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Today’s IT and Telco channels are going through a major transition, both at the vendor and 

partner levels. While the industry has always been in a state of change, this period is 

significantly more intense with new business model requirements, different competitive 

pressures, changing routes to market and a major shift in the customer buying journey. 

This hasn’t been an easy shift. With estimates of over a third of all partners shutting down 

or getting acquired since the great recession of 2008, as well as demographic shifts that 

predict 40% of the remaining partners retiring over the next 7 years, several new 

influencers are emerging to capture customer opportunity. In fact, CompTIA predict that 

75% of the industry will be comprised of millennials by the year 2024. 

The macro trends around cloud and mobile have produced an oversized, and unpredicted, 

change to how technology decisions are made at end-customers. Ten years ago, according 

to Gartner, over 90% of technology decisions were made by CIOs and IT departments. 

Today, the number has flipped where lines of business (LOBs) make 72% of decisions. This 

is predicted to grow to 90% in the next few years. 
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The challenge for partners in this shift is that their relationships have historically not 

been with business leaders and they are being shut out of these discussions. For 

example, the VP of Sales or Marketing may be leading major technology initiatives, 

without the support of internal IT. This used to be called rogue or shadow IT, but is 

now the new normal. 

As partners scramble to become relevant in these decisions, there is a hunger to 

build the skills and services capabilities to add value to the lines of business. 

According to recent research by CompTIA, upwards of 43% of channel firms are 

exploring or actively shifting to new vendors to help them make the transition. 

For vendors trying to protect their base of partners, or for those that are trying to 

disrupt their competition, this Definitive Guide to Keep Your Channel Partners 

Engaged was created. Understanding these channel trends as well as the top 16 

reasons partners are dropping vendors, will ensure you avoid common traps and 

build a robust program that will drive success both today and tomorrow. 
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The channel is spending much more time building its own brand and value proposition to 

the market. In the early days, it was enough to call yourself an IBM, Compaq or Microsoft 

partner and have the business flow in. Today, partner executives are building (or buying) 

sales and marketing talent to be the trusted logo in front of the customer.

As they move away from hardware and software license revenue streams, the need for 

incremental customers quickly becomes apparent. In fact, CompTIA predicted that 46% of 

channel firms require a heavier contribution of net new business to even stay flat. Partners 

are generally cautiously optimistic about the cloud and the future, but understand that 

changes are needed in their business model and employee skill base.

There are several reasons for the optimism starting with the cloud opening new doors for 

product and services sales, and the technology industry itself growing over the next 5 years 

as every company pursues digital transformation efforts of their own. Complexity has 

always driven margin and the SaaS world introduces an abundance of that. 

The Channel 

Matures And 

Displays 

Optimism
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Customers are also more comfortable with managed services, which fits well in the 

monthly recurring revenue model of the cloud. Internal IT departments are not 

shrinking, they are just being optimized to work on business strategy and critical 

operational projects. The need for a trusted advisor (or several) is as high as ever.

The customer demand for vertical experience is also increasing. In fact, vector skills 

such as sub-industry, line of business, sector, geography and technology 

specialization is driving the opportunities in the next 3-5 years. 

Vendors will not be able to cover all of these bases themselves. In 

fact, the demand for technology is rising, but in many smaller 

chunks. Gone are the days of massive RFPs and multi-million 

dollar service engagements. Much of the work in the lines of 

business is project based and counted in the thousands of dollars.



The change in the customer buying journey is causing pain among partners that are slow to transform. 

As mentioned earlier, a third of all partners have exited since 2008 and the remaining ones, who are 

aging themselves, may not have the energy to turn things upside down in their business.

The channel has always seen new competitors on the horizon. For example, adjacent professionals in 

markets such as Telco, Pro Audio/Video and Print have been converging on IT for the past decade or 

more. This time the competition is different.

We are seeing new “shadow channels” enter the market focused on the line of business buying journey. 

Disparate groups such as SaaS ecosystem partners, industry based consultants and service providers 

(think accountants, marketing agencies and legal firms), independent software vendors (numbering in 

the tens of thousands), born in the cloud experts and even startups are having an outsized influence on 

line of business professionals as they implement technology to drive their business forward.

With the strong growth in the number of vendors, reaching almost 100,000 today, most do not have 

channel programs built and are taking the business direct. Partners are also reporting that larger 

vendors are also taking more business direct causing more conflict. Most of the growth is in SaaS 

charging a small monthly fee per user. The channel is seeing upwards of a 5X multiplier on service 

attach, but that is not replacing lucrative hardware and software license deals from the past.

However, It’s Not All Positive
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Another trend challenging the channel is on skills. Historically, there was 

always a risk of vendors stealing key employees. Now with every company 

(in every industry) going through a digital transformation, the demand for 

technical skills has never been more intense. This is causing a run-up in 

salaries, a more transient workforce, and the business challenges 

delivering consistent skills in a service delivery world.

The cloud, combined with peer groups and social media, have given 

customers unprecedented access to pricing, features, and capabilities. This 

transparency has eroded margins and taken away that “special sauce” 

local partners protected in years gone by. Most of IT is now commoditized 

to the point of disadvantage for partners – and they are looking for vendors 

to help them.

Customers have many more purchase options and have become self 

sufficient in areas where partners would have specialized only a few years 

earlier. Because it is browser or mobile driven, the technology itself has 

become easier to deploy, manage and support internally.

7

New Challenges Ahead



Given all of these changes, partners are still 

cautiously optimistic and generally loyal to their 

current line card of vendors. In fact, 84% of 

partners are mostly or very satisfied with their 

vendor relationships according to CompTIA. 

This doesn’t mean they are staying put. As mentioned earlier, 

43% are exploring new vendors and actively growing their line 

cards. Vendors are losing a bit of control over partner loyalty as 

they embark on polishing their own brands in the marketplace and 

build the sales and marketing capabilities to be truly standalone 

entities. This changes as the size of the partner grows, from 

SMB’s always looking to shake things up to large vendors being 

very measured in their approach.

There have been changes in what partners find useful in channel 

programs recently. Early program staples such as business and 

technical training, assigned channel account managers, and 

vendor certifications are less useful than in the past.

These are key considerations for vendors as they place program 

bets going forward. It is important to look at the reasons why 

partners leave, and make the necessary changes in the channel 

program to keep them enabled, engaged, and loyal.

Are Channel 

Partners 

Really 

Happy?
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16 Top Reasons

WHY CHANNEL PARTNERS 

LEAVE THEIR VENDORS



A Forrester Research study shows that Ease of Doing 

Business with a vendor sits near the top of channel 

partner requirements. If you ask the average partner, 

they could tell you quickly the pains they have in 

managing vendors. Some even go as far as hiring vendor 

managers to make sure they are capitalizing on 

monetary programs, keeping up to date with changes, 

and maintaining strong relationships.

Large and confusing web portals, a revolving door for 

channel account managers, and inconsistent priorities all 

drive dissatisfaction and could be the impetus for 43% of 

partners looking to shake up their line card.

More Choices 

Every year, new vendors are targeting your 

partners. Making sure products, processes, and 

programs stay relevant is key to protecting your 

current channel base. It has been estimated that 

vendors will outnumber partners in a few years with 

the explosion of SaaS and IoT vendors coming to 

market.

As a partner specializes by industry, line of 

business and technology, will you stay relevant as 

hyper-focused startups and software vendors 

attack these niches? Is your messaging keeping up 

to speed with the changing customer buying 

journey?

Personalization
Do you make your partners feel unique? Is your marketing team 

thinking about the four R's- Recognize, Remember, Recommend 

and Relevance? If you still look at your channel program in a 

triangle with large partners at the top and small at the bottom, 

perhaps it is time to change.

New partner programs look more like a grid or mesh, of different 

specialties, markets, business models, value chains, etc. Replacing 

the old silver / gold / platinum triangle is a persona based structure 

that creates an individualized perception of incentives, 

communication and support.

It's Not Easy
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Monthly phone calls are not enough. Do your 

partners have access to ALL information needed in a 

consistent, easy to access and relevant fashion? As 

mentioned before, partners are busy creating their 

own brands and traditional spray marketing is 

becoming less effective.

Complexity

Is your pricing and product configuration intuitive and 

easy to understand? Do your promotions, incentives, 

rebates, MDF, and/or SPIFF's make sense? Many 

partners have gone to the trouble of hiring a vendor 

manager just to cut through the noise and clutter.

Along with ease of doing business, the complexity of 

how the partnership works and what is expected on 

both sides is a major dissatisfier of partners, large and 

small. If the program can’t be explained on one piece of 

paper or a short elevator ride, consider simplification. 

The attention economy is limiting the time a partner will 

focus, so making the most of it is critical.

Money

Will your partners make enough money? Does the 

myriad of offers make sense financially for the vendor 

and the partner? Is it the right incentive for that 

geography, segment or market? These are critical 

questions and one of the main reasons that partners 

leave a program – it doesn’t make financial sense.

This isn’t a simple answer. Each partner is different 

based on the grid above and while some will be happy 

just getting access to the downstream service 

revenue, others will look for a full set of front and back 

end margin opportunities to support the sales and 

marketing they are doing on your behalf.

Communication
Even the need for assigned channel account 

managers is becoming less important as 

partners expect vendors to understand their 

business and build a communication model that 

is very specific to the partner and the job role of 

the receiver.
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Innovation 

Vendors that do not evolve will be fighting for a 

smaller portion of the transactional market. Investing 

in new technology is no longer an option, it is a 

must. Innovation goes well beyond the products 

being offered. It needs to extend to the program, 

processes, tools, and execution.

In many cases, vendors with less robust products 

have won in a market because of the innovation of 

the channel team to create a frictionless 

environment for the partner.

Conflicts 

According to research by Canalys, up to 62% of 

channel partners reveal that channel conflict is their 

biggest concern when selling cloud products and 

services. SaaS companies start as direct selling 

companies as they prove their concept to investors and 

build a repeatable sales model. This DNA can 

unfortunately persist once a channel program is put in 

place.

Having a written (and adhered to) rules of engagement 

with senior management support is critical to keeping 

partners engaged and loyal. Partners know that 

conflicts are bound to happen and look closely at how 

they are addressed and resolved.

12



Products

It's not always about what products you sell, it is 

about selling the business outcome that your 

partner wants. Experience over engineering. With 

the shift of the customer buying journey to the lines 

of business, this is even more critical today.

Your product may be designed for the healthcare 

market, but how does it add business value to the 

VP of Marketing at a mid-size ambulatory clinic 

trying to drive more leads? More importantly, how 

do you make sure your partner is in that discussion 

and has the right talking points?
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Performance 

Do your partners understand their targets and 

objectives? Are they able to see KPI's showing how they 

are measuring up against those in real time? Many of 

them have improved their own business processes to be 

much more agile in the market and are looking for 

vendors to follow.

The ability to design, deploy, track, evaluate and change 

offers, promotions and sales programs in real-time will 

differentiate a vendor from the rest of the pack. The 

utilization of big data and data science in 

channel programs will separate the 

winners from the losers in the next few 

years.



How consistent is your partner experience? Do 

they have access to a single location for all 

partner needs? Is your portal intuitive? Is the 

data they see relevant and in real time? 

One of the biggest frustrations partners have is 

the revolving door of people, programs and 

even processes at a vendor. Every minute 

spent on figuring out changes is a minute they 

can’t bill a client for and the world is moving to 

fast to have constant change on your line card.

Pre / Post Sales Support

Not getting access to the right resources at the right time 

can slow down deals and even worse, cause partners to 

look elsewhere. Having an intuitive tool that keeps a 

partner supported throughout the entire sales cycle is 

critical.

The channel relies on speed and accuracy, as well as an 

increased level of self-service in managing channel 

programs. If everything is manual and human-centric in 

your program, it is time to reassess.

Training
More than just feature / function / price, partners 

are looking for training on how the product fits 

into sub-verticals and lines of business as well as 

how it integrates with the plethora of other 

players in that niche.

There has been a move away from generalized 

business training and certifications into real-world, 

customer driven integration training. Have your 

systems and collateral kept up to this key pivot?

Consistency
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Co-Marketing / Co-Selling

Partners are striving to become more self-

sufficient with their sales and marketing efforts 

as well as building their own brand in front of 

the customer. With that said, if you have hosted 

a partner advisory council lately, you would hear 

the need for more leads and opportunity 

sharing.

The channel loves to pool resources with 

vendors to drive awareness in their local 

communities or in their niche markets. This can 

be as simple as a branded piece of collateral or 

a joint sales call list. Vendors are finding more 

creative and effective tactics all the time and 

partners are usually very good at telling you 

what works in their market.

Cost

A recent CompTIA survey put cost of 

membership as the #1 reason that partners leave 

a vendor program. Keep in mind that this may 

not be an annual fee as in the past, but the cost 

of maintaining the program on the line card.
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It can also include the cost of finding, 

training and keeping the talent to 

support your product. A final cost that 

partners talk about is opportunity 

cost. The cost of focusing 

energy and resources on 

your program over 

something else.



Specialization

As partners are transforming their businesses to service 

companies focused on specific industry vectors, they 

are looking for vendors with turnkey solutions that are 

already branded, messaged, and backed up with 

customer case studies.

The old “all things to all people” approach to programs, 

incentives, products and people is quickly being 

replaced by specialization in sub-industries, lines of 

business, sector, geography and technology.
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NEXT STEPS
The good news is that channel partners have traditionally been a loyal 

bunch. However, the massive changes in the industry and with their very 

survival threatened, everything is on the table. Unlike losing a customer 

opportunity, a partner will usually not advise you of the defection. You 

may see an unexplained decline in revenue, either slowly or immediate, 

and not catch it in time for anything other than a post-mortem.

Significant competitive advantage can be achieved by deploying modern 

channel technology tools and changing the game by recognizing the 16 

points above. Channel Mechanics can help. We offer a suite of Channel 

Enablement tools for Vendors selling through the channel. 

Visit Channel Mechanics to schedule a demo or contact us for more 

information: 
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Learn More

http://www.channelmechanics.com/


Curious? Please get in touch with any queries we can help with:

Web : www.channelmechanics.com
Email : info@channelmechanics.com

Tel:
US: +1 (855) 637 8820

Europe: +353 (0) 91 394488
Australia: +61 (0) 404 835 176

About Channel Mechanics

Channel Mechanics is an Enterprise Software as a Service (SaaS) provider that has

developed a suite of Channel Incentive Program Management Solutions (CIPM) to

help vendors manage and maximize sales through their channel.

Founded in 2011, our mission is to transform channel program execution...design,

deploy, track, evaluate and change offers, promotions, sales programs and

incentives in real-time.

Request Demo

http://www.channelmechanics.com/
mailto:info@channelmechanics.com
http://www.channelmechanics.com/request-a-demo

