
The IAMCP guide to 

partnering with Microsoft

International Association of
Microsoft Channel Partners

TM



02

P13 Tech Intensity  

P15 Beyond the Cloud  

P11 Satya Nadella putting his mark on Microsoft 

P18 Microsoft´s Financials

P20 Conclusions

P21 Chapter 3. Co-opetition

P22 Competing in the cloud world

P10 Chapter 1. Vision, Mission & Strategy  

P14 Achieving more for the world  

P12 Windows becoming the Edge of the Cloud: 

P12 Aligning to customer success  

P05 Foreword: Symbiosis with Microsoft

P12 Microsoft´s Paradigm Shift  

P09 Introduction 

P14 Reimagining our world together  

P16 Conclusions 

P16 Lessons for Partners  

P17 Chapter 2. Microsoft´s Business Model Changes. 

P18 The Satya Era: All about Cloud & Services

P20 Lessons for Partners

P21 How competing has changed under Nadella

P23 Competing in the AI world

P24 Lessons for Partners

P25 Chapter 4. The Microsoft Culture

P27 Conclusions

P27 Lessons for Partners

P25 The Nadella Effect

P24 Conclusions 

10

17

21

25

Contents



03

33

39

45

P31 The One Commercial Partner Organization 

P32 Lessons for partners 

P33 Chapter 6. The Microsoft Partner Strategy  

P34 A unique partner sales model 

P34 Different partner types  

P28 Chapter 5. How Microsoft organizes 

P29 The Microsoft organizational setup and the cloud world

P30 The Commercial Sales Organization  

P32 Conclusions 

P33 Introduction  

 Microsoft Consulting Services

P43 Channel incentives

P39 Chapter 7. Required knowledge to 

P40 Microsoft Competencies

P41 Licensing

P42 The Cloud Solution Provider Program

P45 Chapter 8. Working with 

P37 What should a partner do?

P38 Lessons for partners

P44 Conclusions

P38 Conclusions

P46 July 2020 Reorganization

P39 The Microsoft Partner Network

P47 Lessons for partners

P45 Intro

P44 Lessons for partners

P45 Overview

P35 Pre-Cloud partner Business models 

P37 Microsoft´s partner strategy summarized

 partner with Microsoft 

P47 Conclusions

Contents

28



04

48

55

69

61

64

P48 Chapter 9. Define your strategy 

P63 Lessons for partners

P54 Conclusions 

 Challenges in working with Microsoft 

P63 Conclusions

P61 General best practices

P70 What Is IAMCP?

P64 Chapter 12. International Association of 

P55 Operationalizing your strategy with Microsoft

P64 About the IAMCP

P49 ISVs

P51 The Modern Partner 

P53 The Distributor

P54 Lessons for partners 

P55 Chapter 10. Operationalize 

P58 Plan, Execute & Govern

P60 Lessons for partners

 Microsoft Channel Partners (IAMCP)

P65 Partner2Partner or P2P

P60 Conclusions

P66 IAMCP P2P Framework

P68 Lessons for partners

P61 Chapter 11.  Best Practices & 

P69 Chapter 13. Closing Remarks

P53 The Asset Heavy provider 

P68 Conclusions

Contents



05

Microsoft is a vast organisation and thereby has a complex 

relationship with the market. We, as partners, feel it at a local 

level when partners deal with the subsidiaries, at regional level, 

when dealing with the regional leadership, and at international 

level whenever we try to get some attention from corp.

Symbiosis with Microsoft
or Darwin's advice to the IAMCP Member

 

Take the normal relationship between Microsoft and one 

individual Microsoft Partner. Microsoft needs the reach that 

individual partner adds to its business and the partner benets 

from being able to use the technology to just resell it, or add 

some IP, services, or whatever else on top of it. The perfect 

symbiosis, I would say. Yet, every so often, when both try to maximise their benet, conict can arise. I have 

witnessed this relationship go south on many occasions. And, so have you. If you are a Microsoft employee 

reading this I can almost feel you reminiscing about that occasion when you felt the partners had been 

unfaithful to you, and if you are a partner reading this, I bet you are now thinking about that moment 

when you felt that Microsoft had moved on and left you behind. 

In an organisation as large as Microsoft I can only guess that, when it decides to move in one direction, 

and if time is scarce, the move begins without much notice and in the expectation that we will all follow. In 

my experience in the past years while leading IAMCP, I found out that Microsoft does listen, and I have 

always felt that being listened to was highly correlated with what you have to say, the way you say it, and 

probably with whomever you chose to be your spokesperson.

But even these organisations need and nurture symbiotic 

relationships with smaller ones. Finding the spot where that 

symbiosis occurs is what is sometimes difcult.

A professional association like IAMCP is not a worker's union. This is difcult to encompass when you have 

members whose businesses depend, in a large part, on the relationship they have with Microsoft and see 

you as a means to voice their concerns, claims and disputes. Members, on many occasions, want IAMCP to 

push for what they believe to be most pressing at a given moment. My main concern, at all levels of IAMCP 

where I served, has always been to remove the focus on the short-term topics and place it on the long-

term. We don't discuss the license discount; we want to contribute to the discussion of the next pricing 

model. I have also always believed that our energy is best spent in preparing the partners to adapt to 

future market conditions, instead of ghting existing market conditions, which are to be understood. And 

managed.

Foreword
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It is a great honour to be invited to write the foreword, but most of all it is a great privilege to be able to 

offer this book to you. Chapters 1 to 4 describe Microsoft. The vision, the mission, the business model, all 

you need to know, condensed in 25 pages. Chapters 5 and 6 describe the way Microsoft has organised 

itself to work with Partners. And nally, chapters 7 to 11 describe what you need to do in order to become 

successful in this relationship. Every chapter is wrapped up with a section named “Lessons for Partners”.       

I have read the whole book, but if you need to skip parts, these sections are the wrong ones to miss.

When I nished, I thought to myself, “I wish I'd had the opportunity to read this book when I started my 

company 10 years ago”. My grin revealed the many mistakes I had made and could have avoided. But 

being a partner veteran, I still got value out of the read, as Michiel's perspective is very crystalline and 

revealing.

Hope you like it, and value it as much as I did.

Lisboa, 19 July 2020

Take note that this book is ephemeral. The moment we release it, it will require updates as we are fortunate 

enough to operate in a business environment that changes and evolves rapidly. Adaptation is key and 

most, if not all of us, have experienced it many times over the course of the last decade. The cloud business 

model has changed our companies and we are still here because we are fast learners.

So, when we heard Michiel Van Vliet was putting the enormous experience he attained while working at 

Microsoft in many international positions into writing and coordinating the relationship with Microsoft for 

partners, we knew this book was going to be a great asset to our community.

Sérgio Baptista

Foreword
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Additionally, I wanted to write a book for partners without it being a marketing outlet for Microsoft. 

Originally the subtitle of the book was a ´practical´ guide to 

successful business partnering with Microsoft but I soon gured 

out that what was needed for this book to be useful was to 

create something that would not be completely out of date in 

one scal year. Therefore, I have tried to stay away from short 

term and very timebound tips and tricks as much as possible 

and have tried to take the long view. 

The idea to write the original book came to me during 

Microsoft´s Inspire event in July 2017. Microsoft announced a 

major reorganisation and I decided to write an article on 

LinkedIn analysing the reorganization and what it would mean 

for partners. 

This book will help you understand how to build or transform your business together with Microsoft. This 

book is intended to be helpful both to companies that want to start to work with Microsoft and existing 

partners that want to improve the outcomes of their business working with Microsoft. For existing partners, 

it is important that we dive into how things were before just to put some of the changes into perspective. I 

hope that for the new partners this doesn´t become too complex or boring. 

In less than two weeks' time, I had over 20.000 views and more 

than 5.000 of those came directly from Microsoft employees. 

Other partners at the conference challenged me to write a book 

to help them, so during my holidays in August 2017 instead of 

reading books, as I normally do, I started writing one. 

One specic call out I would like to make is that this is not just a book for alliance or channel managers.  If 

you want to be successful in a partnership, you cannot abdicate the strategy and the management of that 

partnership to the alliance person. It needs to be a top down and bottom up approach. This book is for 

CEO´s, CMO´s, Practice managers, CTO´s and partner roles. Everybody in your organization that has 

something to do with Microsoft can benet from reading this book.

From the author
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I have shared the rights to the content of this book with the IAMCP.  You can use the content under 

Creative Commons Attribution-Non-Commercial 4.0 International (CC BY-NC 4.0) which means you are 

free to:

If you want to be successful with Microsoft, you must understand in detail the Microsoft strategy, 

organization, culture, roles, incentives, and scorecards. You must understand the Microsoft way of doing 

things. 

This version is a very reduced version of the original book which was published in July 2018. I have 

updated the book in August 2020 and the IAMCP MIST committee has reviewed it for which I am thankful. 

Share — copy and redistribute the material in any medium or format

Adapt — remix, transform, and build upon the material

Michiel van Vliet

Attribution — You must give appropriate credit and indicate if changes were made. You may do so in any 

reasonable manner, but not in any way that suggests the licensor endorses you or your use.

Under the following terms:

Madrid, August 2020

Non-Commercial — You may not use the material for commercial purposes.
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IAMCP MIST Committee

This version has been reviewed by the IAMCP MIST committee. The IAMCP, or International Association of 

Microsoft Channel Partners, is an independent organization of Microsoft partners founded over 25 years 

ago. The MIST committee, or Microsoft Strategy Team is a global committee of the IAMCP that works 

closely with Microsoft to understand the Microsoft strategy and helps the local and international chapters 

work better with Microsoft. 

Happy Reading!

This guide is an updated and abbreviated version of the book ´Refresh the Road Ahead´ which was 

published in July 2018. the full version of the 300-page book goes deep into the Microsoft strategy, how 

Microsoft organizes, what the Microsoft corporate culture looks like, etc. Furthermore 40 award winning 

Microsoft partners where interviewed for that book. 

Introduction
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Vision, Mission & Strategy 
Depending on your age, you might still remember one of Microsoft´s rst mission statements, a PC on 

1every desk and in every home.  This was all about democratizing computing for the masses, from 
2consumers to Small and Medium Business to large corporations.

With the reorganization that Ballmer started in July 2013, Microsoft changed to a mission of creating a 

family of devices and services for individuals and businesses that empower people around the globe at 

home, at work and on the go, for the activities they value most.

How did the Microsoft mission change under Nadella? Microsoft moved from being a devices and services 

company under Ballmer to being the productivity and platform company for the mobile rst and cloud 
4rst world.

A common mistake that people made at the time was calling Microsoft´s mission Mobile rst, Cloud rst. 

Satya has always stated that Mobile rst, Cloud rst is a World View. The mission was being the 
5productivity and Platform Company.

During the Ballmer era, the Microsoft mission was to enable people and businesses throughout the world 
3to realize their full potential.  

10

Chapter 1
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The 2017 scal year was a year of consolidation and renement. The most important change was Microsoft 

expanding its articial intelligence (AI) efforts with creation of new Microsoft AI and Research Group in 

September 2016.

1 Satya Nadella (Microsoft´s CEO since 2014) in Hit Refresh, his book that came out in Oct 2017, refers to this mission statement more as a goal than a 

mission statement “A computer on every desk and in every home, which Bill (Gates) and Paul (Allen, Microsoft´s co-founders) had introduced forty years 

earlier as the company's mission, was actually more of a goal—an inspiring one for its era”

5 Nadella in Hit Refresh, chapter 3: “Worldview is an interesting term, rooted in cognitive philosophy. Simply put, it is how a person comprehensively sees 

the world—across political, social, and economic borders. What are the common experiences we all share? The question I had been asking before 

becoming CEO, why do we exist, forced me to change my tech worldview, and, similarly, now every leader at Microsoft was changing theirs as well. We 

no longer lived in a PC-centric world. Computing was becoming more ubiquitous. Intelligence was becoming more ambient, meaning computers could 

observe, collect data, and turn that feedback into insights. We were seeing an ever-increasing wave of digitization of our life, business, and our world 

more broadly. This was made possible by an ever-growing network of connected devices, incredible computing capacity from the cloud, insights from big 

data, and intelligence from machine learning. I simplied all of this and encouraged Microsoft to become “mobile-rst and cloud-rst.” Not PC-rst or 

even Phone-rst.”

3 Steve Ballmer, Microsoft´s CEO from 2000 to 2014

On September 29, 2015, Microsoft announced changes to the way it 

reported its nancial results in order to be more aligned with the three interconnected ambitions. The new 

reporting structure aligned with how Satya organized the business and how Microsoft thinks more about 

ecosystem monetization than pure licenses or hardware sales. 

Fiscal year 2015 was Satya´s rst full scal year at the helm. Some 

renements in strategy were the grouping of reporting structure 

around three interconnected ambitions; Reinvent productivity and 

business processes, Build the intelligent cloud platform and Create 
 6more personal computing.

4 In Hit Refresh chapter 3, New Mission, New Momentum Nadella explains the journey of how he came to establish this mission.

Themes that started to be emphasized were commercial cloud and run rate. In addition, Satya started to 

mention ubiquitous computing and ambient intelligence. 

July 2014 – June 2015.

In his 2015 shareholder letter, for the rst time Satya started mentioning highlights which are focused on cloud, 

usage and consumption. 

6 Microsoft's scal year starts in July.  

Satya Nadella putting his mark on Microsoft

Organizing the nancial reporting around the Three Ambitions. July 

2015 – June 2016

Moreover, this was the rst time Microsoft described the framework it uses to talk about digital transformation: 

engaging customers, empowering employees, optimizing operations and transforming products.

2 You will see Satya Nadella use the word democratizing quite a lot. The latest incarnation is in democratizing AI for the masses. 
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Microsoft´s Paradigm Shift
July 2017 

7 Inspire is the new name for what used to be the Microsoft worldwide partner conference or WPC. This gathering happens each July and around 15.000 

people from the partner community come together to hear the latest on Microsoft strategy, products and to network with Microsoft employees and 

other partners.

“The second profound shift is the infusion of AI.”

  

“To manage all of this complexity we need a new efcient frontier for how we develop applications, 

distribute applications, manage applications. That's what the server-less revolution is all about, containers, 

micro-services, server-less, these are technologies that are going to be more profound than virtualization 

ever was.” 

Some of these signals could already be seen. The creation of Microsoft365 in July 2017 already signaled 

that Microsoft was using the strength of O365 to pull through Windows. 9

Aligning to customer success

Windows becoming the Edge of the Cloud: 

Edited excerpts from Satya Nadella´s speech at Inspire:

Since 2014 Satya Nadella had been talking about The Mobile rst, Cloud rst world. At Inspire 2017 Microsoft 

shifted the paradigm to the Intelligent cloud and the Intelligent edge and at the same time increased their total 

addressable market to 4.5T$.7

8 https://news.microsoft.com/2018/03/29/satya-nadella-email-to-employees-embracing-our-future-intelligent-cloud-and-intelligent-edge/  
9 Microsoft started pulling EMS, Enterprise Mobility and Security, itself a suite of separate products, into O365 rst with the Secure Productive Enterprise 

offering, using the O365 strength to sell EMS. Now Microsoft added Windows 10 to this with Microsoft365.

 “This intelligent cloud and intelligent edge era is going to be dened by three key characteristics. The rst 

is that every experience that you build is going to be multi-device and multi-sense.”

Nadella closely aligns the success of customers to Microsoft´s success via its products and business model.  

“We are focused on building technology so that we can empower others to build more technology. We 

have aligned our mission -empower every person and every organization on the planet to achieve more - 

the products we build and our business model so that your success is what leads to our success. There has 

to be complete alignment.”

Nadella does this against a backdrop on the one hand, of how Facebook and Google are using customer 

data as a main driver of their business model and on the other hand against AWS, with Amazon competing 

more directly with entire industries.

In March 2018 Satya made one of the most important statements about the future of Microsoft.   The Windows 8

and Devices group ceased to exist, and Windows engineering was broken up into the O365 Engineering group 

and the Cloud & Enterprise Engineering group. Windows became more of a supporting platform for the cloud. 
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11  https://www.linkedin.com/pulse/necessity-tech-intensity-todays-digital-world-satya-nadella/

Tech Intensity

Nadella:  “The opportunity ahead in a world powered by an intelligent cloud and edge is unprecedented. 10

Imagine a future where all of your apps and experiences revolve around you and transcend any single 

device; where data in any form is analyzed in real time so that computers can anticipate and even act on 

your behalf and augment what you would otherwise be able to accomplish on your own. And where 

computing is more distributed and embedded in the world, from intelligent digital assistants at work, on 

the go and in your home that you can communicate with in a myriad of ways – voice, eyes or gestures – to 

oil rigs that adjust production in real time as demand uctuates in global markets.”

10 2018 annual report

Tech intensity = the potential for companies and countries to jump-start their growth by not just adopting 
11technology, but by building their own technology too

Nadella: “There are two aspects to tech intensity: First, every organization will need to be a fast adopter of 

best-in- class technology, and equally important, they will need to build their own unique digital 

capabilities, which starts with workers who are deeply knowledgeable about the latest technology. I think 

of tech intensity as being an equation – (tech adoption) ^ tech capabilities = tech intensity – and as a 

company Microsoft is focused on providing the inputs to help our customers solve it.”

“To speed tech adoption, organizations need to be able to access the latest platforms, tools and training, so 

that they don't have to re-create technology that already has been commoditized. It's the rst step to 

building tech intensity, but it's not sufcient.”

“To exponentially increase their impact by building their own tech capabilities, companies need to invest in 

their human capital, so that they have a workplace culture that encourages capability-building and 

collaboration to spawn new, breakthrough concepts. For example, an organization may have a conceptual 

vision, but they also need to have the capabilities to bring it to life, as well as employees with the 

engineering and design skills required to build the concept.”

Nadella already mentioned speed and intensity of technology adoption in Hit Refresh in 2017. In January 

2019 he elaborates on this.  

“I believe the next big technology breakthroughs will come not only from technology companies like 

Microsoft, but from retailers, healthcare providers, and manufacturers, working in partnership with us. 

Every day, we work alongside our customers and partners to help them build their own digital capability – 

innovating with them, creating new businesses with them, and earning their trust. We want them to 

become independent with us, not dependent on us.” 

“Foundational to both adopting and building technology is trust, both trust in technology and trust that 

partners' business models are aligned to their success. It may sound trite, but companies will never be able 

to use technology to build competitive advantage if their technology partners compete with them.”
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Ÿ Ensure that this economic growth is inclusive

Ÿ Power broad economic growth through tech intensity

Achieving more for the world

12 https://www.linkedin.com/pulse/achieving-more-world-satya-nadella/

At Inspire in July 2020 Satya talks about the following phases we are going through because of Covid-19: 

response, recovery, and reimagine. 

In January 2020 Satya wrote an article reecting on the new decade and elaborating what “achieving 

more” means for the world.  He uses the following denition of the purpose of a corporation. The purpose 12

of business is producing protable solutions to problems of people and planet.13

Ÿ Build trust in technology and its use

Reimagining our world together

Ÿ Commit to a sustainable future

Nadella “Reimagination is a mindset, one built on the empathy that comes from a deep understanding of 

the challenges and opportunities people and organizations experience. Together, we need to develop an 

acute sense of what should be rebuilt, what should be reimagined, and what should be left behind.”

“This is the decade for urgent action. It is time to take bold steps forward to address our most pressing 

challenges. We know no one company can solve these socioeconomic challenges alone, but together we 

can make the 2020s the period when we drive broad, inclusive economic growth through technology, built 

on a foundation of trust and commitment to sustainability. We look forward to collaborating with our 

customers and partners on this journey. Because each of us must commit to do more, in order for us all to 

achieve more.”

According to Nadella empowerment to achieve more has four interconnected components:

13 Colin Mayer, Prosperity, https://global.oup.com/academic/product/prosperity-9780198824008?cc=es&lang=en&#’

Nadella concludes: “As corporations, our purpose and actions must be aligned to help solve the world's 

problems, not create new ones. If the previous decade taught us anything, it is that technology built 

without the considerations outlined above can do far more harm than good.”

“While this pandemic has taught us that no business is 100 percent resilient, those fortied by digital 

technology are more resilient and more capable of transforming when faced with secular structural 

changes in the marketplace.”

“We call this tech intensity, and every organization in every industry will increasingly need to embrace it in 

order to recover faster and emerge stronger from this crisis. The last ve months have made it clear that 

tech intensity is key to business resilience.”
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14 First, we must ensure that this economic growth is inclusive, for every country, developed and developing; every community, urban and rural; every 

business, small and large; every worker, rst-line and knowledge workers; and every person, including the 1 billion plus people with disabilities. 

15  Hit Refresh chapter 6: “With mixed reality we are building the ultimate computing experience, one in which your eld of view becomes a computing 

surface and the digital world, and your physical world become one. Articial intelligence powers every experience, augmenting human capability with 

insights and predictive power that would be impossible to achieve on our own. Finally, quantum computing will allow us to go beyond the bounds of 

Moore's Law by changing the very physics of computing as we know it today, providing the computational power to solve the world's biggest and most 

complex problems. MR, AI, and quantum may be independent threads today, but they are going to come together. We're betting on it.”

Second, we are committed to building trust in technology and its use, spanning data privacy, cybersecurity, responsible AI, and digital safety. Third, we 

unequivocally support fundamental rights of people, from defending democracy to addressing systemic racial injustice and inequity. Fourth, we must 

protect our most nite resource – the planet – by working toward a more sustainable future. That's why we've committed that by 2030 we will be carbon-

negative across our direct emissions and our supply chain. This week we announced our rst two carbon fund investments, focused on carbon and waste. 

Success is not about one leader or one company. It's about all of us working together to address these challenges. 

https://www.linkedin.com/pulse/reimagining-our-world-together-satya-nadella/

Nadella also expands the tech stack to include Github and the MicrosoftPower Platform sitting between 

Azure at one layer and M365 and D365 at a higher layer. 

Microsoft is looking at its investment strategy from a ´three horizons´ perspective. The rst horizon is about 

growing today´s core business and technologies; the second about incubating new products and ideas for 

the future; and the third is about investing in long-term break-troughs.

Nadella closed with explaining that the Microsoft mission (empower every person and every organization 

on the planet to achieve more) is obtained through Tech Intensity wich in turn relies on four 
 14interconnected pillars: Inclusive, Trusted, Fundamental rights, Sustainable.

Beyond the Cloud

Horizon one entails quarter-by-quarter, year-by-year innovations in all of Microsoft´s businesses. Horizon 

two includes some nearer-term platform shifts, such as new user interfaces with speech or digital ink, new 

applications with personal assistants and bots, and Internet of Things experiences for everything from 

factories to cars to home appliances. However, it is horizon three where Microsoft is placing big bets: Mixed 
15reality, articial intelligence and quantum computing. 
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Conclusions
Satya Nadella started his vision for Microsoft with a ten-page document that he created for the board 

 16 during thanksgiving in 2013.

In that document, he refers to more ubiquitous computing, ambient intelligence, cloud and edge 

computing. Things you see come back later in Microsoft´s mission, vision, strategy, business models and 

products. 

The focus over the next couple of years seems to be on Cloud, (Big) Data and AI. Mixed Reality will 

remain more of a niche and Quantum Computing is a search for the Holy Grail with a large payback for 

those who get there rst. 

16  Hit Refresh Chapter 3. 

Lessons for Partners
To understand where Microsoft is going do your homework. Keep on studying what Nadella says as this 

will give you a view a couple of years out. 

Cloud is still important and is going hybrid specically at the edge. But the next big thing is AI. In order to 

do AI customers need their data estate in order. The AI tidal wave will pull through a lot of data projects. 

Compute goes where the data is. 
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We offer an array of services, including cloud-based solutions that provide customers with software, 

services, platforms, and content, and we provide solution support and consulting services. We also deliver 

relevant online advertising to a global audience. 

Founded in 1975, we develop and support software, services, devices, and solutions that deliver new value 

for customers and help people and businesses realize their full potential. 

Our products include operating systems; cross-device productivity applications; server applications; 

business solution applications; desktop and server management tools; software development tools; and 

video games. We also design, manufacture, and sell devices, including PCs, tablets, gaming and 
 17entertainment consoles, other intelligent devices, and related accessories.”

17 From the 2019 annual report

Microsoft´s Business Model Changes.
Microsoft describes what it offers to the market like this: 

Chapter 2
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18 A couple of callouts from the numbers. 2009 revenue growth of -3%. Remember the nancial crisis? 2012 low net income of 17B. This was the write off 

of the AQuantive acquisition. 2015 relatively low operating and net income number due to restructuring cost of Nokia. 2016 negative revenue growth 

because of closing down the Nokia business. 2018 revenue numbers include a full year of LinkedIn revenue. 2018 relatively low operating income 

because of new tax rulings in the US and a charge of almost 20B$. 

Microsoft´s Financials

In his view it was all about how fast Microsoft could move to the cloud. In productivity and business processes, it 

is about Ofce 365, Dynamics 365 and LinkedIn. In the intelligent cloud platform, it is about Azure and even in 

the more personal computing segment Windows is moving to a as a service model and Microsoft needed to be 

looking at extended ways to monetize Windows. 

In gure 1 you can see Microsoft´s revenue, operating income and net income for the last twenty years. From 

the year 2000 until 2012 Steve Ballmer was at the helm. One can see in general healthy growth of above 10 
18percent and healthy operating income of close to 40 percent.  As of 2009 you can see growth stalling. Steve 

Ballmer was convinced that Microsoft needed to move and to the cloud and become a devices company and 

therefore pushed through the acquisition of Nokia.

The Satya Era: All about Cloud & Services 
Satya inherited a company that was not in line with his vision for Microsoft. Microsoft was still the Windows and 

Ofce Company. PC´s sales had been falling for years as secular shifts to mobile computing ate into Microsoft´s 

most protable business model. AWS was the only serious player in cloud computing. 

Table 1: Microsoft Revenue, Operating Income and Net Income 2000-2019
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Year     Revenue YoY growth Operating Income Net Income OI% of revenue NI% of revenue 

143,015

125,843

110,360

89,950

85,320

93,580

86,833

77,849

73,723

69,943

62,484

58,437

60,420

51,122

44,282

39,788

36,835

32,187

28,365

25,296

22,956

 

2020

2019

2018

2017

2016

2015

2014

2013

2012

2011

2010

2009

2008

2007

2006

2005

2004

2003

2002

2001

2000

13.6%

14.0%

22.7%

5.4%

-8.8%

7.8%

11.5%

5.6%

5.4%

11.9%

6.9%

-3.3%

18.2%

15.4%

11.3%

8.0%

14.4%

13.5%

12.1%

10.2%

52,959

42,959

35,058

22,236

20,182

18,161

27,759

26,674

21,763

27,161

24,098

20,363

22,271

18,524

16,472

14,561

9,034

13,217
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19 This is what happened at Amazon with AWS which is now the biggest prot contributor to Amazon and in FY19 happened to Microsoft as well. 

Microsoft´s cloud business had a GM percentage of 63% in FY19 versus 57% in Fy18.

Microsoft´s reported run rate for its commercial cloud was $4.4B, $9.4B, $12.1B and $18.9B from 2014 to 

2017. After 2017 Microsoft stopped reporting on run rate and reported the all up cloud revenue. In FY18 

the cloud revenue was $23B and in FY19 it was $38B. This makes Microsoft the biggest enterprise cloud 

player in the world. Keep in mind that this is still only 30 percent of Microsoft´s total revenue.

Cloud margins
Delivering cloud services has a lower gross margin than selling software as you must provide all the underlying 

infrastructure and services. Between the different segments, Productivity and Business processes (PBP, where 

O365 sits) has a higher cloud margin than intelligent cloud (IC where Azure sits). As Azure is growing faster than 

PBP the gross margins went down initially. Microsoft is compensating this via selling higher value Azure 

services. At a certain level of scale, the cloud business gross margins tend to go up which has happened in 
19  Fy19.

In FY 2017 the commercial cloud gross margin was an average of 50 percent over the four quarters. In FY18 the 

commercial cloud gross margin was 57 percent and in FY19 it was 63 percent.

Figure 1: Segment History
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Conclusions

21Microsoft still has a large addressable market in the SMB space for O365.

Simplifying Microsoft´s strategic imperatives: Microsoft needs to protect, as long as possible, the more 

personal computing segment. Strategically Microsoft now has gravitated towards O365 as a pull for 

Windows by creating Microsoft365. Microsoft needs to convert the Ofce installed base as quickly as 

possible to the cloud to defend its market share from others like Google and Slack. 

However, the real battle for new market share is in the Azure space. That is where for the last couple of 

years the focus of Microsoft has been, Azure, Azure and Azure. Microsoft must do this against a 

backdrop of decreasing overall gross margin percentage due to a higher cloud mix, which has a lower 

gross margin percentage than selling software licenses although there is now an upward trend in cloud 

gross margins. Microsoft reached a historic milestone in Q4 FY20 where for the rst time Intelligent 

Cloud surpassed the other two segments as the biggest revenue and operating income generator. 

Microsoft´s strategy seems to pay off. 

Of the three business segments, Productivity and Business Processes, Intelligent Cloud and More 

Personal Computing, the biggest revenue contributor historically was More Personal Computing, then 

Productivity and Business Processes, and then Intelligent Cloud. From a prot perspective the biggest 

stable contributor for the past several years was PBP (ofce). More Personal Computing is in a down 

market that will go down structurally. In Productivity and Business Processes Microsoft is converting on 
20premise-installed base to the cloud.  Intelligent Cloud is where the real battle for market share happens. 

21 Bitglass in a 2018 study on cloud puts the O365 penetration in companies under 500 employee at 49.6 percent versus over 73 percent for 

companies above 500 employees. https://pages.bitglass.com/FY18BR-CloudAdoption_LP.html 

20 In FY17 for the rst time, Ofce 365 Commercial revenue surpassed revenue from the traditional licensing business.

Dynamics365 is a relatively new cloud. As a long-term Dynamics partner you need to convert to cloud. 

There is also an interesting opportunity for new partners to get into this business due to the increased 

integration of Dynamics365 and O365. Azure is THE cloud and Azure is where the big battle happens for 

Microsoft. Here there are different strategies and workloads. Microsoft is still very interested in getting 

customers that are not using Azure to use Azure. However, more and more you will see Microsoft 

pushing higher value add Azure services like Data & Analytics, Enterprise Integration, IOT and AI & 

Cognitive services instead of Compute, Networking and Storage. As a partner, you must move beyond 

the basic Azure workloads. Cloud also means consumption so as a partner you will need to have a clear 

strategy on how you drive consumption of Microsoft cloud services in your accounts. 

23 SKU is Stock Keeping Unit, in general used to describe a product reference. 

Lessons for Partners
Microsoft is all about the cloud, but there are different clouds and depending on how much help 

Microsoft needs you will feel a different level of interest from Microsoft. With O365 Microsoft is the clear 
22market leader and Microsoft feels that it doesn´t need a lot of help.  The large white space is in SMB but 

if you only focus on O365 you will not get a lot of attention from Microsoft. If you focus on Microsoft365 
23you will get a bit more attention as it is the new SKU that they want to make successful.

22 Research done by Bitglass on cloud adoption of 135.00 companies has O365 adoption going from 7,7% in 2014 to 34,3% in 2016 to 56,3% in 2018. 

https://pages.bitglass.com/FY18BR-CloudAdoption_LP.html 
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In Hit Refresh Nadella dedicates an entire chapter to building partnerships. The following excerpts will help the 

reader understand how Nadella thinks about partnerships.

In this chapter, we will discuss both Microsoft´s competition and how Microsoft competes. We will also look 

at some of the partnering strategies.

How competing has changed under Nadella 
Since Nadella has taken over, Microsoft is seen as more eco-system and partner friendly and less openly 

aggressive than in the Gates and Ballmer times. 

Co-opetition

“Today one of my top priorities is to make sure that our billion customers, no matter which phone or platform 

they choose to use, have their needs met so that we continue to grow. To do that, sometimes we have to bury 

the hatchet with old rivals, pursue surprising new partnerships, and revive longstanding relationships. Over the 

years we've developed the maturity to become more obsessed with customer needs, thereby learning to 

coexist and compete. Healthy partnerships—often difcult but always mutually benecial—are the natural 

and much-needed product of the culture we're building.”

Chapter 3
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To compete in the cloud world with your own cloud you 

need tremendous resources. Only a few companies have 

the money to be able to invest between ve and ten 
24  billion dollars a year in scaling out datacenters. AWS can 

do this as it was a rst mover, captured a lot of market 
25share and is a cash rich company.  Microsoft has the deep 

pockets. Google has as well. It is our expectation that there 

will be a couple of hyper scale cloud providers and 

Microsoft will certainly be one of them.

 “In today's era of digital transformation, every organization and every industry are potential partners. 

Companies are focused on ensuring that they stay relevant and competitive by embracing this 

transformation and we want Microsoft to be their partner.”

“Partnering is too often seen as a zero-sum game—whatever is gained by one participant is lost by 

another. I don't see it that way. When done right, partnering grows the pie for everyone—for customers, 

yes, but also for each of the partners.”

Competing in the cloud world

In IaaS Microsoft is competing with AWS, Hosters and 

Telco's. In SaaS with Salesforce and other app providers. In 

PaaS with Google, AWS and Salesforce. In our estimation, 

AWS is currently three times the size of Azure although 

Azure is catching up. For Microsoft Azure is where the real 

battle happens. Microsoft has been successful in defending 

the Ofce franchise with O365 growing over 50% over the 

last couple of years, more than compensating for the decline of on-premise Ofce licenses. Azure is where 

Microsoft needs to capture market share. 

Microsoft´s differentiator vs. Amazon is hybrid. That is in our opinion why Satya has changed the paradigm 

from Cloud First, Mobile First to the Intelligent Cloud and the Intelligent Edge. Hybrid comes in different 

shapes. First hybrid means that all Microsoft technology has the same code base and therefore Microsoft´s 

cloud is easy extensible to on premise. Microsoft has released Azure stack, which enables customers and 

partners to create their own Azure cloud on premise which can be extended with public Azure services, 

and several edge devices.   

Furthermore, Microsoft want to be the most trusted and secure cloud, which is respectful of data privacy 

and location.  Google and AWS are very much public cloud oriented. 

24  An excellent article that analyses the capex investment in datacenters by Google, AWS and Microsoft can be found here: 

http://www.platformonomics.com/2017/04/follow-the-capex-cloud-table-stakes/ 
25 Amazon points to something it calls the "virtuous cycle" that has helped drive the cloud industry. The more customers a cloud platform provider signs 

up, the more servers it can afford to add. The more servers it has, the better it can take advantage of economies of scale and offer customers lower prices 

for more robust features, including ones likely to appeal to enterprises. The lower the prices and the better the products, the more customers the 

provider will likely attract — and the more customers will switch over to the cloud.
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The hybrid approach will also extend the lifetime of the assets of Hosters, Outsourcers and Telco's. They can 

extend their own data center assets into the Azure cloud. That way they can offer increased security, privacy 

and control to customers in public sector or industries that do not or cannot have some of their data in the 

public cloud while at the same time offering the exibility and extensibility of the Azure public cloud for other 

services for these same customers. Microsoft is less of an enemy to the Hosters, Outsourcers and Telco´s than 
26AWS or Google are.

26 See the recently closed deal between Microsoft and Telefonica for example: https://news.microsoft.com/2020/02/25/microsoft-to-open-new-

datacenter-region-in-spain-and-expand-strategic-partnership-with-telefonica-to-boost-spains-competitiveness/

27 th  Satya conrms this approach during a May 7 2018 interview with CNBC https://www.cnbc.com/2018/05/07/microsofts-satya-nadella-trust-will-push-

us-past-amazon-google.html

“I think that's where having this purity of business model which we have which is fundamentally 

consumption-based or subscription-based, not having all these funky cross-subsidies and marketplace 

structures and multiple businesses that on one side you compete and on the other side you partner.  I just 

think most people are going to see through it.”

Satya was asked the following question at the Morgan Stanley Technology, Media & Telecom Conference 

on February 26, 2018: “In terms of Microsoft and your capabilities, how are you guiding Microsoft to 

ensure that you're in the running, that you're the vendor that your customers are looking toward when 

they're thinking about machine-learning, when they think about cognitive services, that they should be 

coming to your platform versus other big competitors out there?”

He takes a stab at Amazon here. Amazon can become your competition. Microsoft will be the platform 

company that democratizes AI and that you will pay for using its platform and that you can trust with your 
27data.

Satya gives a two-pronged answer. 

“First, of course you have to have 

the technology.” He refers to 

Microsoft and maybe two to three 

other companies out there having 

Ai capabilities. Secondly, he states: 

“The question that every customer, 

whether it's a nancial services 

company, whether it's a retailer, 

whether it is a manufacturer is 

going to ask is, who do I trust, 

especially in a world where there's 

going to be transfer learning?”

Competing in the AI world
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28 https://www.youtube.com/watch?v=eywi0h_Y5_U 

Microsoft has moved from being (seen as) a monopoly, having anti-competitive practices, bundling 
28products, Wintel, Linux is a cancer, Ballmer laughing at iPhone  and pushing Windows and Ofce to 

a company that integrates open source, has its most important battle as the runner up (Azure) and 

all of that with a newly found style thanks to Nadella. From competitive winner takes all to co-

operative.

Conclusions

Microsoft is going to provide the platform for others to use and build upon and the customer will pay for 

that platform through a usage model. 

Satya has brought clarity in the compete model by clearly reafrming that Microsoft is a platform 

company. This means a certain purity of business model. Microsoft is not going to be a retail company, 

nor a bank, nor a vertically specialized company competing with sector specic business solutions, nor 

are they going to sell your data to advertisers, nor are they going to use AI based on your aggregate data 

to learn how to better perform your core business like some other competitors out there might do. As a 

partner, this is a key advantage in positioning the Microsoft platform and your services versus other 

providers in specic sectors. 

However, that platform is adding functionality all the time. If you are a horizontal IP provider try to 

understand if Microsoft will one day integrate similar functionality into their platforms and impact your 

business. 

Lessons for Partners

Another important aspect of competition for partners is that in the future competition will come from 

abroad through the increased acceptance of app stores and the focus of Microsoft on repeatable IP. At 

the same time this also opens up a wider market for partners. 

29 There are multiple references of large retail companies that have banned working with AWS. 

Microsoft is open to all the different technologies out there and embraces open source. This means that 

as a Microsoft partner you might need to start opening up to other technologies as well. As long as it 

runs on Azure Microsoft will love it. 
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The Microsoft Culture
In this chapter, we will discuss both Microsoft´s competition and how Microsoft competes. We will also look 

at some of the partnering strategies.

The Nadella Effect

Nadella and Microsoft have embraced the work of Carol Dweck, a psychology professor at Stanford, around 
32growth mindsets.  People who view talent as a quality they either possess or lack have a “xed mindset.” People 

with a “growth mindset”, in contrast, enjoy challenges, strive to learn, and consistently see potential to develop 
33new skills.

30To Nadella, culture is critical.  You will see and hear him speak about culture, soul and other ´soft´ areas a lot. 
31 That already is a big change from his predecessors. He dedicates a whole chapter to culture in Hit Refresh.

Nadella: “The CEO is the curator of an organization's culture. Anything is possible for a company when its 

culture is about listening, learning, and harnessing individual passions and talents to the company's mission. 

Creating that kind of culture is my chief job as CEO.”

Nadella states that the culture change he wanted was rooted in the Microsoft he originally joined and is 

centered on exercising a growth mindset every day in three distinct ways. Obsess about customers, actively 

seek diversity and inclusion and be one company and not a confederation of efdoms. 

Chapter 4
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“ I don't want to hear that someone is the smartest person in the room. I want to hear them take their 

intelligence and use it to develop deep shared understanding within teams and dene a course of action.” 

“Second, leaders generate energy, not only on their own teams but across the company. It's insufcient to 

focus exclusively on your own unit. Leaders need to inspire optimism, creativity, shared commitment, and 

growth through times good and bad. They create an environment where everyone can do his or her best 

work. And they build organizations and teams that are stronger tomorrow than today.”

Nadella admits in his book that it is hard to drive a culture change across such a large organization and 

reects on how Microsoft has not done a good enough job to get middle managers involved in this culture 

change.  

31 Hit Refresh Chapter 4 A Cultural Renaissance From Know-It-Alls to Learn-It-All's

“The rst is to bring clarity to those you work with. This is one of the foundational things leaders do every 

day, every minute. In order to bring clarity, you've got to synthesize the complex. Leaders take internal and 

external noise and synthesize a message from it, recognizing the true signal within a lot of noise.”

Nadella has three leadership principles for anyone leading others at Microsoft:

“Third, and nally, they nd a way to deliver success, to make things happen. This means driving 

innovations that people love and are inspired to work on; nding balance between long-term success and 

short-term wins; and being boundary-less and globally minded in seeking solutions.”

30 USA Today Microsoft CEO Nadella: 'Culture is everything´ and Microsoft's Satya Nadella is counting on culture shock to drive growth 

https://eu.usatoday.com/story/tech/2015/09/15/microsoft-ceo-nadella-culture-everything/72330296/ and 

https://www.usatoday.com/story/tech/news/2017/02/20/microsofts-satya-nadella-counting-culture-shock-drive-growth/98011388/ 

32 https://www.amazon.com/Mindset-Psychology-Carol-S-Dweck/dp/0345472322/ref=sr_1_1?ie=UTF8&qid=1525245401&sr=8-

1&keywords=carol+dweck 
33 https://hbr.org/2014/11/how-companies-can-prot-from-a-growth-mindset and https://hbr.org/2016/01/what-having-a-growth-mindset-actually-

means 
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Conclusions
Microsoft is on a path to a culture change driven by Nadella that is about being open, inclusive and 

focused on a growth mindset. Key external examples of that can been seen since Nadella took over 

leading to a completely different outside view of Microsoft. Internally however Microsoft comes 

from several decades of a culture honed by Gates and Ballmer which was extremely focused on 

outcomes, being smart, having all the answers and playing politics. This is changing, however culture 

change in a company of the size of Microsoft is not an easy and quick process. 

Lessons for Partners

No matter how big or important you think you are many Microsoft employees assume that what is good 

for Microsoft is good for you. Keep that in mind when they announce the next big program or campaign. 

Evaluate it on the merits for you. 

Microsoft employees are very busy as there is a lot of bureaucratic overhead involved working in a 

multinational company and specically within Microsoft. They have to focus on customers and partners 

but have a lot of internal reporting to do. Don't waste their time. Be concise in what you want. 

Understand the scorecard of the Microsoft organization and the people you work with and try to nd 

win-wins.
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How Microsoft organizes.

Although Microsoft starts its scal year in July, we would like to start to explain the overall strategy process by 

starting in January. In January, Microsoft starts its MYR or Mid-Year Review. Starting with the corporate 

organizations rst, senior execs helped by their staff go through the performance of every organization in 

detail. Then they reconvene, draw general conclusions and then it is up to the geographical areas to do the 

same to each country. 

Then it is up to corporate to review the area performance. The whole process nishes by mid-February. This 

process is time consuming, but Microsoft is one of the very few companies in the world that has this level of 

detail on their geographical performance.  

In this chapter we will look at the Microsoft organization not only from the physical organization angle but 

also at how Microsoft organizes through its ´Rhythm of Business´ and we will discuss the major eld 

reorganization that happened in FY18 and its impact on how Microsoft engages with partners.

Microsoft´s strategy process.

The strategy teams in corp then go off and do their work until early April when the PRISM meetings start 

(Priority setting meetings). These meetings are for senior executives. This is where Microsoft explains the 

strategy and expected execution for next scal year that starts in July. This is then documented in detailed 

WWSMM memos (World Wide Subsidiary Marketing Memo) and detailed organizational and role blueprints. 

April, May and June are also the time when budgets are negotiated. 

Chapter 5
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Once the strategy is set, roles are dened, and budgets are negotiated Microsoft then in July starts 

communicating this to the global partner community during Inspire and to their global sales force at 
34 Ready.

Historically this has meant that Microsoft´s Q4, April – June, was extremely busy for Microsoft employees. 

This is the last quarter of the scal year where sometimes more than 40 percent of the yearly number 
35needed to be made.  It is also the quarter when all planning happens. The skewing of revenue into Q4 has 

been changing with the advent of cloud as you cannot wait to sell until the last quarter of the year when 

you sell cloud services that you recognize on a per month basis versus a software sale that could be 

recognized in full at the moment of sales.

34 Ready was called MGX, Microsoft Global Exchange. This is the yearly event for Microsoft´s sales teams which gathers about 15.00 people. Inspire is the 

yearly event for partners. It is interesting that a company like Microsoft historically has explained its strategy to partners before explaining it to 

employees. 
35 With the month of June in some cases counting for 20 percent of yearly revenue. 

The Microsoft organizational setup and the cloud world.

This model has changed with the advent of SaaS vendors who deliver end-to-end solutions to business users. In 

a cloud world, buyers buy more directly. The overall buying experience, marketing, onboarding support and 

continuous support to help drive that initial trial, sale, nurturing and usage are important. 

Microsoft is a very top down driven organization and, in the eld, very homogeneous. Due to its structure 

and systems of management control, Microsoft is capable of completely changing the direction of the 

company globally just in a couple of months and in worst case within a year. Very few large multi nationals 

have that capability. 

Microsoft´s sales model has been one of the most successful in the software world and that is at the same time 

the explanation of its limitation.  The software model was based on selling pieces of technology to end 

customers IT organizations who then carry all the risk of making sure the development and deployment is 

successful. In addition, your customers are paying upfront. 
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The Commercial Sales Organization
In July 2017 Microsoft announced the biggest reorganization of their sales model in the last ten years. The 

following were some of the changes. 

Ÿ  The corporate account segment (CAM-S) from within Small and Medium business organization (SMS&P) 

moved into the Enterprise organization creating a one enterprise commercial team. 

Ÿ  The Specialist Team Unit was be elevated to management board level reporting directly to the Country 

GM versus reporting into the Enterprise Lead. 

Ÿ  A new unit called Customer Success was created with a direct reporting line to the country GM. 

Ÿ  A focus on industry within commercial Enterprise and some creation of rst party (Microsoft owned) 

vertical IP. Microsoft focussed on six industries initially. Manufacturing & Resources, Financial Services, 

Retail, Government, Health & Education. These are the ´go big´ industries where there is an agreement 

from the engineering teams to build ´light weight´ IP. There is a set of additional emerging industries 

Microsoft will continue to look at.

Ÿ  Integration of all separate partner organizations into a One Commercial Partner organization. 

Ÿ  Organizing all the eld horizontal sales and consulting organization into four workloads: Modern 

Workplace, Business Applications, Apps & Infrastructure, Data & AI. 

Customer Segmentation

The STU (Specialist Team Unit) has been elevated and a new CSU, customer success unit was created 

reporting into the country manager. Most of the Account Team Units (ATU´s) are industry aligned if size 

permits. 

Figure 3: Microsoft´s FY18 Commercial model. (reproduced by the authors).

Figure 2: Microsoft FY18 Customer Segmentation.

Microsoft is moving from six customer segments to four, creating an enterprise sales motion in Enterprise 

and a scale sales motion in SMC, Small Medium and Corporate. 
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Sell-with. 

Build-with 

Microsoft split the partner engagement up in to three distinct groups that support a Build With, Go to 

Market and Sell With motion.   

The One Commercial Partner Organization

The Specialist team Unit and the Customer Success Unit have been aligned to the four solution areas, 

Modern workplace, Business applications, Apps and infrastructure and Data and AI. Microsoft claims that 

these solution areas are more aligned to the way customers buy. Compensation is aligned along these 

solution areas. 

The build with team works with the partners to develop new practices, new capabilities and new solutions. 

Managed partners will have a single point of contact (SPOC) in this team to help with building IP, partner 

transformation and growth plans. Note that this is not a SPOC that will help with everything within 

Microsoft.

Microsoft has concluded that partners want to work with Microsoft people that have a deep understanding 

of the accounts, that know the customers and that know the opportunities. The enterprise channel 

managers and territory channel managers will fulll this role. The enterprise channel managers are aligned 

by accounts. This means that, on the sell-with side, a partner will have to engage with multiple contacts 

versus a single point of contact on the build with side. So, there is a SPOC on the left-hand side but 

multiple Microsoft people to engage with on the right-hand side, but the relevance and impact of these 

interactions should be higher. 

The Go to Market people will help the partner dene a demand generation strategy. The GTM piece is 

designed to help partners expand their demand generation engine and will be complemented with inside 

sales support. 

Go-To-Market
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The FY18 reorganization was a big reorganization for Microsoft which was well thought out on 

paper, but the implementation had its challenges. An additional challenge was that this model 

worked for partners that know Microsoft well but was challenging for partners that did not have that 

deep knowledge of and wide connections to Microsoft and that needed a single point of contact to 

educate them and get them connected.

Conclusions

Lessons for Partners
As a partner, you need to be pro-active towards Microsoft. You need to understand the organization, 

you need to understand who is who. There is no longer anybody who cares about your all up 

business within Microsoft. The onus of doing business on the Microsoft platform and with Microsoft 

is clearly on you. 
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The Microsoft Partner Strategy

Introduction
You will hear Microsoft executives often state numbers about the partner ecosystem. The most repeated 

number over the years is that 95 percent of Microsoft business is conducted via partners.  This is a bit of an 

overstatement. A large part of the enterprise business is a result of Microsoft direct sales effort but is 

transacted via resellers. Another often-used number is that for every dollar of Microsoft revenue the 
36partner eco-system generates nine dollars.  Keep in mind that this is hardware revenue, software resell 

revenue and services revenue and includes the full end to end ecosystem that can be involved from getting 

software from Microsoft into a working project at a customer. 

36 IDC Microsoft Footprint Model 2017.

Chapter 6

The IAMCP guide to partnering with Microsoft



34

A unique partner sales model
Microsoft has a different partner sales model compared to other software and cloud vendors. Most 

software vendors in the on-premise world allowed services partners to resell with margins sometimes up to 
3750 percent on the software resold plus a large chunk of the yearly maintenance fees.  The disadvantage of 

the three-year software renewal model and the fact that almost any company in the world is already a 

Microsoft customer is that if you are a services partner you were either involved before the license 

transaction when you are generating the opportunity or after when the needed software needs to 

deployed. This has been one of the main issues for Microsoft in measuring non-transactional partner 

performance and similarly measuring their internal teams that are working with these non-transactional 

partners.

Different partner types 
Microsoft has been putting partners into boxes for years and organized the partner support roles along 

those boxes. You were either a License Solution Provider, a Distributor, a Solution partner, a Hoster, a Global 

Alliance, a Dynamics partner, an ISV, etc. Based on where you t you got different incentives, different 
38Microsoft people to work with, different programs to support you etc.

37 Microsoft only knew this model in the Dynamics space were it was an inherited way of doing business after buying Great Plains and Damgaard and 

stayed that way for a long time until the Dynamics organization was integrated into the overall partner motions as of FY15.
38 Most of these partner classications do not need an explanation except for the License Solution Provider. Most of Microsoft´s commercial enterprise 

software sales are transacted through LSP´s or Licensing Solution Partners (LSP´s were known as LAR´s or Large Account Resellers until July 2013). An LSP 

has the contractual engagement with the customer and handles any yearly true ups, licensing renewals, software asset management and is the extended 

admin arm of Microsoft. The advantage of being an LSP is that you have detailed knowledge of all the software that a customer uses. However, LSP´s 

tend to resell Microsoft licenses with an average margin of 3% or less and they incur the payment risk. It is a nancial business. Microsoft has been 

reducing the amount of LSP´s and has been helping a small set of LSP´s become global players. 
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Pre-Cloud partner Business models
Table 2 provides an overview of the different partner business models.

Partner

Type

Business

Model

End

Customer

engagement

level

What

Microsoft

likes about

partner

What

Microsoft

doesn’t like

about

partner

What partner

likes about

Microsoft

What partner

doesn’t like 

about

Microsoft

Software

Reseller/

LSP

High volume,

transactional

and

administrative

excellence

Procurement,

CIO, -1, -2.

Reach,

scale and

reduces

nancial

and admin

burden

Power of

reseller at

contract

renewal

stage

Microsoft

provides leads.

Privileged

license

positioning

info and

software

usage

understanding.

Very low

margins on

pure software

transaction

Distributor Resell of

Hardware and

software to

other channel

players

None.

Directly with

other

channel

participants

Capillarity,

reach,

nancial

muscle,

marketing

muscle

Microsoft

provided

funding,

rebates.

Outsourcer

and

Managed

services

provider

Services

model with

positive ROI

only later in 

the contract.

CIO and

sometimes

CFO, COO,

CEO

Microsoft

effectively is

locked out of

critical

customer

conversation.

Reduced

innovation

License

mobility. End

customer can

transfer

licenses to

outsourcer.

Microsoft

cloud

ambitions are

impacting

business

model

Hoster Large upfront

investment

recouped

through a 

recurring

services

model.

CIO, CIO -1,

CIO-2

Scalable

and very

protable

business

model.

Lack of

transparency

on license

usage

Large installed

base of

customers. De

facto standard

technology

Hard to

differentiate.

Microsoft

cloud

ambitions are

impacting

business

model

Telco Very large

upfront

investment

recouped

through a

recurring

services

model.

Enterprise,

SMB, B2C. In

B2B typically

CIO-1, -2,

Procurement,

Facilities

Reach,

scale

Very slow

decision

making

Potential

competition

for core

business

model
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Systems

Integrator

Project based

services

(mostly mixed

with managed

services as

well)

CxO, LOB,

CIO

Inuencing

capabilities

and 

execution

muscle

Hard to get

consistent

global

traction

De facto

standard at 

customers

No

synchronized

sales motion

ISV High upfront

investment in

R&D, high

sales cost,

and high

margin.

LOB, CIO,

CxO

Creating

network

effects for

Microsoft

platform

Some ISVs

are very

entrenched

with

Microsoft

competitors

or are direct

competitors

Microsoft

cloud

platform.

Microsoft

enterprise

salesforce for

co- sell motion

Sometimes

Microsoft

moves up the

value chain

competing

with

technology

ISVs

OEM High upfront

investment,

global scale

and volume,

low margins

Procurement,

CIO -1, -2

Very

protable

business

model for

Microsoft

Shipment of

naked
165

PC’s.

De facto PC

standard

Lack of

choice/options

Business

Consultant

Project based

services

CEO, CXO,

LOB, CIO

Customer

Access

Level

Difcult to

scale as all

countries are

limited

liability

partnerships

One of the

global 

technology

platforms,

Cloud, AI, Big

Data 

Capabilities

Sees most

Microsoft

employees as

too

technical/not

business

oriented

Dynamics

partner

Project based,

software

resell,

software

maintenance,

IP, HW

LOB, CFO,

CIO

Very

Microsoft

oriented.

Customer

access 

level

Late in

adjusting to

cloud world.

Software

margins

Microsoft

aggressively

changing the

business

model to

cloud.

Solution

Partner

Project based

services.

Managed

services,

maintenance.

Some IP.

CIO, CIO-2,

-2.

Innovation.

Some LOB

Very

Microsoft

focused in

general.

Good support

from the 

Microsoft

eld. Deal 

investments.

Learning

partner

Selling

training

HR, Training

department,

CIO-2

Helps in

improving

overall skill

level of the

market

Microsoft

removing the

learning

competency.
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Table 2. Partner business model overview
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Microsoft´s partner strategy can be summarized as follows:

What should a partner do?

Microsoft´s partner strategy summarized

Ÿ  Have partners create IP on the Microsoft platforms (Azure, Dynamics365 and O365) to make these 

platforms stickier and publish that IP in Microsoft app stores. 

Ÿ  Make sure that partners that have existing IP move to the Microsoft platform. 

Ÿ  Make sure partners are less generalist and more specialists.

Ÿ  Move partners up the value chain so they talk to line of business and CxO

Ÿ  Work with new types of partners that already have that CxO engagement

What does Microsoft say you should be doing? We will try to answer that in table 3.

Ÿ  Give every partner the possibility to resell cloud services.

Partner
Type

Cloud Impact Microsoft
Strategy
Impact

Partner strategies

Software
Reseller

Outsourcer
and
Managed
services
provider

Telco

Hoster

Systems
Integrator

ISV

OEM

Business
Consultant

Dynamics
Partner

Solution
Partner

Learning
Partner

High

High

High

High

Medium

High

High

Medium

Medium

Medium

Medium

High

Medium

Medium

Medium

High

Low

Low

Low

High

Low

High

Move aggressively to add project services and managed services to your
portfolio. Become an indirect CSP provider.

Include the Microsoft platform into your offerings and offer a Hybrid
solution. Move to outcome-based solutions.

Try to integrate Hyperscale clouds into your offering. Hybrid offering
through Microsoft Azure Stack.
 
Telco’s are impacted by Apple, Facebook, Google, Netix, Microsoft and
all the messaging platforms. Integrate Hyperscale clouds into your
offering. Build intelligent networks. Use your capillarity for reselling.

Specialize. Build IP. Resell via CSP. Become a managed services provider.

Move your solutions aggressively to a cloud platform and cloud revenue
model. Co-sell with Microsoft. P2P with the Microsoft channel.

Microsoft will try to protect OEMs as long as they can. With all the cloud
services and mobile platforms, the replacement cycles of PC’s will
become longer. Strategies: become the biggest, innovate with design,
milk the model as long as possible. Differentiate market segments.

Increase technical skills to get deep on cloud platforms. AI and Big Data
are providing transformational consulting opportunities.

Adjust to a poorer incentive model from Microsoft. Aggressively move
to Dynamics365. Add services and skills more down in the technology
stack. Extend to O365, PowerBI, Flow, PowerApps and Azure. Specialize.
Build managed services. Resell via CSP.

Solution partners need to move aggressively to selling and
implementing cloud projects. Additional opportunity for making money
by becoming a CSP.  Specialize. Build IP. Resell via CSP. Become a
managed services provider.

Learning partners need to rethink their value add which most probably
lies in specialization.

Table 3. Microsoft partner strategic options
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Lessons for Partners
Microsoft will tell you where they would like you to go but they do not provide a full suite of 

services and support to help you transform. Moving across all the four core activities (IP creation, 

projects, managed services and resell) requires very different capabilities and business models.  Be 

strategic where you play and how you manage those plays. Just because Microsoft say you need to 

do something doesn´t mean that you have to do it. 

The trends as described before mean that many of the existing partner business models are under 

threat from general market trends on the one hand and from Microsoft´s strategy on the other 

hand.

There is a convergence of partner business models going on. All partners start to do all four core 

activities (IP creation, projects, managed services and resell) but they will gravitate differently across 

this spectrum. There is a big focus on creating differentiated IP. Cloud is commoditizing 

infrastructure and being asset heavy is not an advantage per se. Technology buying decisions are 

increasingly being taken by C-suite and LoB versus IT decision makers. 

Conclusions

Ecosystems are being created and you need to understand strategically in which ones to play. 

Customers and other partners will buy via marketplaces. Microsoft is driving end-to-end scenarios 

on increasingly wide and complex platforms. g, however culture change in a company of the size of 

Microsoft is not an easy and quick process. 

38The IAMCP guide to partnering with Microsoft
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There are three levels of partnership. You can become a Network member, a Microsoft Action Pack partner or a 

Competency partner, which is the highest level. You can have silver competencies and/or gold competencies. 

There are also specic advanced competencies for gold partners. 

As an action pack member, you get a limited number of internal use licenses. The number for competency 

partners is more generous. You can earn additional licenses based on selling or inuencing Microsoft cloud 

services. 

Required knowledge to partner with 

Microsoft.
If you are serious about partnering with Microsoft, there are some topics that you need to understand.  

What the Microsoft Partner Network is, what Microsoft competencies are, how Microsoft´s licensing works, 

how the Cloud Solution Provider (CSP) program works and how partner incentives work.

The Microsoft Partner Network. 
You don't have to become a Microsoft partner if you want to use Microsoft technology in your solutions or if 

you implement Microsoft technologies at customers. However, being a partner gives you access to incentives, 

marketing materials, training, presales support, tech support and internal use rights to Microsoft software. 

Chapter 7
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For enterprise mobility there is a customer add and an active entitlement requirement. 

In Business Applications there are two competency categories, Cloud Business Applications and Enterprise 

Resource Planning. In Cloud Business Applications there is a customer engagement and unied operations 

option. In ERP you can nd the on-premise solutions and D365 business central. Cloud Business 

Applications is moving to something called a PCI score or partner contribution indicator score. e. PCI 

measures your organization's prior-year performance across seven key indicators: Net new revenue, Net 

customer adds, Functional Consultants, Functional Consultant growth, Developers, New large deployments, 

Monthly active user growth.

In Apps and Infrastructure there are ve competencies: Application Development, App Integration, 

DevOps, Datacenter and Cloud Platform.  The Cloud Platform competency has a sales volume requirement 

that you need to meet if you want to obtain incentives. 

In Data and Analytics there are two competency areas. Data Analytics and Data Platform. 

At Inspire 2019 Microsoft introduced advanced specializations. A competency measures a partner's broad 

technical capability in a Microsoft product or technology. An advanced specialization measures more in-

depth capabilities in a specic solution area. Advanced specializations require a partner to rst have an 

active gold competency aligned to the advanced specialization they are interested in earning and can have 

additional requirements that may include, but are not limited to veriable customer references, public case 

studies, Microsoft technology performance indicators and architectural reviews.

To get Microsoft competencies, you need to have individuals at your company pass certain exams, you 

need to pay the competency fees and for certain competencies there are minimum sales volume 

requirements. 

Microsoft Competencies

In Modern Workplace there are six competencies. Collaboration & Content, Communications, Cloud 

Productivity, Enterprise Mobility Management, Messaging and Project & Portfolio. 

There is no longer a learning partner competency but now with certain competencies you can add a 

learning option by generating a minimum sales volume of Microsoft ofcial Learning Product purchased 

through the Courseware Marketplace every membership year. 

For Cloud Productivity there is a requirement of active entitlements.  And active entitlement means when a 

purchased license is assigned to an end-user and that end-user has performed an intentional action on the 

workload in last 28 days. For these customers, you have to be associated as Ofce 365 Delegated 

Administrator or Transacting Partner or Digital Partner of Record.

39 https://partner.microsoft.com/en-US/membership/competencies#tab-content-1

A Microsoft competency is a stamp of approval that you, as a partner, have skills, capabilities ,customer 

references and a certain sales volume in certain technology areas. The competency categories have been 

aligned to the Microsoft areas of Applications and Infrastructure, Business Applications, Data & AI and 
39 Modern Workplace.
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 Windows Server and SQL Server Migration to Microsoft Azure

 SAP on Microsoft Azure

Currently there are the following advanced specializations:

Licensing40 

 Kubernetes on Microsoft Azure

 Linux and Open Source Databases Migration to Microsoft Azure

 Data Warehouse Migration to Microsoft Azure

 Modernization of Web Applications to Microsoft Azure

 Adoption and Change Management Advanced Specialization

Microsoft normally does not change competencies often as getting to a competency status for a partner 

can be a journey of multiple years between training employees, passing exams and getting a minimum 

amount of customer references. However, the last two years have seen quite some changes to the 

competencies. 

As a partner if you want to play seriously in the Microsoft ecosystem you need to be a competency partner. 

In order to be a competency partner, you need to invest in training your people and you need to pay the 

fee every year. It is a cost of doing business with Microsoft. 

Customers can buy Microsoft licenses and cloud services either via commercial licensing agreements, via a 

cloud solution provider or directly on the web. For Service Providers Microsoft has a pay-as-you-go 
41 model.

40 We will refrain from going into to licensing for Public sector, nonprots and educational institutions.                                                                                     

For a detailed overview see https://www.microsoft.com/en-us/licensing/mpsa/default
41 Called a SPLA license, Services Provider License Agreement. 

Selling licenses is only an option for LSP´s (Licensing Solution Providers) and resellers. However now any 

partner can become a Cloud Solution Provider and resell certain cloud services. 

You might think that everything is 

cloud these days but as we have 

seen in chapter 2 only about 30 

percent of Microsoft´s revenue is in 

the cloud currently. Even in the 

cloud you have to understand 

licensing. Understanding licensing 

at a conceptual level is important 

as it can impact your business as a 

partner as a customer these days 

expects you to not only 

understand the Microsoft 

technology stack but to be also 

able to advise him/her on the 

possible licensing options. 
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The key to understanding which licensing vehicle to choose depends on

Ÿ The size and type of an organization.

Ÿ The way in which an organization wants to use those products.

Ÿ The products that an organization wants to license.

At the most basic level, the Microsoft Commercial Licensing agreement models address organizations in 

the following main categories:

Ÿ Customers with 500 or more users or devices should use an Enterprise Agreement

Ÿ Customers with less than 250 users or devices can buy Open Licenses. 

Ÿ Customers with 250 and or customers with 500 or more users that do not want an enterprise 

agreement can buy a Microsoft Products and Services Agreement (MPSA) for online services, software, 

and Software Assurance (optional).

The Cloud Solution Provider Program

Enrollments are contracts about the ordering of software. The customer promises to buy a certain quantity 

of software and certain types of software. In return, the customer receives discount. Enrollments are a 

Microsoft way to push customers in a certain direction. Software Assurance (SA) is a kind of maintenance 

contract.

Volume Licensing has three important components: agreements or programs, enrollments and software 

assurance. 

Volume Licensing agreements

An agreement is a procurement contract. In the contract Microsoft and the customer agree on many 

things. It has information on processes like True-Up and denes the length of the contract, the payment, 

terms for additional product license acquisitions, subsequent orders and perpetual rights.

The Cloud Solution Provider program is a licensing vehicle that enables all Microsoft partners to resell 

Microsoft cloud services. The reasons that Microsoft states for launching the program are providing the 

partners with end to end customer ownership, creating a recurring revenue opportunity for partners and 
42creating upsell and cross sell opportunities for partners.  As partners are being paid for actual customer 

usage it is a key vehicle for Microsoft to drive cloud consumption. 

Microsoft launched the program in FY15. The rst workload on CSP was O365. Later, Microsoft added 

Azure, Dynamics, EMS and Windows Enterprise. You can now license from the desktop to the datacenter 

with CSP. There are three different CSP models. A direct CSP, and indirect CSP reseller and an indirect CSP 

provider option. 

Microsoft recently announced that it is going to apply minimum volume requirements to direct CSP's and 

in their FY19 incentives the CSP direct incentives are similar to the CSP indirect reseller incentives. The only 

advantage of being CSP Direct is the direct billing relationship with the customer. In our view Microsoft is 

trying to reduce the amount of direct CSP´s. Most will become indirect resellers, some might become an 

indirect CSP provider if they can meet certain minimum volume requirements. 

42 https://assets.microsoft.com/en-us/IDC-partner-choice-for-cloud-success.pdf
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This is typical Microsoft. They rst launch a program to go as broad as possible and to get as many 

partners in the program. Then they rene or redesign the program. In the agreement you sign to become 

part of the MPN, Microsoft clearly states that is has the right to cancel or change any program with a 30-
43day notice although they will try to give at least 90 days' notice.

For a lot of partners moving into a subscription based, monthly model where you have to do transactional 

billing and manage credit is very different from their core business. The CSP business is a monthly business 

that has its own metrics versus classic licensing, like month over month growth versus year over year. Going 

into the CSP business as a direct CSP requires different skills in operations, sales, marketing and support.

Ÿ Cloud services. This is where Microsoft wants to accelerate customer adoption, usage and consumption 

of online services across enterprise and SMB and partners can earn money via selling, deploying and 

managing online services solutions through any business model. 

Microsoft incentives can be 

broadly seen in four categories. 

44 See a detailed overview of all Microsoft channel incentives at www.aka.ms/partnerincentives 

Microsoft spends several billions of 

dollars on channel incentives each 

year. Several years ago, all channel 

incentives went to on premise 

software and almost all of it went 

to distributors and LSP´s. 

Nowadays 60 percent is going to 

cloud workloads and to a broader 

spectrum of partners via 
45 mechanisms like CSP.

45 Microsoft states that the percentage of overall incentives going to cloud have evolved from 13% in FY13, 19% in FY14, 32% in FY15, 44% in FY16, 50% 

in FY 17 and more than 60% in FY18. 

Ÿ Enterprise incentives. This is 

where Microsoft wants to 

secure and maintain annuity relationships and drive cloud transformation and where partners can earn 

money for selling and transacting via EA or CSP.

Reselling plain vanilla Microsoft Cloud Services will put you in competition with the whole world including 

Microsoft. You need an additional value proposition which can include additional managed services, 

additional IP, access to a very specic customer segment where you have a privileged position, etc. 

Channel incentives44 

Ÿ SMB incentives. This is where Microsoft wants to expand partner and customer reach and frequency to 

drive cloud-based offerings and where partners can earn money for selling and transacting via Open 

licenses or CSP. 

Ÿ Devices. Distributors and resellers can earn incentives by selling strategic devices like surface hub. 

43 From the Microsoft partner Network Agreement: Changes to MPN Programs or Offers. Microsoft may update, change or remove any portion of an 

MPN Program or Offer, including incentives, campaigns, and programs, and Microsoft may cancel an entire MPN Program or Offer. Microsoft will use 

commercially reasonable efforts to provide you with 30 days' notice of such update or change, and 90 days' notice of any cancellation of an MPN 

Program or Offer. Your continued participation in an MPN Program or Offer following an update or change conrms your acceptance of such update or 

change. 
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Knowing which licenses and products your customer has bought is important. Sometimes as a 

partner you are competing with other vendors that use technology from Microsoft´s competitors. If 

you understand the customers Microsoft licensing estate, you might be able to help the customer 

understand that your Microsoft based solution is cheaper because of the licenses that s/he already 

owns or because it is only a step-up license etc. Microsoft will never share the full detail in writing of 

the customer´s license estate as this goes against data privacy laws LSP´s have an advantage as they 

know exactly what the customer owns and when he needs to renew. 

There are a couple of ways to understand where Microsoft is going strategically. One way is to study 

through various mechanisms Microsoft´s strategy as explained in chapter 1. Another way is to 

understand where Microsoft is spending its money on channel incentives long, medium and short 

term.  Now the dollars are going to cloud, to usage & consumption and to the CSP model. In order 

to get the most out of the incentives program you have to invest time to study the incentives and 

claim them. The incentive scheme is very complex and there is a lot of administrative overhead 

involved.

Lessons for Partners

Conclusions
There is a level of investment you need to do in working with Microsoft as a partner. You need to be 

an ofcial partner, you need to have competencies and you need to pay your fees. You also need to 

understand why Microsoft does things in a certain way. However, once you do that investment, there 

is a wealth of assets, information, training and incentives out there. But you will only get something 

out of it if you study it and try to get the most out of all these benets.
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Working with Microsoft Consulting 

Services

Overview

MCS tends to focus on larger customer engagements and intends to make the market for Microsoft on new 

technologies or ´bleeding edge´ projects. However, MCS runs a P&L and is bound to the same KPI´s as any 

systems integrator. They need to sell, have their people be busy and not lose money on xed price projects. The 

premier segment, which is the proactive support is at least half of the business and is the segment with the 

highest customer satisfaction and the lowest risk. 

We added this section as a lot of our IAMCP members are services companies that run into Microsoft 

Consulting Services at their customers.

Intro

The last time Microsoft reported headcount in the product support & consulting unit was 2015 and at the time 

there were 32.000 people. However probably close to 20.000 were in product support. That leaves 12.000 

people in MCS selling and delivering digital advisory, consulting projects and premier support. 

Chapter 8
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It seems that MCS has become a 

smaller entity which can focus 

more on bleeding edge consulting 

engagements. This is directionally 

conrmed by moving the P&L into 

the overall business. 

Premier and consulting delivery have been pulled together and verticalized and they now no longer report 

locally into the services lead but into global domains. At a local level remains sales which has both a 

vertical sales team and workload focused sales roles. Delivery also has vertical managers who report up to 

a delivery manager and reporting into these vertical managers are account delivery executives. 

July 2020 Reorganization

The services P&L is no longer held within services but is now held on area level. 

MCS has very high rates compared to any Microsoft partner out there. Depending on the country the rate 

can be from 1,5X to 3X the average partner rate. Why do customers buy from MCS? There are a couple of 

reasons. One, for insurance. MCS can never walk away from a project run on Microsoft technology. Two, 

because sometimes the Microsoft sales organization is pushing MCS hard in the customer. And three, when 

the technology is very experimental, and it is too risky to work with a partner. 

The premier segment has been moved out of MCS into the Customer Success department. 

There has been a pretty big organization of MCS in July 2020 which we are still trying to come to grips with. 

Microsoft has made several strategic and operational changes with MCS over the years. At a certain 

moment in time MCS created IP on their own, then that was abandoned and now they seem to be doing 

some of that again. 

In our view this is good for 

partners, as we expect less 

competition from Microsoft 

services with partners for the same 

kind of projects. 
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Opportunities arise as well in subsequent phases of MCS contracts as it is very difcult for MCS to be 

able to do the maintenance on projects they have delivered due to the very high rates they use.

Partners sometimes have difculties in working with MCS. As a partner, if you are a systems 

integrator and you work on strategic and enterprise accounts, you will come across MCS. There will 

be co-opetition. Our view is that it is best to be transparent and upfront with MCS and to establish a 

good governance and active relationships. For very large SI´s MCS will sometimes be more of a 

competitor. If you are a smaller SI but you work in the same account space our suggestion is to get 

close to MCS. 

There are different working models with customers. MCS can prime and can contract a piece via 

xed price from a partner. They can subcontract resources in T&M fashion. A partner can prime and 

have a Q&A piece from MCS. Another angle is to proactively subcontract resources to MCS. The 

people a partner subcontracts to MCS will in general be working on modern technologies and that 

way learn on the job. 

Lessons for Partners

Microsoft services is probably 30% of the headcount of Microsoft and less than 2% of the prot of 

the company. MCS for Microsoft is an investment. The P&L structure of a consulting services 

company is not as interesting as the P&L of a software or a cloud services company. Microsoft will 

never make consulting services the biggest part of the organization. 

Conclusions

However, with IT buying happening more and more through business decision makers and 

customers going through digital transformation, Microsoft will need to be more on the forefront of 

creating new capabilities and solutions at their customers.
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In this chapter we will try to provide you with some guidance to be able to answer the following questions 

as a Microsoft partner: 

à   What am I going to be?

Every partner company in the Microsoft ecosystem is looking at market trends, is looking at the speed at which 

those trends are happening in their customers´ business and in their own business. The speed of transformation 

in turn depends on the industry, geography and competitors. It is our nding that, basically, there are now four 

partner types: ISVs, Modern partners, Distributors and Asset heavy partners.

à  How do I get there?

à  What will be my value add and differentiation?

Define your strategy

à  Where am I going to play?

à  At what cost?

Chapter 9
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Cloud architecture and lock in. ISVs worry about the dependence on and lock in on the Microsoft platform. 

Pricing models. ISVs are using different pricing models. Even ISVs that have not moved to a cloud delivery 

model have in some cases moved to a per user pricing. Some have monthly models, other have yearly models. 

Some bill on a per month basis, others bill one or three years in advance. 

à   What am I going to be? In general, most ISVs know what they are and what they want to be, what 

value they provide for which type of customer in which segment and industry. They might add 

adjacent functionalities or industries.  

We have seen that ISVs are thinking about the following things:

The question - what am I going to be? - is probably the easiest to answer if you are an ISV. In 99 percent of 

cases you will remain an ISV and you won't be programmatically adding the other business models like 

project implementation, managed services or software resell. The only exceptions would be helping in 

initial project implementations to get a partner started for example, providing a managed service for a 

very specic customized solution or enabling a customer via your CSP contract. However, this would always 

be to support your core ISV business.  

Geo focus. Most ISVs have a regional or global aspiration. What is different is the level of maturity and 
46execution. If there is one area where Microsoft could help ISVs it is to help them effectively go abroad.

46 Microsoft does not seem to have a framework, a methodology, the resource focus and all the right incentives in place to effectively do this. The most 

successful cases we have seen is because Microsoft headquarters in Redmond made introductions to the Microsoft eld or pushed a specic ISV. This is 

ad-hoc and is not a scalable model. The ideal model would be that Microsoft sits down with an ISV to understand what solution they have or want to 

build and deeply understands the technical aspects, the solution value add, the industry and segment etc. Then Microsoft should help in understanding 

how much potential market is out there, help with the business plan, prioritize geographies, help in selecting implementation and resell partners, get the 

ISV connected with the local eld organization and incentivize the local eld sales org. In order to do this Microsoft would need a team of high-level 

consultants on both the business and technical side who cannot be measured on the scal year revenue they generate. Helping an ISV go abroad and be 

successful cannot be measured in a 12 months period. 

Public Cloud Pricing. Depending on the type of solution and type of industry some ISVs make heavier use of 

Azure than others. An SMB ERP in the cloud uses a lot less Azure than a media streaming solution for the media 

industry. In this second case, a couple of cents difference between Azure and AWS can have a big impact. 

ISVs

Indirect sales channel. All ISVs are working or planning to work via partners but the maturity levels are 

different. From accidental connections and projects to fully blown high cost strategies via existing distributors 

like for example a Techdata or Ingram. 

Cloud and new capabilities. ISVs that have moved to the cloud are considering how to use features that the 

Microsoft cloud platform provides like AI and Big Data in their future product strategy. 

To answer the questions that we started our chapter with for ISVs 

à  Where am I going to play? This question for ISVs is more related to geography. 

à  What will be my value add and differentiation? Most ISVs have a clear understanding of what 

they offer, to which customer segment, industry and who their competition is. 

à  How do I get there? This question for ISVs is more related to how quickly they have moved to 

cloud based pricing and cloud technology. 

à  At what cost? It is difcult to give any real cost estimates as it depends on the complexity of the 

solution you are building. 
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We suggest that you model different scenarios for the four business models. There are different 

margins depending on the type of business. Investment and payback time are different. The risk 

prole of the different business is different. After modelling decide on how much, if any, of the 

four business models you would like to be doing and set targets for the short, medium and long 

term. 

If your model is largely resale you will want to move into services, projects and managed services. However, 

if you are largely a reseller you will have a workforce focused on short term sales transactions and on 

operational excellence. You will need to hire the technical resources to move into projects. You will need to 

create project management capabilities, you will need to create project accounting capabilities in your 

nancial systems. You will probably need to hire new sales people. You will need to attract the necessary 

technical talent. A quicker way to do this is to buy existing services companies which is what some LSP´s are 

doing.  

47 However we expect Microsoft to equalize CSP and EA pricing in the future. 

Specialization. There are different ways to specialize. Technology based, innovation focused, functional, 

industry, etc. With the rapid advances of technology, it will be more difcult to be and remain a generalist 

except for the really big players. As the world moves more to ecosystems and as we will see more uid P2P 

constructions it will become easier to connect to other specialized partners to provide an end to end 

solution.

As a project services company you can move into resell via the CSP program. If you work on large 

customers, most of these will already be a Microsoft EA customer and you will have few CSP resell 

opportunities as the customer will already own most of the licenses/cloud services plus you will not be able 
47to compete on price.  If you work in SMB and potential greeneld customers, proactively reselling via CSP 

is probably worth your while. Keep in mind as well that to most project based companies reselling cloud 

services doesn't come natural to their sales force. 

Intellectual property. Microsoft is pushing the IP lever hard providing some help with the what and the 

how but with not a lot of nancial support for partners. 

There are different strategies for going abroad. The more direct control you want the more 

expensive. P2P with likeminded partners is a potential low-cost option. If you have IP you can start 

to think about creating an indirect channel.

Geographic focus. For the modern partner, how the geographic strategy decision might be inuenced in 

this new world has to do with how quickly the market will move to solutions bought via market places and 

how quickly customers will move to buying full blown SaaS solutions. In order to have solutions in 

marketplaces you need IP. Then there are the strategies that have always been in place like follow a 

customer that needs support abroad.

As a project services based company the move into managed services can happen in different ways. The 

easiest way is on the back of projects you have done for your customers where you also offer maintenance 

of software and potentially cloud services. However, keep in mind that when moving into managed 

services you need another type of skills, you need supporting infrastructure, you are moving to providing 

SLA´s, probably 7x24 support, etc. And you will need a minimum volume of business to pay for all this hard 

and soft infrastructure. 
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The Modern Partner
While ISVs might have the cleanest 

model and clearest strategy, we have 

found that services companies and 

companies that come from a majority 

resell background are all moving into the 

same direction. They are all considering a 

mix of services (business consulting, 

systems integration, managed services), 

they are looking at IP and they are 

starting to include reselling Microsoft 

cloud services. That is why we have 

pulled them all together into one category which we call the modern partner. In this category we have put 

software resellers like LSP´s, managed services providers, systems integrators, business consultants, 

dynamics partners, solution partners and global Si´s.

Cloud revenue. As discussed before all modern partners are aware that they need to move to cloud 

projects as much as possible. On premise will survive in very large customers with a lot of legacy and 

maybe in some regulated industries. The SMB segment will mostly move to the cloud in its entirety. LSP´s 

are hiring cloud architects, presales consultants, are investing in offshore services capabilities and are 

buying services companies. Managed services providers are including more public and hybrid cloud either 

as a delivery mechanism for their end customer services or as part of their service portfolio. Devops and 

automation are becoming key areas for investment. Systems integrators are all over the place. Some are 

more advanced than others. Business consultants tend to be at the same level as general SI´s with their 

level of cloud skills. Dynamics partners were a behind in cloud skills, specically in Azure skills, but they 

have been catching up over the last couple of years. 

We would suggest setting a goal for the % of cloud revenue you want to generate short medium 

and long term. You will want to be aggressive in order not to fall behind your competition.  

Historically smaller SI´s, solution partners, business consultants and Dynamics partners were heavier on the 

project side and maybe had some managed services but not as a core business. Dynamics partners were 

used to reselling software with high margins, as this part of the Microsoft business had a different history. 

They have had to adjust to lower software resell margins, but most have expanded into CSP resell of other 

Microsoft solutions like O365 and Azure. SI´s in general did not resell any Microsoft software as the margins 

were not interesting plus Microsoft did only allow certain partners to resell. In some smaller countries some 

of the existing solution partners were also software resellers. 

If you are a project services based company (what Microsoft calls solution partners, SI´s or business 

consultant) you can move into managed services, IP creation and software resell. IP creation is on the one 

hand easy as you will have probably done projects from which you can re-use IP, either horizontal or 

vertical. However, on a continuum, from reactive use to full blown solutions there are a lot of different 

scenarios and costs involved. The more you move to the right the higher the cost and the longer the 

payback time but if you are successful the higher the margin will be.  

Business model. What we have seen is the modern partners are looking at all four pillars of the modern 

partner business model. Projects, managed services, IP and resell. Depending on your starting point and 

where you want to go there are different levels of focus on the different business models. 
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à What will be my value add and differentiation? The times of being everything to everybody are 

gone. Think about how you add value, where do you specialize? How do you differentiate from your 

competition? Make sure that Microsoft understands why and how you are different.

à At what cost? This depends on the amount of transformation you need to do and on your sources 

of nancing. Do you need to nance from ongoing operations? Can you attract outside capital? Will 

you go for debt nancing?

à How do I get there? Model carefully and look at all your options. Do not blindly follow what 

Microsoft tells you to do. 

Building IP is expensive. Before you get in 

too deep use modern management 

philosophies like design thinking and lean 

startup for the IP you are creating. Think 

about the existing people proles you have versus the proles you need. 

Customization. In the cloud world, in general, you want to stay away from customization. We are moving 

from customization to personalization. Personalization is adjusting standard settings or capabilities in the 

product for a customer. The challenge here Is that a lot of customization for a customer means more 

consulting revenue and more maintenance revenue for the partner. Everything which is a commodity, 

customers will want to customize as little as possible. There is no competitive advantage to be had with 

O365 or with an ERP solution if your competitors can buy that same solution. For their core business, 

where the customers have a competitive advantage, the customer will build and customize solutions. 

We see IP along a continuum. From IP as a 

reactive strategy to a more proactive strategy, to 

re-use of technical artifacts, to re-use of business 

artifacts, to solutions that are in the OCP 

catalogue, to uploading your solutions to a 

Microsoft marketplace, to being a full-blown ISV. 

Customers will want customization only in areas where they want to have a competitive advantage. 

In all other areas they will drive for standardization with minimum personalization. 

Customer segment. If you focus on SMB you need to scale. In order to scale you need to standardize. You 

need to make it repeatable. You need to automate. You need to move to per user monthly pricing. You will 

also nd yourself working more with the Microsoft OCP organization and the tele sales teams. When you 

work with large customers you will deliver more customized solutions. You will still be able to get paid for a 

project with part upfront payments. You will engage with the enterprise unit, ATU, STU, CSU and with 

Microsoft services.  

Your strategic choice of customer segment drives impact on standardization, pricing, scale, pricing 

models and who to engage with at Microsoft.  

We will try to give some direction for answering the key questions for modern partners. 

à What am I going to be? Think carefully about what you are going to be, in which business models 

you are going to play, what the cost of these business models are, what it will take you to get there 

and what the risk proles are of these business models. 

à Where am I going to play? Think about the customer segments, the vertical industries and 

geographic scope. 
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The Distributor

The Asset Heavy provider

Based on our market knowledge what we found interesting is that distributors are transforming rapidly in 

becoming cloud brokers, are hiring technical consultants and architects to help other channel partners with 

their cloud projects and are providing digital marketing services for partners that don't have those 

capabilities. 

We have summarized the strategy topics per partner type below in table 4.

We have separated out what we call the asset heavy providers like hosters, housing companies and Telco's. 

Being asset heavy can potentially become a disadvantage with a world moving to a few hyperscale 

providers and a world were infrastructure will be run by software. 

Table 4. Partner Strategy options II

Partner

Type

Subtype Partner strategy topics

ISV Cloud architecture and lock in?

Public Cloud Pricing

Geo focus.

How to build my indirect sales channel?

How to use new cloud enabled functionalities like Ai?

Experiment with pricing models

How to get to high levels of cloud related revenue?

What business models are attractive to me? Projects, managed

services, IP creation, resell?

Where do I play geographically? Do I build P2P partnerships or even an

indirect channel for my IP?

Do I specialize? On what and where?

Do I build IP? What do I build? Why? Where to start? What will it cost?

How do I sell and distribute my IP?

Do I try to stay away from customization or is it key to what I do and

what my customer segment wants?

What is my customer segment? SMB or Enterprise? What size SMB?

What vertical Market?

How do I move from very low margin HW and SW resale to cloud?

What cloud brokerage capabilities do I buy versus build?

What other value add services can I provide to my partners?

Do I start to play a role with direct end customers in support of my

channel?

Where do I play versus Hyperscale clouds? Do I compete or partner or

both?

What is the long-term strategy for my assets?

Modern

Partner =

Services, IP

and Resell

partner

Software

reseller, MSP,

Systems

Integrator,

Business

Consultant,

Dynamics

partner,

Solution

Partner, Global

SI

Distributors

Asset

heavy

providers

Hosters,

Telco’s
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In the next chapter we will try to operationalize how to engage with Microsoft through the lens of 

two partner types. The modern partner and the ISV. 

Lessons for Partners
Do not depend too much on Microsoft. Microsoft will change incentives, cancel products, change 

roadmaps, move people around, restructure from one year to the next, cancel programs and 

funding, etc. Rely on yourself and your own strategy while understanding where Microsoft is going 

long, medium and short term. Take advantage of what Microsoft offers you but let that never be 

such a large part of your business to put yourself at risk. 

We cannot give a one size ts all answer for some of the questions that we asked in the beginning of 

the chapter. What we can do and hopefully have done is paint a picture of where the world is going, 

what the strategy topics are for partners and what some of the key issues and questions are. One of 

the biggest challenges you will have as a partner is to decide which things you will have to stop 

doing. 

Conclusions
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In this chapter we will give you guidance on how to operationalize your engagement with Microsoft. 

à Your value add to Microsoft. 

à The customer segment you focus on. 

In the enterprise operating unit, you have strategic and enterprise accounts, in the SMC organization you 

have corporate and SMB accounts. The Microsoft account list is called the ´MAL´, the managed account list. 

This list describes what segment the customers falls in. 

Operationalize

Operationalizing your strategy with Microsoft
How to operationalize your strategy with Microsoft depends on the following overarching drivers. 

à  Single country or multi country focus.

Customer segment

Keep in mind that MCS does not necessarily follow the MAL 100 percent. They might decide that other 

customers are more strategic for them.  

The engagement model with Microsoft is very different if you work on customers in the enterprise 

segment versus customers in the SMC segment.  

Chapter 10

The IAMCP guide to partnering with Microsoft



Then it is wise to engage with Microsoft services as well. MCS is organized by verticals both in sales and 

delivery. Those verticals are managed by vertical sales managers and your account can have a services sales 

account manager assigned. Then, there are also services solution sales professionals, SSSP´s, that are 

solution area aligned and could be touching your account. On the delivery side there are industry aligned 

service delivery managers who have account delivery executives reporting to them. 

On a relatively large customer you can have ten or more people at Microsoft to engage with. On global 

accounts it can be even more. 

The OCP enterprise channel manager is not an opportunity manager for a partner generated opportunity. 

Nor does the enterprise channel manager review your pipeline of Microsoft opportunities.  The enterprise 

channel manager is assigned to a vertical industry. For that industry s/he needs to build a plan based on 

market opportunity. If there are co-sell ready solutions from partners for that industry vertical, then the 

Channel manager should generate a go to market plan for the industry/solution combination. If there are 

no solutions for the market opportunity, then the channel manager should go back to the build with 

organization to make sure that build with has the creation of solutions for this vertical opportunity on its 

radar. The channel manager also distributes new opportunities according to the documented partner 

specialization. 

In the enterprise segment you have to 

engage with a myriad of teams and roles. 

The account team unit, the specialist 

team unit, the customer success unit and 

the Microsoft services division, MCS.

In the enterprise segment it is our suggestion to keep the relevant channel managers in the loop as well 

but don't expect the channel manager to manage all the multiple internal connections in other 

departments on your behalf.  

It is our suggestion that you map out all the Microsoft people that are involved in your accounts. The 

enterprise account manager is the one role with the overall Microsoft vision of the account, but you might 

get more traction via some of these other roles. In our experience, it will be more you connecting with 

Microsoft than the other way around. Keep them informed of what you are doing in those accounts. Share 

your account plans with Microsoft. It is our experience that this proactive transparency pays back. 

In the enterprise segment on the 

accounts you have in common with 

Microsoft you need to understand who 

the account manager is and who the 

ATS´s (account technical specialists) are that cover those accounts. Then you need to understand who in 

the specialist sales organization (STU) covers the customer. This can be multiple people from multiple 

solution areas (modern workplace, apps & infra, data & AI and business apps). 

You also need to know if your customers are covered by the CSU, who are focused entirely on consumption 

of Microsoft cloud services in those customers.

Engaging in the enterprise 

segment.
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SMC for Microsoft is corporate accounts 

and SMB accounts. Both the corporate 

and SMB segments are managed by a 

Microsoft sales manager. The corporate 

segment might have some local account 

executives although the tendency is more 

toward tele sales engagement. Both the 

corporate segment and the SMB segment 

have support from the remote tele sales 

engines which have both account 

management and specialist roles. 

The OCP sell-with organization has territory channel managers for the corporate and SMB segments. There 

are more channel managers assigned to the corporate and SMB segment than to the enterprise segment. 

The SMC segment is more partner oriented than the enterprise segment. The direct sales resources are 

more limited and are in a remote capacity and MCS is not really interested in this segment except maybe 

for selling some premier support contracts. 

Make plans with the sales manager for corporate and SMC, be in contact with the Microsoft tele sales 

people, even better go and visit them, and engage with your tele sell with team. Like the enterprise 

channel managers, the territory channel managers are not opportunity managers for a partner generated 

opportunity. Nor does the territory channel manager review your pipeline of Microsoft opportunities. 

However, the territory channel managers do share opportunities that are generated either via inbound 

marketing, marketing campaigns or via the tele sales centers. 

Single country or multi country focus.
From an organizational design perspective working with Microsoft across different countries is easy. Once 

you have gured out your ideal engagement model of working with Microsoft in country A you can repeat 

the design for country B. The basic design of roles is the same for every country. If you want to engage 

with Microsoft in another sub it is as easy as asking somebody you know in Microsoft to look up who is in a 

specic role in that country you want to engage with and then reach out. You do need to have a clear plan 

for why you are reaching out and what value you will be adding.

Your value add to Microsoft
You need to understand what your value add is to Microsoft. Your value add can lie in having more 

powerful relations in certain customers. In being an industry specialist, in having deep niche knowledge 

and ideally knowledge where Microsoft still needs to win market share. Also think about the type of value 

add play you have. Do you focus only on an efciency play or do you have a creation play? An efciency 

play would be focusing on O365, M365, Azure IaaS, Datacenter, etc. A creation play would be generation 

of new solutions for customer using Azure PaaS, Big Data, AI, IOT etc. Partners with an efciency play focus 

more on the IT side of the end customers and partners with a creation play tend to be working with IT but 

also with line of business, innovation and other functional areas. 

Engaging in the SMC segment
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When you have an efciency play you are most interesting to Microsoft when you can add new customers 

or move on prem customers to the cloud. Microsoft is focusing more and more on these creation plays and 

partners that play in that space. 

If you as a partner work in more ´old style´ workloads or in workloads where Microsoft clearly feel they 

have won the battle, you will not get any love from Microsoft. They are happy to have you as a partner, you 

can use all the facilities they give you via the partner network, get incentives, go to events, but you will not 

get any proactive management and support. 

Should you engage with Microsoft? 

Plan, Execute & Govern

There is no single ´owner´ for your plan in Microsoft. The most interested person should be your PDM if 

you have one but discussing the plan with just the PDM does not sufce. You will want to socialize your 

plan with more people. The build-with lead, the GTM people if applicable to your strategy, the sell- with 

lead and either enterprise channel managers or territory channel managers. If you work in the enterprise 

space you will want to socialize your plan with the ATU leads, the STU managers and maybe some of the 

CSU managers as well. The higher you can get the better. If you can get your plan ´sponsored´ by senior 

leadership, it will have more impact. That sponsor could be the OCP lead and, in some cases, even the 

country GM. This is, of course, only possible for certain partners.  

Engaging with Microsoft has a cost. There is the basic cost of becoming a member of the partner network, 

getting to competency levels etc. You need to think about what level of alignment you need and what you 

can afford. If you are not providing any of the value adds mentioned above to Microsoft maybe you want 

to think twice before investing a lot of time and money in proactively engaging with Microsoft. 

Explain what type of company you are, and what your strategy is across the spectrum of projects, managed 

services, IP and resell. You can explain your geo focus, how much your cloud related revenue is and what 

your targets are around cloud, which Microsoft customer segment you focus on, if you are focused on 

customized solutions or standardized solutions, what pricing mechanisms you use, what type of 

specialization you have of where you will be focusing your specialization and what IP you have and what IP 

plans you have.

Make sure to write your plan in ´Microsoft language´. Use their terms and denitions. Also explain what 

you need and which ´asks´ you have for Microsoft. A couple of slides sufce. Don't make it too long or too 

complex. Always share those slides after meetings. Have paper copies of those slides with you to share 

during and after a meeting.  

Plan

You need to be very clear in what your value add is to Microsoft. Choose a limited number of areas. 

If you plan to go beyond a basic engagement model, then take some time to put your strategy with 

Microsoft on ´paper´. We hope we have given you enough input on the Microsoft strategy, plans and 

execution for you to understand if you should make a specic plan with Microsoft. There is no standard 

format that Microsoft imposes on its partners. Make it crisp. Explain what your company does, which 

(solution) areas you are focusing on, which verticals, which segments and which customers.  
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Govern
Governance is what will make you successful. Dene your governance matrix. This is like a multi-level sales 

matrix. You need to dene who needs a relationship with whom. How that relationship is established. How 

often these people need to meet. What the objective and expected outputs of those meetings should be. 

Agree this matrix with Microsoft. This is important as you are asking people for their time. Get those 

meetings in the calendar, at least for two quarters. The most senior level meetings you will want to get into 

the agenda for the whole scal year. Review your governance model execution, at least, once a month. 

Execute

Then, don't forget the Business group leads. They own the overall performance of the solution areas for the 

subsidiary all up. From enterprise to SMB. They have the helicopter view. They also have visibility of 

funding and, in some cases, are the requestors for larger funding from the area, or corporation and are 

approvers locally. The more people that know you and your company the better. But you have to be crisp 

and you must add value. It is probably worthwhile to create a governance matrix where you detail who in 

your organization is supposed to meet whom at Microsoft and how many times a year. 

Your planning horizon cannot be longer than one scal year with the Microsoft eld. Only if you engage 

with corp organizations in some cases a multi-year business plan can be established and sponsored. Your 

plan has two objectives. One is to explain and manage the ongoing business you have with Microsoft. But 

the other objective is to come away with one, two or maybe three key ´actions´ that can bring additional 

benets to you and Microsoft as a win-win. We will call these the ´big rocks´.

Your plan should have goals both on the ongoing business and on the big rocks. Ideally Microsoft buys in 

on those goals. 

48 The only exceptions are some of the very large partnerships that have alliance managers assigned on both sides. 

Microsoft will not be owning your plan. The best you can expect is some individuals at Microsoft co-
48owning some of the actions in your plan.  You will need to own the daily, weekly and monthly actions. Be 

proactive. Make sure your whole organization is proactive. Inform Microsoft of advances.  
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Conclusions
Making partnerships successful is hard work that requires ongoing effort. Partnership KPI´s are not 

part of the ongoing business KPI´s.  The people that do the hard work in the background are not 

normally the people that get the ´photo op´ moments when outcomes are successful. 

If you want to be successful in a partnership, you cannot abdicate the strategy and the management 

of that partnership to the alliance person. It needs to be a top down and bottom up approach. 

Executing on a partnership strategy is the responsibility of the CEO, the CMO, the Practice managers, 

the CTO and partner roles. Everybody in your organization that has something to do with Microsoft 

needs to be making the partnership successful on a day by day basis.

How to operationalize your strategy with Microsoft depends on the following overarching drivers: 

the customer segment you focus on, single country or multi country focus and your value add to 

Microsoft. 

Lessons for Partners

You need to reect on how much you should invest in operationalizing your strategy and execution 

with Microsoft. It is better to have a simple plan and execute than to have a complex plan that ends 

up in a drawer. The best way to guarantee that you execute on your partnership plan is to dene a 

governance model and to review the evolution of that model, at least, once a month.  
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Network, network, network

49 Microsoft is a company with a lot of marketing dollars however these dollars are extremely centrally managed within very tight program guidelines. The local 

Microsoft leadership will be very grateful for any sponsor money coming into their local events and this gives you access to senior local leadership. 

You can do all the right things, understand the Microsoft strategy, know the organization structure and setup, have a 

great company with great people, have the right products and capabilities, etc. In the end these are hygiene factors. 

You need to network. Go to a lot of events. Establish your governance matrix and actively plan your networking. 

Make sure that all key people in your company do the networking and not only the person responsible for the 
49Microsoft relationship. Sponsor Microsoft events.  Become a member of the local IAMCP chapter. 

General best practices

Best Practices & Challenges in working 

with Microsoft

Read, read, read. 
To understand where Microsoft is going, do your homework. Study and read what Nadella and key execs say as this 

will give you a view a couple of years out. 

In this chapter we will try to give some guidance of what to do and what not to do when working with 

Microsoft. 

Chapter 11
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Understand the agenda of the individual(s) you are meeting with.

Microsoft employees are very busy. The business is complex. They have a lot of internal meetings. There are a lot of 

internal control systems and scorecards. One sometimes wonders how they can still have time to see customers 

and partners. This means that as a partner you need to be in the driver's seat. Don't expect Microsoft to drive you. 

Some people might contact you regularly, but these are maybe not the right people. You need to understand who 

all the players are and drive the right governance. 

Everything you present to Microsoft make sure that you present in a language they understand. Use their 

acronyms. That will make the conversation a lot more uent. Microsoft has many partners they can work with. Be 

the one that is easy to work with.

Microsoft is a very complex company with an extremely broad set of products and offerings. Microsoft competes 

with the whole world, from enterprise to entertainment. Because of this complexity, it is key to design a working 

model as a partner that focusses on the right things, the right people and the right outcomes. There are many 

people at Microsoft, and they are all responsible for their limited piece of the pie. Every person at Microsoft has an 

agenda that needs to be pushed. Depending who you meet with they will push their own agenda. As a partner you 

need to understand that agenda. Simply ask the question. What is important for you? How are you measured? 

How can I help you reach your goals?

Sometimes small things can make a difference. Understand the scorecard of the individuals you work with. 

Understand where they need help. Sending a mail to the persons manager or managers manager from time to 

time when s/he has helped you out is a very small effort and will be appreciated. 

Be in the driver's seat

Be transparent and honest
Be open and transparent at what you are good at and what you are not good at. Don't sell smoke and mirrors. You 

might have initial traction, but it will backre dramatically. 

Explain yourself in Microsoft´s language

Help Microsoft people be successful 

Don't rely on Microsoft, rely on yourself

Think Partner2Partner

Microsoft is a great platform which can benet you and your company if you make the right use of that 

platform. Set the right expectations. Don't depend too much on Microsoft for leads, incentives, programs, 

support. Things might and will change. Sometimes for the good and sometimes for the bad. 

Gives, gets and asks
Some partners, when they are nally in front of more senior Microsoft folks,  start presenting and explaining all 

the wonderful things they do and then leave the meeting empty handed. You need to explain what you do but use 

a large part of the meeting to talk about things that are not working in the relationship, what you are giving 

Microsoft and what you are getting back versus what you expect back and have at least one ´ask´ at the end of 

your meeting. Most senior Microsoft execs like to get their hands dirty and will do a genuine effort to help you. 

It is impossible to cover all the Microsoft platforms and all the Microsoft products. If you want to bring end to end 

solutions to your customers, you have to work with other partners. Be open, be honest, be transparent, think win-

win. There are a lot of partners out there who have that mindset and you might be missing out on a bigger piece of 

the pie. 
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For all but the biggest companies in the world, the power balance in the relationship with Microsoft 

will be on Microsoft´s side, independent of how much Microsoft will tell you how much they value 

partners. Microsoft provides great technology, great resources and is one of the more partner-

oriented companies out there compared with their peers. Partnering with Microsoft can be great, 

but you need to think about how much you want to invest into the relationship.

Conclusions

Lessons for Partners
Partnering with Microsoft can bring a lot of benets. But you must be smart about it. First, question 

yourself about what you want to get out of the partnership with Microsoft. Then ask yourself how 

interesting you are for Microsoft. If you think that there is a win-win, then think about the best steps 

to engage with Microsoft considering your own strategy and business characteristics. ´Design´ your 

engagement strategy, execute and follow up.  
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IAMCP gives members tools to network, learn and expand. With proactive engagement, members enjoy 

growth—as individuals, as partners, as networks, as communities and as businesses.

Chapters typically gather once per month for regular meetings, which include educational presentations, 

organizational updates and briengs from Microsoft—as well as opportunities to interact with partner peers

50 The chapters have different maturity levels depending on the country. In some countries the IAMCP might not exist. In that case you can become a 

member of the global organization and participate in virtual chapters. 

50The IAMCP is the International Association of Microsoft Channel Partners.  Formed in 1994, the IAMCP 

serves as the preeminent global networking venue for Microsoft Partners. The IAMCP mission is to 

maximize the business potential of members through peer-to-peer interaction, member advocacy, 

community outreach, growth and education—while enhancing members' ties to Microsoft.

About the IAMCP

International Association of Microsoft 

Channel Partners (IAMCP)

Chapter 12
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l Peer collaboration and best practice expertise

Under its philosophy of Connect, Learn and Grow, IAMCP provides vital benets to its members:

l Direction and support from Microsoft on strategy, sales, marketing and technical enablement for 

partners of all sizes

l Exclusive educational opportunities

l Assistance navigating and leveraging the Microsoft ecosystem

l P2P (partner-to-partner) referral opportunities

l P2P alliance opportunities

l Strong, long-lasting, reciprocal business relationships built on trust and mutual respect

51IDC has done research on P2P strategies and execution.

Currently, IAMCP has over a hundred chapters globally.

Per IDC: “What we mean by partner to partner is partners collaborating with their peers on a one off 

interaction with their customers or in a more formal arrangement”.  

When does it make sense to partner with other partners? The answer is more often than you think. 

Research conducted by IDC provided the following reasons for engaging in partnering activities:

l Community-building charitable opportunities

l  Increased sales/marketing coverage in current and new geographies

l  Solution-specic expertise

l  Customer-specic knowledge and expertise

Partner2Partner or P2P 

l  Industry-specic expertise

In this research, the channel partners told IDC that partnering activities were valuable because they:

l  Increased market reputation and market share

l  Enabled channel partners to better compete and win business deals

“Major vendors will develop formal best-practice frameworks and contracting mechanisms to support P2P. 

Vendors are actively going to start to build resources to help ease matchmaking, contracting and to 

smooth out dispute resolution”. 

“Legally defensible IP (e.g. code) will become critical partner assets. As P2P continues to gain momentum 

and the workows blend together between the partner organizations recognized ownership of IP is going 

to be needed to maintain differentiation and how partners protect their margins”. 

Per IDC: “There will be a distinct segment of partners focused on P2P engagements, and their growth will 

outpace that of conventional customer-facing partners. This is because of the more customer focused 

offerings that they can provide and the increased addressable market”.

51 FEB 2018 - WEB CONFERENCE: TECH SUPPLIER - DOC # WC20180201 IDC's Worldwide IT Channels and Alliances 2018 Predictions 

https://www.idc.com/getdoc.jsp?containerId=WC20180201

l  Increased overall protability

l  Covered resource and solution gaps in current offerings
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53 https://azuremarketplace.microsoft.com/en-us

Microsoft has created platforms like Azure, M365 and D365 and the value of the Microsoft proposition lies 

in end-to-end customer scenarios that can span all three platforms. However, Microsoft is asking its partner 

network to specialize more and more, which can seem contradictory. The obvious solution for this is 

partners working with other partners in a win- win, low friction scenario. 

52 https://appsource.microsoft.com/

Currently Microsoft directly impacts in P2P through different online stores like Microsoft app source (for 
52 53Microsoft Dynamics 365, Ofce 365, and Power BI platforms) or the Azure marketplace.

Partner2partner execution is the Holy Grail for Microsoft as the sales cost is extremely low for Microsoft 

and successful P2P pulls through usage of the Microsoft products and platforms. 

IAMCP P2P Framework.
The IAMCP created a partner maturity framework in 2015. The best way to get started with this is to read 

54the whitepaper.  Per the introduction in the whitepaper: 

“It is often believed that partnering between companies is easy. Two rms agree that it is in their best 

interest to work together, so they do a deal or a project together. The deal or project is successful, so they 

try to do it again, and this time it fails because of miscommunication, assumptions made by one party or 

another, and so on. No one intended that a failed project would happen, but they also did not have a plan 

to make the project successful. The reality of successful and repeated partnering is that it is hard work. 

Casual, deal-oriented partnering may appear to be easy to do, but there are many opportunities for risk, 

mistakes, misunderstandings and, ultimately, failed projects. Successful and repeated partnering enables 

successful client projects as well as a successful partnership that leads to tremendous business growth. To 

create that successful partnership, it is necessary to understand the steps to get there”. 

54 IDC whitepaper A Blueprint for Partner-to-Partner Networks: The P2P Collaboration Framework see https://p2pmaturitymodel.com/ or 

http://www.joiniamcp.org/p2p-maturity-model-playbook.html
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On the IAMCP website there is additional information including a self-assessment. 

The framework is focused on or partners with IP who want to build out their partner network. Also, it 

assumes that you know who you need to partner with and then goes into the how. 

It is focused on partners that are clear on the fact that they want to partner and that are willing to make an 

investment in order to build up the mentioned business functions.

This framework has four maturity levels and ten business functions.  

Table 5. Partner Maturity Model

Joint business 

planning

Leads and 

pipeline

Agreement

Sales 

compensation

Geography

Resource 

utilization

Product and

customer 

support

None

No sharing

No template

No 

compensation 

for partnering

Locally only

Subcontractor

None

Ad hoc

Ad hoc, no structure

Rely on handshake or 

deal-specic contract

Ad hoc compensation 

for partnering

Locally only

Opportunity based

Ad hoc as customers 

report problems; may

have spread sheet 

tracking system

Activity based

Share specic 

campaigns, some

structure but outcome 

not measured

Letter of intent

Alignment of referral 

and project-based

compensation

Gain access to markets

in other geographies

Predened rates for 

shared resources; access 

to architects for 

sales activities

Single point of contact

(SPOC) for support; 

scheduled meetings to 

review customer and 

product issues

Annual plan with regular 

follow-up

Shared process to 

generate leads, scheduled

pipeline reviews, 

in-person meetings

Formal contract that 

denes all aspects of 

the relationship

Rationalized 

campaign-based

compensation

Market 

messaging
None

Only when asked 

or in response

to an opportunity

Ad hoc messaging; 

recognition of partners 

and capabilities

Fully integrated marketing

Strategically use partnering 

for broader geographical 

coverage

Integrated resource

planning covering

multiple competencies

Readiness and

certication

No plan Ad hoc, 

opportunity based

Joint partner training in 

overlapping areas,

joint planning to reduce

overlaps

Formal plan to earn 

certications, use strength 

in combined advanced 

certications to 

win customers

SPOC for support with 

shared CRM to proactively 

resolve and track 

customers and 

product issues

Customer 

relationships

and satisfaction

None Ad hoc, some 1:1 

customer meetings to 

understand experience

with each partner

Proactive management 

of customer satisfaction; 

shared references

Shared responsibility and 

action for customer service 

regardless of fault

Basic Reactive Proactive Dynamic
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Conclusions
The IAMCP is an independent organization of Microsoft partners which provides the tools to help 

you get a balanced perspective of how to do business with Microsoft. 

Lessons for Partners
Microsoft is decreasing the number of managed partners worldwide every year. If you are not a 

managed partner, you must gure out a lot of things yourself. The IAMCP is a great forum to get 

inside knowledge on how to work with Microsoft and about what is important and what is less 

important, through networking with people that have been in the eco-system for many years. 
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Closing Remarks

We have therefore tried to stay at a high enough abstraction level for this book to be useful for more than 

one scal year. It remains an introductory text. Getting to know Microsoft requires a lot of time and hard 

work. The best place to turbocharge that work is through the IAMCP.  

It is hard to write a book about how to work with Microsoft. Things like strategy and culture have a long-

term focus and do not change that much. However, things like programs, tactics and funding for partners 

can change yearly and even multiple times a year. 

Chapter 13

The IAMCP guide to partnering with Microsoft



70

The IAMCP mission is to maximize the business potential of members through peer-to-peer interaction, 

member advocacy, community outreach, growth and education—while enhancing members’ ties to 

Microsoft. Business development and higher bottom line prot are our goals.

Bob Marsh, affectionately known in IAMCP circles as Gandalf, the wizard, has certainly worked magic for 

the IAMCP. He had been hired by Microsoft to get teams ready for product launches 6 – 9 months ahead of 

the ofcial launch, so that partners were ready and informed about product capabilities. But, one pivotal 

afternoon in the early 2,000s, Bob was asked to facilitate a dinner meeting with a group of IAMCP partners 

in Redmond, VA, because a colleague had a conicting engagement. And Bob just listened. He heard, and 

saw, the IAMCP vision, and asked to be assigned to manage the relationship from the Microsoft 

perspective. And the rest, as they say, is history.Read more about Bob’s inuence on the growth of the 

IAMCP.

When Per joined the IAMCP, the organization was present in just 4 countries (U.S., Canada, Italy and 

Sweden). Per was given a mandate to make the IAMCP a global entity; under his leadership the 

organization’s footprint grew to include 44 countries. Per stepped down from the leadership in 2016, 

leaving a legacy of partnership successes behind him, and great inspiration for partner growth through P2P 

relationships.Read more about Per’s experiences in growing the IAMCP.

What Is IAMCP?
IAMCP is a professional association of Microsoft partners dedicated to helping companies and individuals 

in the "Microsoft ecosystem” to broaden their base of business opportunities through partnering with 

other IAMCP members – both within their own communities and around the world. The association is 

organised in chapters across three main regions: Americas, APAC, EMEA.

Our Mission

A Little History
Since its inception in 1994, the IAMCP has worked to bring the best Microsoft Partners together to 

leverage their joint strengths in delivering world class solutions to clients, while enhancing ties to Microsoft. 

The success of the IAMCP today is largely attributable to its founding fathers, two of whom are Bob Marsh 

and Per Wengren, previous Chairman of IAMCP International.

With 25 years of partnership success behind it, the IAMCP has grown to over 100 chapters in over 40 

countries – and over 2,000 members. And the growth continues, with several new chapters formed across 

the globe every year, making it easier than ever before for our membership to connect with other partners 

and Microsoft personnel.

The Microsoft Partner Network is the strongest ecosystem in the industry and the IAMCP builds on that 

strength, delivering even more value to Microsoft Partnerships through:

l Enhanced connections and a cohesive voice to Microsoft

l Enablement of the Microsoft Partner Network

IAMCP Today

l Access to events and Microsoft training programs

The IAMCP guide to partnering with Microsoft
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From its modest beginnings to becoming a major Microsoft ally, 

the IAMCP has earned its stripes through the dedication of its 

members around the world. Throughout 2019, we are proudly 

celebrating 25 years of business connections, friendships forged 

along the way, and the partnership vision that leads to growth.

Let's continue the momentum!

25th Anniversary
Celebrating 25 years of partnerships, the IAMCP is engaging in a 

number of activities throughout the year. And we made quite a 

splash at Inspire 2019 in Las Vegas, with our 25th Anniversary party, 

personal congratulations from Microsoft leadership, a high level of 

guest engagement - and many new members.

International Association of
Microsoft Channel Partners

TM

Connect Learn Grow    | |

25
Y e a r s

OF PARTNERSHIP

CELEBRATING

President,

IAMCP, Sergio Baptista, EMEA

Vice President & Marcomm Chair,  

Prashanth Subramanian, APAC

Secretary D&I Chair,

Sarika Malhotra, APAC

Treasurer,

Klaus Fander, EMEA

Neeraj Gargi,

APAC

Eddie Bader,

AMERICAS & Sponsorship Chair  

John Zarei, 

AMERICAS, CANADA

Ulises Aguilar,

AMERICAS, LATAM

Michiel van Vliet,

EMEA

Ro Kolakowski,

Compliance Chair

Randy Steinle,

MIST Chair 

(Microsoft IAMCP Strategy Team)

Cheryl Salazar,

Inspire Chair
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