of the portfolio

e How —Addressing the organizational capability to identify
appropriate partners, establish agreements to work together with
a multi-faceted value proposition (company, partner or partners,
and customer), and manage the collaboration throughout lifecycle

A comprehensive partnering strategy guides where to increase or reduce
investment. It decides which companies to partner with, and for what
purposes. And it defines the mindset, skillset, and toolset required to
manage the portfolio. For partnering executives, this is an opportunity to
work with executive leadership — notably the Chief Strategy Officer (CSO) —
to ensure that partnering is integrated into and aligned with corporate
objectives and business unit/geography priorities. Without this, partnering
remains an afterthought.

Resource Allocation

Partnering initiatives often break down when it comes to resource
allocation. There is a persistent practice — however misguided — that
focuses most attention and resources on “doing the deal.” The assumption
is that all the value creation happens at the initiation of a partnership and
little or no effort is required to capture that value. In other words, just do
the deal and all else falls into place.
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Nothing could be further from the truth. Instead, an “execution gap”
develops (See Figure 3) as an insufficiently resourced alliance or
partnership advances through its lifecycle, which can be described simply
as Get, Startup, Execution, and Transition. Partners are engaged, but they
stay siloed and not incorporated into go-to-market planning or product
development, so programs aren’t resourced. Governance is left to chance.
In industries and companies where an alliance professional is assigned to
the partnership, such as in long-lived co-development and co-
commercialization efforts, one individual may have responsibility for too
many partners to do justice to the effort that went into developing the
relationship.

4

Time and Investment

Figure 3 — The Execution Gap

Without sufficient investment in partnering capability, people don’t know
how to work with partners. As a result, they are sub-optimized. This can be
caused by simple lack of utilization or, for example, not knowing how to
approach difficult conversations correctly, which allows disputes to fester,
wasting time and energy to resolve. The leverage and the value intended in
even the most-well-developed strategy is not realized if there are
insufficient resources allocated to the pursuit of partnering objectives.

Because partners require resources, too many partners providing the same
form of value will unnecessarily consume resources without suitable
return. Conversely, the portfolio must include sufficient partners that
provide all the sources of value envisioned by the strategy. Thus regularly
examining the performance of the portfolio relative to strategy provides
guidance on how resources should be allocated. Should more be invested
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in certain partners or partner types? Maintain status quo? Perhaps
transition out of the portfolio or reduce to a low-touch model of
management? This is particularly important when one partner bears more
of the cost, if there are milestone payments involved, or if engaging with
the next new partner requires upfront payment.

In the era of connected ecosystems, agility is a highly valued quality.
Forward-thinking initiatives are required to transition from legacy business
models to new, innovative models. The partner portfolio and the resources
allocated to the effort provide a canvas for experimentation. With the right
strategy and portfolio composition, a company can purposefully invest in
its future. There are numerous innovation models that exist, but most
allocate about 70% of effort on the core business, 20% to extend and
expand current efforts, and 10% to innovate.

Thus, sufficient, skilled resources must be allocated not just to manage and
leverage existing partners, but also to optimize the portfolio to align with
strategy. These are not easy decisions. SMART Partnering provides a
clarifying lens to see through the complexity — the gray — and makes the
right moves much easier to discern.

Strategy Execution

A well-developed and sufficiently resourced strategy can still fail unless
those who are charged with executing that strategy day-to-day have the
proper mindset, skillset and toolset. Today, too few people at all levels of
an organization see partnering as a strength, not a weakness, and are
skilled at the behaviors required for successful partnering. Additionally,
unless a company was built with partnering at the core of its business
model, its operating procedures (SOPs), incentives, metrics, and even
career paths were developed without consideration of working externally.
Indeed, the ability to work externally is one of the chief concerns of CEOs
who truly understand what successful partnering requires.

Embedding partnering into an organization’s DNA — its way of working, its
culture — takes leadership in every meaning of the word. Senior executives
must model good partnering behavior by:

e Speaking of we, not us and them

e Eliminating “Not Invented Here” Syndrome

e Emphasizing that not all the smart people work for our company

e Requiring strategic alliances to have business plans, with specific
goals and objectives

e Expecting alliance-based P&Ls and other financial reporting

Senior leaders should also speak publicly of partners and their importance
to the organization, look for opportunities to bring partners to company
product launches, speak at partner events, and co-author thought
leadership pieces with partner executives, for example. There are many
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opportunities to tangibly demonstrate the importance of partnership —and
these are essential activities.

In addition to leadership that models an appropriate mindset, effective
strategy execution in a partnering environment requires that everyone in
an organization have some partnering skills. The ability to navigate internal
and external boundaries, to know what information can and should be
shared and what should not, is increasingly valued.

Leadership doesn’t end with senior executives. Working with field sales
teams and scientists in the lab demonstrates again and again that field
and/or development personnel — who work on the front lines, where sales
get made and innovation occurs — look to the behavior of their direct
managers to determine the degree of collaboration expected of them. If
the managers don’t collaborate, neither do the workers.

In a partnering situation, collaboration is the ability to coordinate activities
and communicate information in a trusting and transparent manner so that
resources can be leveraged to achieve mutual benefit. Collaboration is not
compromise. In compromise, the parties settle, leaving value on the table.
In collaboration, the pie grows. 1+1 doesn’t just equal 3; it equals 10 or 20.
The distribution of value is fair relative to resources committed and risks
assumed. Collaboration is also efficient, working to find innovative
solutions that give each party as close to 100% of what they want as
possible.

In the era of connected ecosystems, being innovative in leveraging partners
— to the benefit of all concerned -- requires new engagement models, both
internally and externally. It must be total — throughout the organization.
Fully integrating partnering (See Figure 4) into an organization starts, as
we’ve seen, with corporate strategy. Partners participate in growth and
innovation, sharing accountability for the development of offerings and
capabilities to serve the empowered customer. The internal organization is
mobilized to support new routes to market and new research and
development partners and to ensure that systems provide end-to-end
visibility. Measurement of partnering activity and results must be tied to
business outcomes as resources are deployed by business units to achieve
their objectives — which in turn are aligned with corporate strategy.
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Corporate Strategy

Management Deployment |

Shared Accountability
sawoo)nQ ssauisng

Internal Organization
Figure 4 —Integrating Partnering

Partner Management

Each of these components of strategy execution requires effective partner
management to drive the essential “one-team mentality,” keeping a
holistic picture of the ecosystems, collaborative networks, and strategic
alliances in which a company engages. Until now, partner management has
unwittingly been complicit in the “bolted-on” approach. It has been its own
silo in many companies, not fully integrated with the business units or front
line sales and delivery personnel. Where there are joint research and co-
development partnering activities, it has been better integrated, but often
doesn’t have visibility at the highest level of the organization. Reporting of
the impact of partnering gets lost. In some instances the partner
management function is dismissed as irrelevant because it isn’t engaged
with the field or aligned with business units. No one knows what it does or
believes the metrics it reports.

If partnering is to be integrated across the organization, then the
partner management function needs a new focus, a new lens on the job
— a strategic partner management foundation. It is a model in which risk
is managed and value created by implementing four building blocks
within the context of a company’s strategy, culture and ecosystem (See
Figure 5). Those building blocks are:
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e Purposeful Leadership — Proactively utilizing expertise about
the ecosystem, industry, partner(s) and company to consider
the implications of action and inaction and challenge the status
guo to mitigate risk and realize value

e Collaborative Engagement — Aligning internal and external
stakeholders by communicating effectively, using relationship
currencies to influence actions and bridging boundaries and
differences

Purposeful Collaborative
Leadership Engagement

Measurable Agile
Outcomes Governance

Figure 5 —Partner Management Foundation

o Agile Governance — Strategizing and planning, decision-making,
problem-solving, and accountability that keeps the partnering
activity focused, able to take advantage of opportunities and
respond to challenges

e Measurable Outcomes — A regimen that measures the quality
of partnering processes, vitality and outcomes, together with a
view of the portfolio and impact of the partner management
function, provides for ongoing improvement

This focus aligns partner management with the business units, geographies

and key support functions guiding partnering efforts to produce outcomes
the business outcomes seeks.
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When something is black or white, it is easy to see what to do. There is a
simple, right or wrong answer. A linear thought process is sufficient. When
something is gray, decisions are more challenging. There is greater risk and
uncertainty. Complexity reigns. Good judgment, based on sound
assumptions and underlying knowledge, is essential. Many variables and
the interrelationships among them must be considered.

In the era of connected ecosystems there are few black and white decisions
— simply because everything is connected! An action taken by one part of
an organization has a ripple effect on another. Third and fourth order
effects can have huge, unforeseen consequences. The partner network
must be overlaid on top of the organization hierarchy, joining and enabling
seamless transitions from one part of an organization to the other.
Boundaries between internal and external are blurred — sometimes simply
erased. Reality is gray.

Therein lays the opportunity for success, for growth and profitability, for
advantage. Therein lays the gold for companies who embrace the gray that
defines partnering today and strategically transform their efforts from the
fragmented, “bolted on” approach to the “baked in” SMART Partnering
approach (See Figure 6). Integrate partnering into corporate strategy. Build
and resource a partner portfolio that provides the strategic value required
to achieve corporate objectives. Embed the capability — the mindset,
skillset, toolset of partnering — into the company’s DNA. Making partnering
a strong component of the company’s persona means that it can be scaled
up or down as required. Long term investment in new business models can
be balanced with maintaining the core so that companies can transition
from their legacy cash cows to the new models that define the new normal
in every sector of the global economy.

Corporate Objectives

Partner . Partnering
Alignment

Portfolio Capabilit

Corporate
Partnering
Strategy

Figure 6 — Baking In Partnering
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Reject the Status Quo

There is no question about it. Partnering is a required business discipline in
the era of connected ecosystems. Companies can decide to keep doing
what they are doing — and get the same results. Or they can embrace the
strategic transformation represented by the SMART Partnering
methodology and realize the breakthroughs that lead to the gold that is in
the gray.
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SMART Partnering is an alliance of partnering experts dedicated to
improving partnering success. Formed in 2013 by Atlanta-based
Alliancesphere and Boston-based The Rhythm of Business, its combined
methodology integrates partnering into strategy development, resource
allocation, and strategy execution.

With more than 15 years of operational, consulting, and academic
experience as pioneers in multi-industry partnering across the value chain
and around the globe, the partners have combined forces to guide global
companies to realize partnering gold in the gray of the era of connected
ecosystems.

Offering repeatable methodologies, groundbreaking measurement
frameworks developed specifically for the intangible value of partnering,
and customized action learning to engage both senior executives and the
next generation, the SMART Partnering Alliance offers an unmatched depth
and breadth of expertise to help companies reject the status quo and
realize breakthrough success in their partnering efforts.

Authors Jan Twombly and Jeff Shuman are the principals of The Rhythm of
Business, Inc. Lorin Coles is co-founder and CEO of Alliancesphere, LLC.
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