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Fortune 1  Perspect ive: Strategic Partnering 
 
 
I nt roduct ion 
I ncreasing your com pany’s sales and profitabilit y are key goals for every sm all com pany 
seeking the next  level of success.  But  when resources, in term s of capital and people, are 
sm aller than they need to be, or the m arket  sim ply does not  support  increased investm ent ,  
st rategic partnering is one of the m ost  powerful ways to facilitate business growth.  All 
alliances are st rategic in nature in that  they are specifically intended to increase a 
com pany’s reach, it s revenue and it s profitabilit y.  Business alliances fund a com pany with 
benefit s typically associated with increased cash investm ent , and when m anaged well can 
do so over a short  period of t im e. 
 
The level of funding realized from  st rategic partnerships is based on how well the alliance is 
scoped at  the beginning and how well it  is m anaged m oving forward.   Scoping and 
m anaging a successful partnership is ent irely dependent  on the select ion process used by 
the partners.   The due diligence of choosing a st rategic partner encom passes not  only the 
select ion, but  also the scoping and test ing of the partnership agreem ent , and ult im ately the 
operat ing agreem ent  between the partners. 
 
Partnerships are nothing short  of a m arriage – both partners need to concent rate on 
delivering their end of the agreem ent  to the other party.  Many a relat ionship – st rategic or 
otherwise – end in pet ty bickering or worse, because one or both part ies concent rated on 
m axim izing the partnership for them selves, as opposed to concent rat ing on m axim izing the 
partnership for the other part y.  Com panies need to choose their bed partners well. 
 
 
How  To Partner  
Strategic partnering can take m any form s in term s of dist r ibut ion, technical expert ise, 
m arket  sector expert ise, and so on.  Two of the m ost  com m on st rategic alliances are 
m arket ing alliances and product  alliances. 
 
I n a m arket ing partnership, your com pany and another com pany share respect ive custom er 
bases. This allows your com pany to gain access to another business's custom ers – thereby 
saving t im e, m oney, effort ,  and count less errors – to whom  you can m arket  your products 
and services. As well, depending on the st ructure of the alliance, your com pany m ay earn 
royalt ies or share revenue from  your alliance partner's sales to your custom ers.   I n these 
ways, a m arket ing alliance im m ediately increases your m arket  reach and revenue 
opportunit ies. 
 
I n a product  partnership, your com pany offers another com pany's products to your exist ing 
custom er base, and your alliance partner sells your com pany’s products to it s custom er 
base. Using a product  alliance, your com pany is able to sell products and services without  
any addit ional investm ent  in m anufacturing, product  dist r ibut ion networks, or increased 
inventory.  Most  often, in a product  partnership, each partner direct -ships it s products 
without  the other party being involved in inventory, technical service, and custom er care.  
Your com pany m akes the sale, collects the m oney and divides the sales revenue with your 
partner.  
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Assessing Potent ial Partners 
Your com pany m ust  have a due diligence process with which to assess prospect ive partners.  
Before you enter into an alliance with another com pany, you m ust  be prepared for  at  least  
som e level of due diligence.  I f you are allying with a larger group, the due diligence m ay be 
of your com pany, and you are far ahead of the gam e by preparing for  t his process.   
 
I n m y work in sales and m arket ing and internat ional business expansion, I  am  consistent ly 
am azed at  how lit t le work is actually done in assessing partners.  I t  seem s even in term s of 
internat ional alliances these are often based on hand-shake deals m ade at  a t rade show and 
often without  senior m anagem ent  visit ing the facilit ies of their partners.  

 
W HEN BEI NG AN ALLI ANCE PARTNER I S CRI TI CAL TO SUCCESS 

 
A great  exam ple of a company who has flourished based on it s st rategic partnerships is the small 
Danish com pany, Terma.  Terma designs and manufactures m ilitary and space equipm ent .   The 
Com pany has approximately $130 m illion in annual revenue, and is based 3 hours north of 
Copenhagen in a town called Aarhus (populat ion 250,000) .  
 
Terma has built  it s niche specif ically as an alliance partner.  Not  only have Term a’s partnerships 
been responsible for dr iv ing sales, but  it s alliances consistent ly give the Com pany opportunit ies to 
punch above it s weight  and be involved in large deals, which lead to even m ore opportunit ies.  This 
exponent ial, follow-on effect  of sound partnering is key for com panies seeking to grow. 
 
Terma consistent ly em ploys it s sm all size to it s advantage.  I n term s of it s market  sector,  next  to 
com panies like Boeing and Britain’s BAE System s, it  is an under statem ent  to say Terma is sm all.  
However, according to Term a’s CEO, Johannes Jacobsen, Terma’s size is exact ly what  perm its it  to 
form the partnerships it  does – Terma’s larger partners do not  v iew it  as a threat .  
 
How does Terma succeed in it s role as niche partner? According to Terma:  
 

• I t ’s hom e market ,  the Danish m ilitary,  acts as a feeder channel.   This relat ively sm all hom e 
m arket  allows Terma to learn about  new technologies and large projects in other markets – 
this form s the basis,  and gives Terma the credibilit y ,  for cont racts with other count r ies and 
m anufacturers around the world. 

 
• For it s size, Terma’s product  and technology breadth is large including:  satellite 

technology, elect ronic warfare, aircraft  st ructures, radar,  and informat ion system s and 
telecom municat ions.  I t  is a highly technically com petent  com pany, and its breadth of 
expert ise and abilit y  to deal with a range of technologies are key com ponents. 

 
• Terma concent rates on previous successes.  The Com pany prefers to work with partners 

and customers whom  they have worked with previously.   Trust  is an im portant  ingredient  
in being asked to join an alliance and to winning m ore orders. 

 
• Terma’s people are good at  interact ing with large com plex organizat ions.  The Com pany 

and it s people are diplomat ic,  resourceful and flexible.  Terma makes their custom ers’ and 
partners’ agendas Terma’s agenda.   The com pany views it s success in term s of the 
successes of it s alliances. 

 
Terma’s approach has been referred to as “ sucker f ish” ,  because it  is sim ilar to the Rem ora or 
“ sucker f ish,”  which survives by at taching it self to larger hosts such as sharks and turt les.  This 
sucker f ish st rategy has led to Terma partnering with the likes of Saab of Sweden, Thales of 
France, and with Lockheed and Northrup Grum man of the United States.  
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The m ost  im portant  thing to bear in m ind about  st rategic partnerships is that  you are giving 
access to your products and custom ers, and possibly to your t rade secrets.  At  a m inim um , 
you are providing your partner easy access to your best  talent , as they work and interact  
with your people.  Moreover,  your alliance partners represent  you in the m arket  – you will 
be at  r isk to their professionalism , their act ions, and how they t reat  their custom ers and 
your custom ers.  Due diligence is key, and failure to do so is param ount  to planning to fail.  
 
Again, if your com pany is the sm aller com pany be prepared for a thorough going over, but  
at  the sam e t im e to do not  be bullied or sim ply open your doors because your partner is 
larger or supposedly knows m ore.  I n fact ,  due diligence should be an act ive process direct ly 
involving both part ies. I f your com pany is the lead com pany, be prepared to give your 
potent ial partners a thorough inspect ion before clim bing into bed together.  Before they 
allying, com panies m ust  consider the following about  ALL prospect ive partners:  
 

• Trustworthiness 

• Skill sets and real world capabilit ies 

• Reputat ion 

• Referrals from  custom ers and/ or suppliers 

• Financial health and credit  inform at ion  

• Exist ing alliance partners  

• Confident ialit y and non-disclosure agreem ents  

• Non-com pete agreem ents  

• Operat ing Agreem ent  for the alliance 

The regret table fact  is that  m any com panies do not  perform  even the m ost  basic level of 
due diligence when it  com es to partnering.  Possibly due diligence is a loaded term  and 
conjures im ages big acquisit ions, high priced at torneys and investm ent  bankers.  Regardless 
of what  we call it  – “due diligence,” “partner assessm ent ,” or  a look under the hood – there 
m ust  be a determ inat ion of the capabilit ies and fit , and ideally a com parison of several 
partners.  I n the end, you really need to test  your alliance concept  with each potent ial 
st rategic partner. Once you have m ade your determ inat ion you can refine the term s and 
condit ions of the alliance and then finalize all legal docum ents and operat ing agreem ents. 

Stage of Process I nvest igat ion Level 

I nit ial Screen A small am ount  of informat ion is required on a large num ber of 
potent ial partners. 

Partner Evaluat ion More detailed informat ion – see the Due Diligence List  below – 
on a short  list  of possible partners. 

Negot iat ion/ Partnership 
Cont ract  

More in depth assessm ent  of a specif ic chosen partner or top 
two choices.  Be sure to seek out  addit ional inputs for 
informat ion, beyond published data and what  the partner 
init ially  lays on the table. 
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Below is a basic due diligence checklist . This is hardly an exhaust ive list , and of course 
different  indust r ies and m arkets will have specific points, which m ust  be flushed out .  But  
this list  gets the process started, and provides a basis for com paring one potent ial partner 
to another.   There should be basic screening criteria at  the first  level and as partners are 
screened out  a m ore in depth evaluat ion takes place of the rem aining part ies, while finally 
at  negot iat ion and cont ract  stage a thorough look under the hood m ust  take place. 

Descript ion ¥ 

Last  3 years f inancials and next  2 years pro- forma financials.  

• Cash Flow 

• Profit  and Loss 

• Balance Sheet  

¥ 

List  of em ployees 

• Nam e 

• Job Funct ion 

¥ 

List  of com pet itors  ¥ 

Any market  or demographic research regarding the m arket (s)  or product (s)  being 
covered.  

¥ 

What  is the Company's ownership st ructure?  ¥ 

Are there any problem s with banks or suppliers?  ¥ 

What  are the sales and profit  t rends of the company?  ¥ 

Why is the com pany looking for st rategic partners?  ¥ 

How does the company rank in the market  com pared with the com pet it ion?  ¥ 

What  are the com pany’s selling pract ices?  And what  sales channels do they use? ¥ 

Who are the major accounts? Are there any off- lim its custom ers or regions? ¥ 

I s there any pending lit igat ion, claim s, or liens against  the company?  ¥ 

Are there any union issues?  ¥ 

I s the com pany’s equipm ent  and software up to date;  in good working order or 
obsolete?  

¥ 

Does the com pany’s locat ion aid or hinder it  in it s m arket?  And will the com pany’s 
locat ion aid or hinder your partnership?  

¥ 

Are there addit ional products that  m ight  be added to the partnership? What  stage 
are they in developm ent?  

¥ 

Can a partnership with this com pany be grown without  addit ional capital?  ¥ 
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W here To Get  The I nform at ion 
Get t ing the inform at ion is the m ost  difficult  part  of due diligence.   Published studies, online 
searches, and what  your potent ial partners are willing to share 1)  vary significant ly in 
qualit y and 2)  only go so far in term s of digging into understanding all the r isks.  I f you are 
the com pany being assessed and/ or hoping to at t ract  a specific st rategic partner, you will 
stand out  heads and tails over your com pet it ion – and appear the obvious choice – if you 
have the above details about  your com pany fully prepared and neat ly presented.  Potent ial 
partners will appreciate your upfront  and organized approach to the assessm ent .  Of course, 
m ake sure you have a Non-Disclosure Agreem ent  in place before just  handing it  over.   
 

Sources Pros Cons 

Online Search Easy and good place to start .  Lim ited informat ion.  Often 
num erous and messy results.  

Market  Reports 

Good general overview of m arkets, 
products, pr icing etc.  And can be 
excellent  for determ ining init ial 
target  list .  

Can be expensive and often too 
high level to give real insight  
into a prospect ive partner ’s 
business. 

Suppliers 

Often int imately aware of m arket  
t rends and the players in the 
indust ry.  Usually very open 
because they view you as a 
potent ial new customer. 

I nformat ion can be lim ited 
because many suppliers do not 
want  to badm outh their 
customers. 

Custom ers 

A vital source of inform at ion, 
especially in term s of service, 
organizat ion, and professionalism .  
Note, form er custom ers can often 
provide m ore insight  than current  
customers.   

To be thorough you m ust  speak 
with both current  and form er 
customers.  Your prospect ive 
partners may not  want  to give 
you access to their  custom er 
base. 

Dist r ibutors 

Most  often have good insight  into 
m arkets and the com panies that  
serve it .   Here again, former 
dist r ibutors can be a great  source 
of informat ion. 

Prone to com plain of “ lack of 
support ”  and could v iew you as 
a threat .  

Com pet itors  
Hands-on experience and in- the-
field knowledge of the market .  

Usually diff icult  to gain access.  
Somet im es tainted against  their  
fellow com pet itors. 

I ndust ry Experts 

Best  found via t rade associat ions, 
indust ry publicat ions, and t rade 
shows.  Most  often are anxious to 
speak and share inform at ion. 

May view you as a potent ial 
client ,  or even charge for their  
advice. Somet im es over-
posit ive. 

Em ployees 

Em ployees – m iddle m anagem ent  
and staff specif ically – are m ost  
fam iliar with the nuts and bolts of 
the com pany’s operat ions and with 
the quirks and capabilit ies of 
senior managem ent .   Look 
specif ically for form er em ployees. 

Can be very diff icult  to get  your 
prospect ive partner ’s 
agreem ent  to interview their 
em ployees.  When you provide 
access to your em ployees you 
are opening up headhunt ing 
opportunit ies.  
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Conclusion 
There are m any ways to partner.  Think crit ically and know clearly what  you are t rying to 
accom plish via the partnership.  Choose your list  of prospect ive partners accordingly, and 
with care. 
 
To be successful, an alliance m ust  benefit  all mem bers to m aintain a st rong level of interest  
and working cooperat ion throughout  the ent ire term  of the partnership.  Each partner 
should seek to m axim ize the other party’s results. 
 
Rem em ber, due diligence protects your com pany’s assets, proprietary t rade secrets, it s 
reputat ion and, above all, your relat ionships with exist ing custom ers. 
 
I nform at ion sources are plent iful, but  all have their downsides, r isks, and problem s for  
accessing them .  Do not  over rely on a personal relat ionship or on any single source in 
drawing your conclusions about  a prospect ive partner. 


