
CHAPTER 11

The Art of Partnering
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—Ambrose Bierce

GIST
Most companies that were part of the dot-com phenomenon in
the 1990s formed partnerships. These included research
partnerships, marketing partnerships, distribution partnerships,
and sales partnerships. In hindsight, there were more
partnerships than there were revenues.

Companies learned that making partnerships work is
difficult. Both parties wanted two plus two to equal five, but
most of the time they ended up with three instead. The
problem was that the glamour of entering into partnerships
seduced companies into nonsensical collaborations.

Good partnerships should accelerate cash flow, increase
revenue, and reduce costs. Partnerships built on solid business
benefits like these have a much greater likelihood of
succeeding. This chapter explains how to create partnerships
that matter and that last.

Partner for “Spreadsheet” Reasons
Effective partnerships can speed entry into a new geographic
area or market segment, open additional channels of
distribution, accelerate new product development, and reduce
costs.

I call these “spreadsheet” reasons because they affect
your financial forecast. Unfortunately, many companies form
partnerships for reasons that aren’t reflected in spreadsheets,



such as doing it because everyone else is or just for the thrill of
a deal.

“The lesson is clear: if your spreadsheet doesn’t
change, your partnership is worthless.”

For example, Apple and Digital Equipment Corporation
formed a partnership in the late 1980s in response to criticism
of both organizations by the press: Apple did not have a data-
communications story, and Digital did not have a personal-
computer story.

Little came of this alliance—certainly no products that
vaulted Apple into big-business legitimacy or DEC into
personal-computer coolness. I doubt that spreadsheets at either
company were affected, unless it was to increase costs. It was,
at best, a PR ploy to get the press off the backs of both
organizations.

I learned a valuable lesson from that experience: never
partner for the PR.

Apple created a much more successful partnership with a
startup called Aldus Corporation, the publisher of PageMaker.
At the time Apple was floundering because big businesses
perceived Macintosh as a cute little graphics toy, not a
business computer.

Apple needed a killer application that would jump-start
the sale of Macintoshes. Simultaneously, Aldus needed help
selling its software by getting inventory into the distribution
channel, educating retail salespeople, opening major accounts,
and training end users.

Each organization needed the other to increase revenue.
With its sales force, advertising, and marketing clout, Apple
could help Aldus achieve critical mass. Aldus did its part by
providing a compelling reason for people to buy Macintoshes
instead of Windows computers. The Apple-Aldus partnership
created a new market called desktop publishing, and desktop
publishing saved Apple and made Aldus.

http://en.wikipedia.org/wiki/Adobe_PageMaker


EXERCISE
Go back to the bottom-up revenue forecast
that you made in chapter 4, “The Art of
Bootstrapping.” Does the partnership you’re
thinking about cause you to change any
numbers?

Define Deliverables and Objectives
If you accept the idea that the foundation of good partnerships
is spreadsheet results, you’ll understand why the next step is to
define deliverables and objectives, such as:

Additional revenues

Reduced costs

New products

New customers

New geographic markets

New support programs

Training and marketing programs

There are two reasons few companies define deliverables
and objectives: First, the partnership is built on hype, so it’s
difficult to come up with concrete deliverables and objectives.
This is not a good sign.

Second, and less depressing, is that people don’t have the
discipline to establish deliverables and objectives because they
are too busy, disorganized, or lazy—or they are afraid of
measuring results.

Here is a checklist of areas that the members of a
partnership should define:

What will each organization deliver?



When will they deliver it?

What interim milestones must each
organization meet?

You’ll find that by basing a partnership on spreadsheet
numbers and defining deliverables and objectives, you’ll triple
the probability of success.

Ensure That the Middles and Bottoms Like the
Deal
A second fundamental flaw of the Apple-Digital partnership
was that the middle- and bottom-level employees (that is,
where the real work was done) of both organizations didn’t
believe in it.

“The best partnerships often begin when the middles
and bottoms of organizations started working
together before any executives got involved.”

As an Apple employee at the time, I remember thinking,
�:�K�D�W���Z�R�X�O�G���D���E�X�Q�F�K���R�I���(�D�V�W���&�R�D�V�W�����P�L�Q�L�F�R�P�S�X�W�H�U���S�H�R�S�O�H���D�G�G
�W�R���R�X�U���V�W�R�U�\�" It’s safe to assume that the DEC employees were
thinking, �:�K�\���D�U�H���Z�H���S�D�U�W�Q�H�U�L�Q�J���Z�L�W�K���D���I�O�D�N�\���&�D�O�L�I�R�U�Q�L�D
�F�R�P�S�D�Q�\���W�K�D�W���P�D�N�H�V���D���F�X�W�H���J�U�D�S�K�L�F�V���W�R�\�"

If you want to make a partnership work, don’t focus on
drafting a press release and getting CEOs to show up at a press
conference. Ensure, instead, that the middles and bottoms
understand the reasons for the partnership, want to make it
work, and value each other’s contributions.

An announcement, if any, should come after the
partnership is working well. Indeed, the best partnerships often
begin when the middles and bottoms of organizations started
working together before any executives got involved.

Find Internal Champions
Partnerships need internal champions to make them work.
CEOs are seldom effective in this role because most of them
are too busy or are attention deficit—or both. Internal



champions should ideally be a person or a small group who
believes in the relationship and will live or die by it.

Many people have heard of John Sculley, the former
CEO of Apple. Fewer people have heard of John Scull, the
desktop-publishing champion inside Apple, who in 1985 was
the point person for Apple’s efforts in this nascent market.

It was John Sculley who persuaded the engineering, sales,
training, marketing, and PR employees of Apple to help
Aldus. Simultaneously, he worked with Aldus to fill Apple’s
needs for product information, copies of the software, and
analysis of the hardware needs of corporate customers.
Additionally, he proselytized desktop publishing to journalists
and pundits. To both internal employees and external parties,
John was Mr. Desktop Publishing.

If desktop publishing had failed, it would have been
John’s fault. Since it succeeded, it was many people’s idea.
(Such is the nature of a champion’s life.) Here are the key
takeaways from John’s success with desktop publishing:

IDENTIFY A SINGLE POINT PERSON IN EACH
ORGANIZATION. The partnership’s success can’t
be built on a matrix where everyone contributes
a slice of his time. At least one person—and at
most two people—in each organization should
be designated as a champion of the partnership.

MAKE SUCCESS OF THE PARTNERSHIP THE SOLE
GOAL OF THE CHAMPION. For the point people,
nothing but the partnership should matter. Thus,
champions can seldom be executives because
executives always have something else to do.

EMPOWER THE CHAMPION. Making a partnership
work involves cutting across internal
departments, priorities, and turfs. It can require
stepping on people’s toes and getting them to
do things they don’t want to do. Thus,
management must empower the champion with

http://en.wikipedia.org/wiki/John_Sculley


the authority to make things happen. It’s also
helpful to have a name that sounds similar to
the CEO’s.

Accentuate Strengths—Don’t Cover
Weaknesses
A third flaw in the Apple-DEC alliance was that it was built
on weakness: both organizations were trying to alleviate
fundamental gaps in their product offerings. The philosophy
was “You cover up our weakness, and we’ll cover up yours.
Together, we’ll fool everyone.”

A far better philosophy is to accentuate the strengths of
both partners, which was the foundation of the Apple-Aldus
partnership. Aldus made killer software. Apple made killer
hardware and had marketing resources, field salespeople,
trainers, and national account connections.

Cut Win-Win Deals
Because many partnerships are formed between organizations
of vastly different sizes, there is often a temptation for the
larger organization to cut win-lose deals. To make the flow of
products, customers, and money work in a partnership, though,
both parties have to win.

In 1990 United Parcel Service (UPS) and Mail Boxes Etc.
cut a win-win deal.* Mail Boxes Etc. provides packing,
shipping, receiving, secretarial, faxing, and photocopying
services via retail storefronts. UPS invested about $11 million
in the company; here’s how both sides won:

UPS obtained an instant nationwide network of
convenient sites for customers to drop off and
pick up packages. It didn’t have to invest the
time and money to build and run its own
offices.

Mail Boxes Etc. locked in UPS’s business,
averted the competition that would have arisen



had UPS decided to build its own offices, and
gained new business from UPS customers
driving to its stores.

The lopsidedness of many partnerships is not born of
necessity but occurs because the larger entity can muscle the
smaller one into accepting an unfavorable deal. This is a bad
idea for both partners for three reasons:

Win-lose deals won’t last. Oppression has
seldom proven to be a sustainable system.

If you want the middles and bottoms of both
parties to support the partnership, each side has
to see the partnership as a win.

It’s bad karma, and karma is important in
partnerships.

If you’re in a startup, be wary of entering into a win-lose
partnership, no matter how attractive the terms may initially
seem. They seldom work out. If you’re in a big company, rein
in your hormones and cut win-win partnerships. They are the
only sustainable kind.

Wait to Legislate
�)�R�U���F�H�U�W�D�L�Q���S�H�R�S�O�H�����D�I�W�H�U���I�L�I�W�\�����O�L�W�L�J�D�W�L�R�Q���W�D�N�H�V���W�K�H
�S�O�D�F�H���R�I���V�H�[��

—Gore Vidal

Here’s a nontheoretical question. Which comes first: A
meeting of the minds, or the draft of a legal document
detailing the partnership?

Many organizations prepare a draft of a document to get
the discussion rolling. The rationale is that whoever does the
drafting has an inherent advantage. In practice, this is a high-
risk approach for two reasons.

First, if you ask for legal advice or permission early in the
process, you’ll learn that the number of reasons not to do a



deal exceeds the number of reasons to do it. Many lawyers
view their role as the adults there to supervise and to prevent
stupid deals from taking place. Their bias is that a deal is bad
until proven good.

The better method is to agree on business terms before
you bring in the lawyers. Then find a lawyer who wants to do
deals, not prevent them, to create a legal framework. Having
found the right lawyer, you need to establish the right
perspective, which is, “This is what I want to do. Now keep
me out of jail.” This is the antithesis of asking, “Can I do
this?”

The second reason not to ask for a document early in the
process is that the document may take on a life of its own. It
may, for example, be forwarded to an executive who wasn’t
informed that it was “just a starting point for our thinking.”
The unintended consequence is that the document raises
premature red flags in management that derail the process.

Here’s a better approach:

1. Get together face-to-face. Discuss the deal points.
This may take multiple meetings.

2. When you start agreeing, write the points down on a
whiteboard.

3. Follow up with a one-to-two-page e-mail outlining
the framework for a partnership.

4. Reach closure on all details via e-mails, phone calls,
and follow-up meetings.

5. Draft a legal document.

Many people try to go from step 1 directly to step 5—this
is not a good idea. A document should follow a discussion, not
lead it.

Put an “Out” Clause in the Deal
As the Japanese (�V�L�F) say, “Mazel tov”—you’re close to
getting the deal done. Because everybody should win, the last



thing in the world you want is for your partner to be able to
end the arrangement, right?

“[A] safety valve enables everyone to chill out and
work harder to make the partnership function.”

Counterintuitive as this may seem, you should include an
out clause in the deal—something along the lines of “Either
party can end this agreement upon thirty days’ notice.” The
reason is that an easy out promotes the longevity of a deal
because it assures both parties that they won’t be trapped in an
untenable predicament.

This safety valve enables everyone to chill out and work
harder to make the partnership function. Also, people are more
likely to take chances and be innovative when the partnership
isn’t permanent.

Don’t misunderstand my point here: I am not advocating
entering into partnerships that are easy to get out of. I am
advocating that the reason partnerships should be hard to get
out of is because they are valuable, not legalistically enforced.

Get out of the Belly
In the words of Heidi Mason, coauthor of �7�K�H���9�H�Q�W�X�U�H
�,�P�S�H�U�D�W�L�Y�H, trying to form a partnership with a larger,
established organization is like being “stuck in the belly of a
snake.” You may get it done, but in the end you’ll wind up
being just a pile of bones. Thus, it’s important to recognize and
interpret the top twelve lies of partnering (it was too hard to
narrow down to ten).

I don’t like to end a chapter on a downer, but before those
jaws close around you and you are eaten alive, listen for these
lies, spins, and exaggerations.

Big organization says Big organization means

“We want to do this for strategic
reasons.”

They can’t figure out why this
partnership is important.



“Our management really wants to do
this.”

A vice president heard about
the proposal for thirty
seconds and didn’t say no
yet.

“We can move fast.” No one has talked to the legal
department yet.

“Our legal department won’t be a
problem.”

The legal department will be
a huge problem.

“We want to time the announcement of
our partnership with the release of a
new version of our product.”

We’re way behind schedule.

“The engineering team really likes it.” The marketing team is going
to kill it.

“The marketing team really likes it.” The engineering team is
going to kill it.

“The engineering and marketing
teams really like it.”

The lawyers are going to kill
it.

“The engineering, marketing, and legal
teams really like it.” This is too good to be true.

“Our primary concern is whether you
guys can scale.”

You guys are smarter than we
thought.

“We’re forming a cross-functional team
to ensure the success of this project.”

No one is accountable for the
success of this project.

“I’m leaving soon, but I’ve found a
great person to take over my role in
this project.”

We’re screwed.
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FAQ
Q: Since partnerships are supposed to be fifty-fifty, win-win

situations, shouldn’t the other party meet halfway in setting
up meetings, moving the process along, getting its
employees to cooperate, and so on?

A: “Should” and “will” are two different things. You’re
right that the other party should meet you halfway,
but it won’t. If you want a partnership, sale, or
almost any transaction to happen, you’ve got to do
what you have to do. The other party may owe you
a phone call or response, but don’t just wait for it.
Call again. You’ll have to make 80 percent of the
effort to bring something about, so swallow your
pride.

Q: How do I avoid being bullied by my contractual partners if
they are larger, more established, and better funded than I
am?

A: Never believe, or at least never act as if you believe,
that might makes right. For all you know, the
elephant needs your product as much as you need
the elephant. Go in expecting to win but don’t be
afraid to walk if the deal isn’t good for you.

Q: We’re in some partnerships that aren’t going anywhere.
Should we invest the time and money to make them work, or
abandon them?

A: There’s an old medical proverb that says, “Nothing
requires more heroic efforts than to keep a corpse
from stinking, and yet nothing is quite so futile.”*
Focus your energies on partnerships that are
working and new ones that have greater promise.
But before you commit to new partnerships, figure
out why the previous partnerships didn’t work out.
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