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Preface

Let’s start with a simple and obvious question: Why another book on sales effectiveness?

If you are a student of sales management practices, as I am, you most likely have a bookshelf containing sales readings of all flavors and varieties. Yet, as you read and listen to sales-effectiveness advocates, you come away wondering, “Did I miss something?” Even the highly recommended, latest, most popular writings and products leave you scratching your head. “Why is this not clicking for me? Why are the solutions I need not jumping off the page? How come I feel that the writer does not really understand the unique nature of my sales organization?” Further confusion occurs when one highly regarded author seems to obliviously contradict another highly touted sales guru. We, the students, are lost.

Some popular thinkers are “sales motivators.” Others believe in the discipline of the selling process. Some admonish sales leaders for not being customer-focused or solution-oriented. There is the automation camp, which seeks to make virtual all things involving sales. And don’t forget the accountability/measurement tribe, the compensation troopers, or the skills and training faction. They, too, and others have solutions to improving sales force effectiveness.

Are any of the “solutions” offered by these advocates bad? No. Surprisingly, they are all appropriate to one degree or another. However, the dilemma is in knowing which solutions to use and when.

You will find the answer to this dilemma in The Sales Growth Imperative.

SALES DEPARTMENTS MUST GROW REVENUES

The Sales Growth Imperative begins and ends with a presumed corporate mandate for the sales function: grow revenues.

There is no ambiguity to the outcome—increased sales revenue. The challenge is “how.”

Like any other corporate function, sales organizations pursue a strategy using a defined structure and applying management practices. But the choices and approaches are endless. Poor decisions regarding any component—strategy, structure, or management—can be painfully costly to the company.

Sales leaders “are on the hook” to achieve revenue objectives. However, as The Sales Growth Imperative reveals, the right solutions depend on the growth stage of the industry and company. What works during the Start-Up Phase will not work, for example, when the core product hits market saturation. So the missing ingredient to making good sales leadership decisions is “growth rate.” Frankly, this is not a new concept. Others have provided ample information about how companies move through growth phases. What we present here, which is unique, is an up-close look at the sales department’s journey through these phases. The result provides a road map for managing sales departments as they begin, scale up, mature, and reinvent themselves.

TWO CONSTRUCTS

The Sales Growth Imperative uses two primary constructs: the Sales Management System and the Sales Growth Phases. The Sales Management System provides a complete framework for all functions within the sales department, including leadership, segments, coverage, contact continuum, organization design and jobs, resource deployment, sales talent and management, productivity metrics, performance management, compensation, sales operations, and technologies. We bring these well-known sales-effectiveness competencies together in an easy-to-follow format.

The Sales Growth Phases describe the four phases of growth—Start-Up, Volume Growth, Re-Evaluation, and Optimization. These four growth phases present typical and predictable challenges to sales force effectiveness consistent with different rates of growth.

The Sales Growth Imperative brings these two constructs together to suggest which solutions work best during each phase of growth.

HOW THIS BOOK IS ORGANIZED

The Sales Growth Imperative is divided into three major parts:

• Chapters 1 through 4—Sales Growth Challenges. These initial chapters provide the following: Present the need for sales growth, give an overview of sales organizations, introduce the Sales Management System, and describe the Sales Growth Phases.

• Chapters 5 through 14—Sales Effectiveness Solutions. Each of these chapters, starting with Chapter 5 and ending with Chapter 14, addresses one of the 10 sales management competencies presented in the Sales Management System. We offer sales-effectiveness solutions by each phase of growth—Start-Up, Volume Growth, Re-Evaluation, and Optimization.

• Chapters 15 and 16—Keeping the Sales Force Current. Chapter 15, “Sales Force Transformation,” suggests how to upgrade an obsolete sales function. And Chapter 16, “Annual Strategic Sales Plan,” describes the tools necessary to help keep a sales organization healthy on a year-to-year basis.

The Sales Growth Imperative presents the fundamentals of effective sales management and then defines the circumstances under which you should use the multitude of sales-effectiveness solutions.

TIDY BUT NOT PERFECT

The Sales Growth Imperative goes a long way to clarifying how to manage a successful sales department through different phases of growth. We solve most of the confusion about which sales management solutions to use and when. The book handily addresses the inexplicable conflicts that stalk the sales management profession by simply placing the conflicting solutions within the context of the growth rate of the company.

But the model is not perfect. There are many instances in which the suggested solutions may not be the right choice, given a company’s unique characteristics. Instead, sales leaders and corporate executives should read this book as a travel guide of sales management practices and not as a prescriptive cookbook. The primary takeaway from this book is that sales departments must grow revenue, and they will use different sales solutions depending on the growth rate of the company.
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PART 1
Sales Growth Challenges


ONE
The Sales Growth Imperative

Senior management expects sales departments to deliver year-over-year sales revenue growth. Expanding wealth creation derives from higher sales. Owners expect expanding wealth creation. A sales force is accountable for this revenue growth.

WHY GROW?

This book promotes a simple premise: For a business to be successful, it must grow; and for it to grow successfully, it needs an effective sales force. For the vast majority of business entities, great products and services cannot create expanding wealth unless there is revenue growth driven by effective selling. However, before accepting the sales growth solutions offered in this book, we need to challenge two assumptions: First, why must commercial entities grow? And second, why is a sales force necessary?

Driven by ambition and accomplishment, human endeavor and capitalism provide a rewarding outcome in the form of wealth creation. By adding the word “expanding” to the phrase “wealth creation”—expanding wealth creation—you establish the imperative for continuous revenue growth, which is the founding charter of all sales forces.

Consider the alternative: no revenue growth and therefore no expanding wealth creation. To accept no revenue growth, current operations must successfully satiate current and future wealth requirements of the owner. Consider these rhetorical questions from the “no-growth” family business owner: “Why grow? Things are pretty good where they are right now! If we spend money on growth, we could waste both our time and profits and worse, maybe lose it all.” Sounds like something a sole proprietor would say to the next generation of family members eager to grow the family business. However, the math is irrefutable. Without additional revenue growth, there is not enough wealth to share with the next generation of owners. Here is the situation: The business must grow or it will fail.

Beyond the realm of family business owners lay the majority of business entities. These small and midsize companies borrow money and hire ambitious talent to create wealth for the owners and employees. These constituents expect expanding wealth. Without revenue growth, expanding wealth is not possible.

Finally, large companies exist in highly competitive environments. Lack of growth leaves these companies vulnerable to business failures, including less than competitive products, promotion, distribution, and pricing. Needless to say, it’s not greed that drives growth in these enterprises, but survival.

However, not all businesses need to grow. Some might have a very narrow purpose. An example might help to illuminate. For generations, one family has won the bid—over and over again—to provide ferry service between an upscale residential island and the commercial district in a wealthy area. The family uses the money to pay for operations and summer jobs for the children. The remaining profits are set aside to pay for college educations. There is no need to grow to increase wealth. The financial need of the children for each generation remains manageable. Even with normal, albeit modest, price increases, the price level is so low that the family keeps competitive control over the ferry service generation after generation. The family’s limited need for expanding wealth reduces the need for aggressive and risky revenue growth that would inevitably raise costs and thus raise prices. These higher prices would put the ferry contract in competitive jeopardy. Why risk it?

Other industries may not have the luxury of growing. In mature markets, the customers’ needs are flat—not growing. Current vendors are fully meeting customer needs and thus no growth opportunity exists unless at a competitor’s expense. The only means to gain competitive market share is to reduce prices or wait for a competitor misstep. Further reduction in pricing might not be an option. And competitor missteps may occur only infrequently. In such a situation, growth remains tethered to the buying needs of the customers. Finally, some commodity markets dictate consumption. For firms in these markets, sales growth is subordinate to cost management and productivity improvement.

Shareholders’ Expectations

Shareholders of publicly traded companies expect a return on their investments. Sales revenue growth drives economic value for shareholders. Those who purchase shares during public offerings provide working capital for the corporation. The purchase price reflects a presumption by the new shareholder of an expected return on these invested dollars. The shareholder is making a bet on earning a competitive rate of return through payments of profits in the form of dividends or the resale value of the stock. Well-constructed executive compensation packages use stock, or stock-valued incentives, to align the interest of the executive team with that of the shareholders. What’s good for the shareholders should be good for the leadership team and vice versa.

The financial well-being of a company drives the market value of its stock. A convenient and neutral arbiter of a company’s value is the secondary resale market for its shares—the stock market. For most companies, it’s a simple formula: the larger and more profitable the enterprise, the higher the stock price. While stocks as an asset class will compete for investment dollars, causing ups and downs in market value, a company’s relative movements within its market provide a pretty good assessment of how well management is increasing shareholder value.

Conveniently, the stock market also provides an assessment of future prospects, too. The better the prospects for the company, the higher the market price of a stock. Three variables drive investor assessment: size, profitability, and growth rate. Without growth, a company cannot realize increasing size and, in most instances, future profits. Investors will accept a lower growth rate for substantial dividend payments. However, this assumes that the company can maintain profitable pricing without sales loss to the competition. For the most part, this seems only possible in regulated or near-monopoly markets where management has ensured pricing. In most other cases, the only means to increase shareholder value is to increase size and profits through growth. Setting aside mergers and acquisitions and new products, the sales department has the obligation to drive “organic” growth. This solidifies the sales department’s true north: sales growth.

Employee Expectations

Why would employees care about expanding wealth creation? Talented employees expect career and personal income growth. Without the investments provided by wealth creation, the organization would become stagnant. Employees would soon find that there was “no future” in working for the company. One of the primary risks to any company failing to provide growth for its employees is an exodus of ambitious personnel. While the negative impact of this exodus might not be readily apparent at first, over time the declining quality of personnel would soon threaten the ability of the company to respond to competitive threats or shifts in market practices.

But Why Do We Need a Sales Department?

Sales forces typically occupy a very prominent role in commercial enterprises. In a sense, we almost take them for granted. In fact, we marvel at companies that can scale up without sales entities. They seem so unusual. For example, businesses built around social networking and viral communities seem to have an almost unlimited supply of customers all acquired without the use of a sales department. However, if you look closer, every commercial business entity requires three customer contact protocols to create wealth: access, persuade, and fulfill. But not all enterprises need a sales department. However, even those without sales departments still must access, persuade, and fulfill. For example, your local grocery store—without a sales force—successfully employs all three of these elements in its business model. “Access” is store location. “Persuasion” is weekly advertising and in-store promotions. “Fulfillment” is the stocked shelves and checkout lines. Even our viral companies need to use this model to achieve economic gain. It’s much easier to grasp this concept if you think of the “community” as the product. The Internet company accumulates a community. The community is the product. The real customers are the advertisers. Locating advertisers is the access part of the equation. Securing advertisers is the persuasion component, and paid click-throughs are the fulfillment element. As expected, many viral community owners use sales people to sell advertising.

But not every commercial enterprise needs a sales force. A sales force is unnecessary when the customers already have a need for the product and they view the purchase as a low-risk decision. In these cases, the enterprise simply needs to provide product availability. Later, we discuss how rising customer knowledge can lower customer uncertainty, thus potentially reducing the need for high-priced sellers.

However, most business-to-business (B2B) commercial enterprises need sales people to help with all or parts of the customer contact protocols of access, persuade, and fulfill.

SALES DEPARTMENTS: THEIR CHARTER, LEGACY, AND FOLKLORE

No question about it: The sales function elicits divergent views. Some observers are major advocates of the sales function. They see successful selling as a key to improving company revenue. They promote the interests of the sales department. They celebrate the sales department’s success. They advance the political interests of the sales organization. They celebrate seller-driven customer acquisition. They view talented sellers as company assets eligible for well-earned rewards and acclaim. You might find these attitudes in companies that rely on sales personnel to differentiate their products, particularly in commodity or free-trade sectors. Also, if the company is in rapid growth, an aggressive sales force will help accelerate market share growth thus earning the respect and appreciation of senior management and the workforce in general.

Then, there is the alternative, darker view of the sales function. In this world, the sales department is a necessary evil. Sales personnel are expensive and of low utility. For example, product inventors believe that the company’s value resides in the creative and market-making nature of the product and should not need sellers. Elsewhere, finance is unhappy with the amount of money spent on the sales department. Product managers complain about the degree of sales support they get from the sales function. Customer service and fulfillment specialists have disdain for the unrealistic customer commitments made by the sales force. In a worse-case scenario, there is open hostility to the sales department. You might find this distasteful condition in companies that are suffering revenue declines. There are many suspects to accuse during any period of revenue decline, including the very visible and accountable sales department.


REVENUE GROWTH—NOT YOUR MEASURE?

Most companies use revenue growth as their primary measure of sales success. Some industries use other “size” measures to record growth. For example, the wholesale/distribution industry focuses on gross margin dollar growth. Some sectors of the financial services market measure asset growth—on which they earn fees. Select parts of the electronic components market measure design specification wins as measures of sales success.

Some industries have little influence over pricing, and organizations in these industries tend to use “units sold” as their growth measure. Other industries fortunate enough to have accurate data, use market share information to gauge the sales force’s relative success. At the individual performer level, more specific measures of sales success will reflect the influencing role of sales personnel. Regardless, sales departments have an ongoing responsibility to “add” new revenue—or, gross margin, assets, design wins, units, or market share—to increase available profits that contribute to expanding wealth creation.



Serving Two Masters

Sales departments serve two masters: product divisions and customers. These two independent groups define the sales department’s value proposition—that is, increase customer value by accomplishing the product division’s sales objectives. Buyers, competitors, and regulators will affect the preferred sales approach. And specific sales actions will need to pass the tests of other internal sublords such as finance, human relations (HR), information technology (IT), and legal.

But the sales department’s charter is clear. To internal resources, the sales department needs to be the vocal advocate for the customers. To external customers, the sales department needs to promote the product divisions’ value propositions. This dual accountability creates great challenges for a sales organization. To illustrate, consider two ships at sea. The first ship is the product division. The second ship is the customer. The sales department, acting like a supply line linking these two ships, copes with the turbulent seas as it attempts to sustain alignment between the two ships. When successful, the sales department is in “alignment” with buyer preferences and product manager needs. When not in alignment, a sales department will fail to sell products or meet customer needs. Driven by changes occurring at the product divisions and with the customers, sales departments must continuously adapt in order to successfully maintain optimum alignment.


WORDING CONVENTION: “PRODUCTS” VERSUS “SERVICES”

Companies provide different types of value to customers. Some sell tangible products like computers; others provide nonphysical services such as financial instruments. And, still others provide a hybrid offering of both tangible and intangible solutions. This book accommodates all the different types of value, including products, services, and combined solutions. Throughout the book, we refer collectively to all these variations as products.



Access, Persuade, and Fulfill

Successful customer coverage requires three customer contact competencies: access, persuade, and fulfill.

Access is the art and science of locating potential customers. Persuasion is the process of moving a customer from being a nonbuyer to a buyer. And fulfillment provides the services and products as purchased by the customer.

These contact competencies act as descriptors to help define various customer contact methods. The division of responsibility for these three competencies varies widely. In some cases, field marketing is responsible for locating potential customers. Or the salesperson is responsible for locating and signing new customers. In this instance we might call the salespeople new account sellers or “hunters.” Likewise, if a salesperson has access, persuade, and after-the-sale fulfillment support, we call them generalists. Finally, when the salespeople are responsible only for fulfillment, we refer to their jobs as customer care.

The combination of these three competencies—access, persuade, and fulfill—specifies the configuration of numerous and different types of sales and customer service jobs.
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Direct and Indirect Channels

A “sales channel” is a sales pathway to customers. A “direct” channel sells company-created products to end users. The end user does not resell or reconfigure the product for sale to any third party. A B2B direct sales force will have titles such as account manager, territory representative, global account manager, national account manager, and others. A team of pre- and postsales specialists might support these direct sales personnel.

An “indirect” sales channel is a method to promote products and services to end users by one or more third parties. There are many types of indirect channels, including agents, wholesalers, distributors, retailers, and numerous types of partners. With an indirect channel, there are normally two sales forces. The first sales force sells for the product creator to channel partners and might help with downstream end-user demand creation. Titles for this job include channel manager or partner executive. The second set of sellers works for the channel partners. Channel partners will have their own sales force calling on end users or other subordinate channel partners. Some indirect channel partners create and add value to the final product. Others simply fulfill without adding any product value.

As we will discover, while the “path” for direct and indirect channels differs, the objective remains the same: Grow revenue.

Dedication to Revenue Growth

The sales departments must grow revenue. From its inception, senior management gives sales leadership the mandate to grow top-line revenue. All future wealth creation stems from revenue growth. This at-birth charter gives the sales department its purpose: provide incremental revenue growth year over year over year.

As we will learn later, this blind growth imperative might lead to conflicting objectives and potentially detrimental efforts by the sales department. But, for the time being, we will accept that the unquestioned mission of a sales function is to grow revenues. Some would say that sales departments have no other mission.


THE SEARCH FOR GROWTH

Sales success measures what a sales department actually achieves as compared to what it can achieve. If there is a shortfall—that is, actual sales growth is behind expected sales growth—then a sales department must examine what it’s doing wrong in order to improve sales outcomes. Sales leaders must challenge themselves to find new and improved methods to fully optimize the available market potential. This book suggests the right sales-effectiveness solutions at the right time.




TWO
How Sales Departments Function

Sales departments are complex, changing entities. They differ in their application given the industry, size of company, types of products, sales complexity, and channels employed. However, regardless of their circumstances, sales departments share a common set of competencies as described by the Sales Management System™ a comprehensive sales-effectiveness framework.

SEARCHING FOR THE UNIVERSAL SALES MANAGEMENT MODEL

First let us define sales effectiveness. It describes the degree of seller alignment between the company’s product ambitions and the buyers’ needs. The outcome of an effective alignment is to improve customers’ outcomes and, at the same time, grow company profits. Is sales effectiveness a situational competency? That is, are the best solutions a function of the industry, size of company, types of products, sales complexity, and sales channels employed? Some would argue that no one model can explain how sales departments work or explain why one sales entity is successful and another is not. Let’s examine these factors and see how they affect sales management practices.

Industry

Consider several different industries: aerospace components, pharmaceuticals, consumer packaged goods, and commercial banking. What’s true about the sales forces supporting these industries? Do the sales forces of these disparate industries have anything in common? On the surface, not much.

• Aerospace component manufacturers—such as avionics and flight-deck controls—sell into the “programs” of aircraft manufacturers throughout the world, including North America, Europe, Brazil, and areas of emerging opportunities in Asia. Sales cycles are long, production runs are shallow, and long-term maintenance contracts follow the life of the product.

• Pharmaceutical representatives call on general practitioners, clinical specialists, hospital pharmacies, insurance companies, and health-care service organizations. Sales management might organize pharmaceutical representatives by geography, types of doctors, types of buyers, and even size of accounts. Pharmaceutical representatives do not sell to doctors; they influence doctors to prescribe medications. In this case, doctors are not the end-user buyers; patients and their insurance companies are. On the other hand, some pharmaceutical sales representatives make direct sales to central buyers at dispensing clinics and hospitals.

• Consumer packaged goods salespeople work with their channel partners. These partners might be major or minor retailers or independent brokers. Sales management might assign consumer packaged goods sellers to a retailer’s headquarters or perhaps to a geographic territory calling on retail outlets. Selling consumer packaged goods places a high emphasis on placement, promotion, and order fulfillment.

• Finally, commercial bankers selling bank services to major accounts employ a different sales model. These “calling officers” maintain ongoing relationships with customers, who will have periodic needs for bank products. Additional sales are available by increasing the number of service offerings the bank provides; this is known as cross-selling. In such cases, sales management assigns sellers to named accounts where they develop long-term relationships with the key stakeholders.

The differences don’t stop with these industries. Every industry has different requirements for its sales personnel.

Size of Company

Managing a small sales force clearly differs from managing a large sales force. A small sales force of fewer than 10 sales representatives will not have the extensive management requirements of the sales force of 1,000 sales representatives. Most sales management activities of a small sales force focus on supervising individual sellers and supporting sales opportunities. On the other hand, large sales organizations have to devote a significant amount of time to resource allocation decisions, managerial infrastructure, and reporting systems. It’s hard to imagine how the sales leadership activities of large sales organizations are similar to the sales leadership requirements of small sales organizations.

Types of Products

Another distinguishing characteristic affecting the management of sales departments is the types of products sold. For example, some organizations sell tangible, manufactured products. The features and benefits of the products play an important role in buyers’ purchasing preferences. Order fulfillment and ongoing servicing of the product could be important elements of the value proposition, too.

Selling services—nontangible products—require a different type of selling modality. Many services are ongoing. As a result, service management is a large part of the value proposition.

Selling a hybrid solution that includes both products and services presents an even greater sales challenge. In such cases, sales management must deploy multiple people in the selling process. For example, there may be an account manager supported by an overlay product and a service team.

Each of these product types has its own unique challenges and preferred selling methods.

Sales Complexity

Often, sales force complexity and size are highly correlated, but this is not always the case. Some very large sales entities are relatively simple, such as multilevel marketing organizations; whereas, some small sales entities may have many diverse selling roles. However, in most cases, as sales force size increases, so does sales force complexity, thus requiring greater sales management oversight.

Channels Employed

Finally, the sales channels employed provide the basis for stark variances among sales organizations. Selling skills and managerial competencies vary substantially between direct and indirect channels. Direct sellers need highly tuned skills to sell to end users. On the other hand, different and just as challenging are the skills needed to sell through channel partners. For example, knowing how to manage partners, over whom the company does not have direct control, presents its own unique challenges. Further, not all indirect channel partners are alike. Sales management methods employed are different for different channel types such as OEMs (original equipment manufacturers), VARs (value-added resellers), retailers, catalogs, agents, distributors, and wholesalers.

With all these factors affecting sales effectiveness, one would assume that it’s almost impossible to identify a single solution for achieving sales success. We will show you that this is a false assumption. In fact, we will demonstrate that successful sales entities conduct their affairs in a very similar and predictable manner independent of these distinguishing factors.

THE GOALS OF ALL SALES DEPARTMENTS

Regardless of the nature of the product and the types of channels employed, all sales departments share similar goals. These goals are:

• Grow revenue. A sales department’s first and foremost objective is to grow revenue. Expanding economic wealth requires selling resources to locate and close added sales revenue from new and existing customers.

• Manage costs. Sales departments need to grow revenue while controlling expenses. The return on investments (ROIs) of sales hold the sales department accountable for securing revenue in a cost-effective manner.

• Secure profitable revenue. In most instances, aside from start-up investments, sales personnel need to strive to ensure sales results that produce profitable outcomes for the company by securing the right volume, pricing, product mix, and terms.

• Engage customers in a manner consistent with the values of the company. Sales resources need to present the company’s products and services in a manner that represents the company’s stated market position and company ethos.

• Manage sales and support talent within company guidelines. Sales management needs to employ management methods that treat employees in a manner compliant with the company’s human resource policies.

• Conduct affairs of the company in a legal manner. Finally, as with all employees, sales personnel need to conduct the affairs of the company in a lawful fashion.

All well-run sales entities follow these principles as they pursue company commercial interests.

WHY SALESPEOPLE?

Any sales job includes one or more of the following tasks: locating customers, presenting the company’s value proposition, securing a purchase commitment, and helping with aftersale support. While these tasks represent job content, the primary purpose of sales personnel is to increase customers’ buying confidence so that they’ll purchase the company’s products. Sales persuasion involves educating customers on how the company’s products and services provide value and how this value is worth the purchase price. Ultimately, selling is about promoting value and reducing purchase risk through buyer education.

SALES MANAGEMENT SYSTEM™

Although the tools of sales effectiveness will vary depending on the sales conditions presented above, exceptional sales management outcomes share a uniform set of competencies. The Sales Management System (see Figure 2-1) presents these competencies. Sales leadership provides the governance and accountability. The eight sales management pillars articulate the key elements of a successful sales organization. Sales Operations and Technologies provide the foundation support for sales leadership and the eight sales-effectiveness pillars. The definition of these competencies follows.

[image: image]

Figure 2-1 Sales Management System

SALES LEADERSHIP

Sales Leadership

Sales leadership occupies the highest position in the Sales Management System. While often thought of as an individual, such as the vice president of sales, it’s a much more encompassing concept than a specific job role. A better analogy is to think of sales leadership as the sales department’s “guidance” system. Sales leadership provides clarity of direction and meaning to actions. Its importance is easily underestimated.

Here are the four key components of a leadership system:

1. Provide an ambitious destination. Sales leadership’s first and foremost task is to provide a goal—an objective to achieve. Effective sales leaders know how to select and promote ambitious bold goals. These goals provide a mission—a purpose, a meaning—for all within the sales department. The destination provides the rationale for all strategy decisions.

2. Allocate and apply resources. There are many avenues but limited resources to reach a destination. The second role of sales leadership is to allocate and apply these limited resources. In simple terms, it’s answering the question, “Who should do what, where, when, and with what tools?” Often, there are more solutions than monies to spend. While most solutions are workable, not all solutions work well together. Sales leadership vets these solutions and assigns them to responsible parties.

3. Solicit and secure commitments. Successful human endeavor requires commitment from those contributing to the solution. Sales leadership has the charter to solicit and secure commitments from sales department personnel, support departments, and partners to achieve sales goals by excelling in their assigned role. Sales leaders can employ various sales management styles to attain shared commitment from both those within the sales function and those outside the sales department.

4. Measure outcomes for improvement. Finally, sales leadership must measure performance to ensure progress toward goal accomplishment. Best practices encourage the use of “continuous improvement” measurement systems that adjust resources so that sales objectives may be better achieved.

Sales leadership retains its key perch in the Sales Management System by providing direction to all facets of the sales organization through these leadership levers—goals, resources, commitments, and measurement.

The Three Major Competencies

The Sales Management System divides sales effectiveness into three major competencies.
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• Strategy. Strategy represents the forward-looking responsibilities of the sales function. In its simplest formulation, it answers two questions: (1) Who are the target customers? (2) Who should call on them? In the hierarchy of accountability, the sales function is a service entity for the product divisions. The product divisions, which create, fund, and produce the products, look to the sales department for sales success. Sales segmentation is the process of determining the right types of customers for particular products. And sales coverage specifies who is responsible for calling on these customers.

• Structure. The structure defines the allocation of resources into roles. The most common visualization of structure is an organization chart. However, the organization chart is only part of the answer. Flowing through organizational boxes are the customer contact processes that provide the movement of actions that translate sales opportunities into paying customers. Providing the right staffing levels to realize the market opportunities helps ensure an effective ROI.

• Management. Management contains the most visible elements of the Sales Management System including recruitment, training, supervision, measurement, quotas, and sales compensation.

THE EIGHT PILLARS

Each of the eight pillars specifies a unique set of competencies. These competencies transcend industries, company size, products, complexity, and channels employed. In subsequent chapters, we will learn how and when to select the right sales-effectiveness solutions to meet current sales challenges.

Pillar 1: Opportunity Segments
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Opportunity Segments group customers into numerous sales-addressable buyer populations. For strategy and analytical purposes, an opportunity segment always includes three elements: products, buyers, and a sales channel. Each opportunity segment offers some degree of revenue growth opportunity. However, not all segments are of equal value. In some cases, sales management may not have resources to support all opportunity segments. Or the ROI for the segment is too shallow to dedicate selling efforts to it. Sales management and product divisions jointly make resource allocation decisions about all the identified opportunity segments. The outcome will result in sales resources being allocated to the preferred opportunity segments, while other segments will have limited or unassigned selling resources.

Sales management defines opportunity segments differently from how marketing professionals define market segments. A market segment is a marketing concept normally describing macro opportunities. Marketing professionals use market segments to judge market size, share, and potential. Skilled marketing talent also knows how to break these market segments into more finite categories for forecasting purposes and perhaps sales messaging as well.

While all sales organizations have at least one opportunity segment, larger, more complex sales departments will exploit diverse and numerous segments. There are three types of opportunity segments: product priority, customer priority, and channel priority:

• Product priority segments
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A product priority segment places the product features at the pinnacle of the opportunity segment value proposition. Engineering-based companies will frequently promote an innovative product as a solution. In such cases, the sales function is primarily responsible for presenting the product to potential buyers. An exceptional product might actually reduce the need for sales promotion efforts. Certainly, product visionaries will feel this way if their product represents a technical breakthrough.

• Customer priority segments
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A customer priority segment begins with customer needs. In such segments, knowing customer needs will define product solutions. A keen insight into customer requirements gathered through either research or effective sales discovery methodologies is necessary for success in these types of sales segments. Sales talent needs sales messages and advanced sales methodologies to support customer-centric selling.

• Channel priority segments
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A channel priority segment places the channel requirements at the top of the opportunity segment. Channel priority segments underscore the importance of the sales channel. Without customer access provided by the sales channel, the company has little opportunity to sell to target customers. For some indirect sales channels, the channel partner will specify the types of products it will sell. Since the channel partner most likely controls customer access, the suppliers need to conform to the channel partner’s specifications. These same “channel” expectations occur in direct channels when sellers request new or different product features to meet customer needs.

Opportunity segment characteristics drive sales solutions. Opportunity segments provide the basis for sales organization planning and direction. Opportunity segments are the “headwater” of every sales organization. Done well, defining, assessing, and provisioning sales resources against opportunity segments is the essence of effective sales strategy planning.

Pillar 2: Coverage Design
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Sales Coverage Design defines the go-to-market strategy of the sales department. The coverage model specifies sales accountabilities for each opportunity segment. Effectiveness and costs play a role in determining which resources will cover which segments. In some instances, direct sales channels will serve some customers best, while indirect channels will serve other customers better. And, the choices multiply when considering a Web channel, telephone channel, and independent agents.

A sales coverage “checkerboard” helps to display the channel coverage choices, as shown in Figure 2-2.
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Figure 2-2 Sales Coverage Checkerboard
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Figure 2-3 Complex Sales Coverage Checkerboard

In Figure 2-2, the geographic territory representative is handling all segments of and all steps in the sales process. A more complex model, shown in Figure 2-3, would display various channel resources.

Several factors affect sales channel coverage choices:

• Customer access. The most important factor affecting coverage selection is customer access. Being able to reach customers is the hallmark of an effective channel. As expected, the right coverage mix might be a combination of various channels: direct, VARs, distributors, and telesales.

• Costs. The cost to reach the customers is a key consideration when making sales coverage decisions. For direct channels, sales costs include compensation, benefits, facilities, IT support, supervision, and training. For indirect channels, sales costs include commissions paid to agents or discounts offered to distributors, field oversight, training, promotional material, and marketing support. Cost per order dollar (CPOD) provides an apples-to-apples comparison among various channel resources.

• Effectiveness. The effectiveness of the sales channel determines the success rate, including revenue growth, close rates, revenue penetration, and account retention. The relative sales effectiveness of each channel will have cost-impact and market-share implications.

• Customer control. The degree of customer control will affect channel decisions. If the company seeks high-value, long-term buying commitments from customers, then a direct sales force offers better customer control. However, if the company does not seek, or need, high customer control, then partners can provide sales and service solutions to customers. Interestingly, some producers require that their indirect channel partners facilitate a close customer connection with the factory to provide customer support and ensure long-term customer loyalty to the producer.

• Seller control. The final factor affecting channel selection is the degree of control over the channel members. Direct sales personnel are more accountable to their employers than are indirect channel personnel.

Some companies prefer to have much greater sales control of their sellers and therefore prefer a direct sales channel. Others find that the benefits of indirect channels, such as lower costs, more access, and less customer service issues, outweigh the benefits of high seller control aspects of a direct sales channel.

As with a direct sales force, an indirect channel—a third party—must be recruited, trained, managed, and compensated. When companies have numerous sales channels, sales management must exercise care not to create overt channel conflict among the sellers where two or more sellers are competing for the same business. Sales leadership needs to provide “rules of channel engagement” to clarify customer accountabilities.

Finally, sales management must work closely with product management to ensure that all products have channel coverage so that the sales goals of the product divisions can be met.

Pillar 3: Customer Contact Continuum
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The Customer Contact Continuum specifies all the various actions, including all customer contact points, internal activities, and systems, used to turn a nonbuyer into a satisfied customer; and, hopefully—if the product warrants—a returning customer. The customer contact continuum is an all-inclusive construct. In a small company, it’s easy to identify each of the contact points and internal actions, but in large, complex entities, there are many parties involved in addition to the sellers. There are many diverse and numerous departments contributing to some part of the customer contact continuum. For example, methods to handle returns belong within the context of the total sales process, as are procedures to address late and nonpayments. In large companies, these functions might not be a part of the sales department. However, they constitute the inclusive extension of the overall customer contact continuum.

Business Process Management (BPM) provides the tools to dissect, measure, improve step-by-step business processes, and reallocate resources when necessary. While organization accountability defines responsibilities, process mapping gives a complete picture of all activities and touch points. Advanced process metrics provide the data for continuous improvement. Figure 2-4 provides a simple example of process mapping.

The following provides a brief overview of how each element of sales process—access, persuade, and fulfill—contributes to sales success:

• Access. Access includes all methods used to locate qualified customers. Various methods are available to gain customer access: advertising, cold calling, referrals, partner access, trade shows, Internet, telephone, and others. The access method selected is determined by cost, yield, and customer expectations.

[image: image]

Figure 2-4 Sales Process Map

• Persuade. Persuade encompasses all the actions from purchase considerations to close. Figure 2-4 features a sales person helping (persuading) the customer to reach a buy conclusion. However, for some sales channels, the customer makes the buy decision without the aid of a sales person such as online purchases or purchases at a retail store. Normally, sales personnel have high utility for the following situations: high-risk purchases, buyer uncertainty, product and value education, unique pricing, and complex contracts.

• Fulfill. Finally, during the fulfillment stage, the company gets the product or service to the customer. In some cases, the sales person might be responsible for fulfillment, but in most cases, a separate group such as customer service or an engagement team provides fulfillment. If purchases continue, the sales person might provide additional customer service support to address out-of-the ordinary occurrences, new pricing, or help with new purchases. Finally, in some cases, customers complete the fulfillment step without any assistance such as retail stores with self-checkout.

It’s convenient to use these three large categories of access, persuade, and fulfill to help group different types of processes. Each category has many solutions and competencies. Not all will be appropriate for all segments. This observation confirms that not all sales management solutions work in all situations.

As expected, the sales process is the summation of all the customer interactions plus all the behind-the-scenes actions necessary to complete a successful transaction. While most segments use the same process solutions, many do not. In other words, sales management carefully crafts the sales process for each distinct opportunity segment. Sales planners combine similar customer contact continuum actions into a common framework to ensure low cost and a uniform treatment. However, when an opportunity segment needs a dissimilar customer contact continuum, then sales management must provide dedicated resources to address these unique requirements. Regardless, it’s best for multiple opportunity segments to share the same customer contact resources when feasible. The effectiveness of any initial resource allocation decision is not always apparent; however, the outcome is always revealing. Some decisions will prove effective, and others will prove otherwise.

Pillar 4: Job Design and Organization Structure
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Once sales management identifies the steps, actions, and processes of the customer contact continuum, then sales leadership configures the organization chart with jobs and reporting relationships (“boxes” and “wires”) to assign accountabilities.

Sales jobs have many configurations. Sales jobs fall into six categories:

• Income producers. Income producers occupy a rare outpost of the selling world. Many operate as independent business entities. Others may work for companies, but still exert a strong degree of independence. Their value is customer access and control. Examples include real estate agents, life insurance salespeople, traders, mortgage originators, independent manufacturing representatives, financial advisors, and any other selling resource that owns a “book of business.” These individuals’ worth is a function of their client base. Companies will hire (or partner) with producers to gain new customers.

• Direct sales jobs. Direct sellers promote the company’s products to a customer population. The customer is the end user of the product without further sales to others. Jobs such as key account managers, account executives, territory representatives, outbound sales, and telesales are examples of direct sales. These are expensive sales resources that must show a return on investment to justify the role and its staffing levels.

• Indirect sales jobs. People in indirect sales jobs work with partners, who then promote or provide the product or service to the end user. In some cases, they sell to downstream channel partners, who then in turn sell to the end user. Channel partners come in many variations. For example, channel partners include retail outlets, systems integrators, original equipment manufacturers (OEMs), value-added resellers (VARs), distributors, wholesalers, catalog companies, and others. The role of the channel sales representative, who works for the manufacturer (underwriter or service provider), is to help the channel partners sell successfully to their end-user or downstream channel partners. This effort includes recruiting, developing, and managing channel members. In some cases, the channel representatives who work for the manufacturer might even call on end users and then refer opportunities to a channel partner.

• Overlay specialists. Overlay specialists work with the existing sales force. They provide added focus to a product or market area. Overlay specialists often help with opportunities when the existing account manager needs advanced selling competencies either by product or market type.

• Business development. Business development resources work with intermediaries to influence those who will make the final purchase decision. They don’t take orders or provide fulfillment. Instead they work with others who will affect end-user purchases. For example, HVAC (heating, ventilation, and air-conditioning) business development specialists from the HVAC manufacturers will meet with architects to encourage the architects to convince their clients to select the company’s HVAC system for their commercial building or home. Likewise, pharmaceutical representatives call on prescribing doctors to influence the doctors to prescribe their product so the patient will make the purchase at a pharmacy.

• Pre- and postsales support. While not technically sales representatives, pre-and postsales support jobs provide technical support prior to purchase or installation and training support after the sale. They may have both responsibilities. Pre- and postsales support personnel may or may not report to the field sales organization, but they do work closely with the sellers. The presales jobs have titles such as sales engineer, field application engineer, or assessment specialist. The postsales support model might use titles such as installation specialist, merchandiser, trainer, or fulfillment representative.

Sales Organization Design

Sales leadership can configure sales organizations in a variety of ways. The nature of the opportunity segments is the driving factor affecting the selection of sales organization structures. Some of the common models are as follows:
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• Geographic sales organization. A geographic sales organization divides accounts by geographic location. This approach assumes that all accounts are similar and that optimizing account logistics drives organization design. Depending on the number of accounts, sales management might further divide management responsibilities into regions, areas, districts, and branches.
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• Stratified sales organization. The stratified sales organization divides selling resources based on the size of accounts. This approach recognizes that value propositions vary by customer size. For example, the company may provide extra pricing flexibility for large customers. In some cases, sales management might assign small customers to telephone or Web solutions.

[image: image]

• Product sales organization. Product sales organizations group sellers by product type. This assumes that the buyers for products differ. This approach allows highly skilled product sellers to focus only on those customers who have an interest in a specific product.
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• Vertical market sales organization. Another model for sales organization design is the vertical markets sales entity where sales resources focus on specific vertical industries, such as automotive, telecom, and financial services. In addition, many sales organizations use some combination of the above. These hybrid models require rules of engagement to avoid channel conflict and account poaching.

Pillar 5: Resource Deployment
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Resource Deployment allocates head count to achieve the highest sales ROI. The challenge here is to provide the right level of sales resources that foster growth but in a cost-effective manner. Making decisions about staffing levels or adding channel partners is driven by segment potential, sales expense allocation, and expected sales yield.

Several factors affect staffing and partner decisions. These factors interplay with each other providing numerous resource deployment scenario choices—some better than others.

• Market size. The size of the addressable market defines the scope of potential sales revenue. There are numerous means to determine the available market size. First, for companies that are uncertain about market potential, sales management can simply add additional head count to “test” the market depth. Second, in some cases, indirect measures, such as new building construction, predict an uptick in IT equipment purchases. Or, third, a company may purchase published or custom market data to determine the market potential size.

As the word “addressable” suggests, not all prospective customers are available to the company. For example, some customers may already have an existing contract with their current vendor. Or, for an indirect channel, a well-positioned partner may carry a competitor’s product and, therefore, may not be willing to carry another line. As Figure 2-5 suggests, not all potential buyers are part of the “addressable” market.

• Cost of sales. The cost of sales is the summation of all resources needed to support any customer contact element of the sales function. For example, for direct sales channels, this will include salespeople and their salaries, incentives, benefits, training, mobile devices, computers, and office space, if necessary. It also includes the real, but indirect, costs of reporting systems, supervision, support collateral, factory field support resources, field administrative support staff, and headquarter specialists.

• Productivity. Productivity is the sales yield on the cost of sales. Sales management can evaluate sales productivity by tracking new accounts, close rates, and time to close statistics—sometimes collectively referred to as “sales funnel rates.” In field-based organizations, territory optimization and mapping algorithms help size territories to ensure full customer coverage.
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Figure 2-5 Addressable Sales Opportunity

• Quality of sales. The quality of sales is both a quantitative and a qualitative assessment of the value of sales outcomes. Some customers are very valuable paying high prices, making long-term purchasing commitments, and requiring low levels of customer service support. Other customers might be flighty, discount demanding, require excessive customer service support, or require special one-off product configurations. Sales management must evaluate the quality of a sale against the company’s sales objectives.

Resource deployment directly affects the profitability of the company. Getting these costly resource decisions made in an analytical demanding fashion helps improve the CPOD.

An integral part of the resource allocation decisions are protocols related to account assignment, territory configuration, and customer reassignment practices. The assignment of accounts and the configuration of territories determine the “loading” of sales resources. With a “named account” sales job, sales management assigns specific accounts to specific selling resources, whether those resources are sales representatives, inside sales personnel, or a channel manager. A similar process takes place when sales management defines territories as geographic areas, vertical markets within geographic territories, or predetermined account size. Most sales organizations go through some annual process to rebalance territories. However, other factors can influence this process, such as:

• Customer potential. The sales potential for accounts plays a significant role when assigning or reassigning accounts. Sales management treats accounts with rising sales potential differently from those whose sales volume is declining or will remain flat.

• Seller relationship/customer preference. As a practical matter, sales management needs to consider the relationship between the salesperson and the buyer. This relationship might be positive, neutral, or negative. The buyer at an account might express an interest in continuing to work with a representative or may request to work with a different salesperson.

The methodology for account changes offers an opportunity for sales management to provide a rational and transparent process for making account and territory changes.

Pillar 6: Sales Talent and Management

[image: image]

Leading sales organizations spend considerable dollars to improve the quality of sales talent and enhance the supervision of the sales force. Each of the following effectiveness attributes apply to both direct and indirect sales channels.

Sales Talent

Of course, one of the most visible elements of a sales organization is its talent—the people resources. Sales management recruits, trains, and develops personnel based on the staffing needs of the organization. Unfortunately, no single formula exists to ensure seller success. At best, sales management develops programs to encourage the likelihood of success. These programs include:

• Recruitment and selection. The most fundamental process of sales talent management is locating, recruiting, and selecting the right candidates for the sales jobs. This effort will vary based on the types of individuals sought, the availability of talent, the nature of the work, the reputation of the employer, and the compensation package offered.

• Onboarding. Effective new hire onboarding—that is, the training of new sales personnel—improves the sales productivity of new sales talent. The onboarding period can be brief for less demanding sales jobs and more time-intensive for complex, sophisticated selling jobs. A positive indoctrination into the company’s sales model can provide positive returns by encouraging the retention of an informed, engaged, and committed workforce.

• Training. Effective sales training addresses three distinct competencies: product training, customer training, and sales process training. Product training includes learning the features, benefits, and applications of the product or service. Comparisons to competitors’ products help sales resources explain the company’s product utility as compared to competitors’ offerings. Customer training provides the methods and messages needed to sell to different classes of customers with different levels of buying needs. And sales process training teaches sales personnel how to execute the company’s sales methodology, submit customer and purchase information, review reports, and optimize sales opportunities.

• Development and career progression. Development helps employees build their overall personal assets to make them more effective in their current job and prepare them for new or additional responsibilities. Career progression outlines the available career steps and criteria for advancement opportunities.

• In-service upgrades. In some instances, a strategic change may require a redefinition of needed talent. In such cases, sales management creates processes for assessing and selecting those suitable for the now redesigned future sales organization. This process might also include outplacement procedures of those not destined to remain with the company.

The tools for acquiring, training, and keeping sales talent will vary depending on a company’s objectives for each category of talent.

Management

Supervision includes the jobs and personnel necessary to provide oversight of the execution of the customer contact strategy. Beginning with the first level of supervision, the most common jobs include district manager and telesales supervisor. These jobs supervise individual salespeople. Depending on the scope of the organization, sales management might have several layers. These positions generally reflect a “roll-up” of roles starting with the first line of supervision to area, region, national, and global sales functions. First-line supervisors provide the following to their direct reports:

• Talent management and coaching. Most first-line supervisors correctly dedicate a significant portion of their time to working with sales subordinates. This time includes training, helping with customers, or providing additional resources as requested by the sales representative. The span of control defines the ratio of subordinates to supervisor. When setting this ratio, sales management attempts to balance workload and costs. A low span of control provides more time to work with sales talent; however, this approach is costly. A high span of control is less costly but it reduces the time available to working with subordinates. Regardless, on-the-job training provided by supervisors usually represents the largest component of training provided to sales personnel. Finally, supervisors also provide ongoing support as their subordinates seek advice on a wide range of selling and sometimes personal issues.

• Management accountabilities. In addition to managing sales talent, supervisors have numerous additional accountabilities. They help implement field programs, including sales campaigns and other customer initiatives. They resolve customer complaints. They enforce company policies. They ensure legal compliance. And they provide real-time information for sales reporting, forecasting, and customer/competitor research.

Investments in sales talent and supervision help improve the return on human capital. Appropriate selection programs, span of control, and program execution help improve overall sales effectiveness.

Pillar 7: Productivity Metrics
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Productivity Metrics help sales departments monitor sales efforts and track results. Done well, useful metrics trigger management intervention when results are not consistent with expectations.

Sales management uses two types of performance metrics: “leading” and “lagging.” Leading measures, such as headlights on a car, see forward in the selling process to determine if the sales input (efforts) are trending correctly to achieve expected outcomes. Lagging measures, such as the taillights on a car, provide an accurate picture of what has already occurred—sales outcomes.

Leading Measures

Sales management uses leading measures to monitor sales input activities. These leading measures vary by industry and by company. Sales management may use extensive quantitative trending measures. Or managers may rely on traditional measures that have proven their performance predictability, or they may simply use measures that reflect best-guess judgments (i.e., “gut feel”) for what should be occurring. These are examples of leading measures:

• Sales forecasts. Sales forecasts provide a forward assessment of potential sales outcomes. Sales forecasts provide important planning information for sales leadership, production, product management, customer service, and finance. Sales management uses forecast information to anticipate goal performance. Production management uses sales forecast information for product planning. Product management uses sales forecast data for competitive analysis and product strategy purposes. Customer service uses sales forecast information to prepare for customer support demands. And finance uses sales forecast information to plan cash flow needs and to report to investors.

• Sales funnel performance. Prior to the sales, there are many consequential sales funnel events worth tracking—from initial lead through to final sales close. A sample includes the number of sales calls made, lead conversion rates (from suspect to prospect), number of new leads, Request for proposal (RFP) invitations, demos conducted, close rate (ratio of closes to opportunities), and elapsed sales time to close.

• Market development activities. For a direct sales force, there are educational and entertainment events to help develop customer opportunities. For indirect channels, activities might include distribution of sales collateral, training of channel partners, product placement at retail stores, and co-op advertising.

• Sales time allocation. Sales time allocation provides an overview of how personnel are spending their time. The importance of measuring sales time begins with the realization that the ultimate asset of any sales department is sales time. Measuring and monitoring sales time provides an ongoing overview of the allocation of time by job function. Figure 2-6 illustrates the time allocation of seller time among different categories. Customer opportunity pursuit (item 4 in the figure) reflects “engaged” selling time where sellers are working on customer opportunities. Sales time data give sales management an understanding of how many FTEs (full-time equivalents) are actually engaged in selling efforts.
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Figure 2-6 Sales Time Categories

• Talent inventory. Another leading indicator of sales success measures sales talent. Such measurements include tenure, previous experience and education, certifications, training programs, turnover rate, and degree of employee commitment/engagement as measured by incumbent surveys.

Each of these leading indicators provides information for assessing the actions and efforts of the sales force to reach and exceed its sales goals. However, these are not the same thing as results, tangible outcomes of sales efforts. Lagging measures provide these metrics.

Lagging Measures

Lagging measures—measures that provide information after the sales event—give a factual accounting of what sales outcome actually occurred. These measures provide conclusive evidence of the sales forces’ efforts. There are many types of lagging measures. Here are some of the more prominent metrics:

• Sales results. There are many different and valid types of sales result measures. Here is a sample list: absolute sales revenue performance, performance-to-goal, new product performance, new account performance, cross-sell and up-sell outcomes, new distribution placements, product mix/balance, market share performance, win-backs, gross margin dollars, gross margin percent, order size, contract length, customer retention, contract re-signing, customer satisfaction, peer performance ranking, returns, and bad debt.

• Cost and sales ROI. Cost of selling is another critical measure for the sales force. Sales management monitors sales costs as absolute dollars and as a percent or revenue know as E/R (expense to revenue). Additional analysis compares the return on sales expense/investment (ROI) for different channels, segments, and products. Advanced cost measurement provides benchmark data for activity-based costing (ABC).

• CPR—conversion, penetration, and retention. Customer conversion, penetration, and retention provide a comprehensive, quantitative measure of the quality of selling. Conversion (C) measures the number of new accounts and competitive wins. Penetration (P) tracks the sales of new or different products to the same customer. And retention (R) measures the continuation of customer purchases, or sometimes is measured as customer loss known as “churn.” Figure 2-7 presents a CPR stack chart showing starting revenue, loss, new revenue, and period-end revenue. Sales management can use this chart to establish goals for each type of revenue.

• Customer service measures. Sales organizations have learned to use customer service measures to improve selling performance. These measures include customer satisfaction ratings, sales experience evaluations, customer recommendation ratings, customer loyalty, and customer advocacy. In some instances, a company will gather its own customer feedback; in other cases it will employ third parties to assess customer opinions or use mystery shoppers for retail outlets.

• Forecasting accuracy. Finally, for those companies that need accurate forecasting for production, staffing, or cash management purposes, the role of forecasting becomes critical. Measuring forecasting accuracy helps to improve forecasting estimates.
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Figure 2-7 Conversion, Penetration, and Retention


ABOUT SALES DASHBOARDS

With today’s at-a-click computing power, personnel can be overwhelmed by too much data. A sales dashboard reflects what sales management thinks are the most critical measures of sales performance. Sales dashboards often replace numerous disparate reports. The rationalization of sales reporting ensures that sales leadership, sales managers, and sales personnel are all “on the same page” regarding performance outcomes. Well-designed sales dashboards provide trend information and “alerts” for out-of-norm outcomes—often color-coded for emphasis.



Pillar 8: Performance Management and Compensation
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Performance Management encompasses performance commitments, personal accountabilities, quotas, and incentive compensation. Sales management sets and manages performance accountabilities for individual contributors. In some instances, sales management might tie goals to team or unit performance, particularly if there is cross-sharing of accountabilities.

• Performance commitments. Performance commitments specify duties and responsibilities of the sales job including sales methods, sales process, and sales outcomes. Performance commitments sit within the framework of job expectations. Management communicates both the broad scope of the job and the specific means of accomplishing the job’s objectives. Sales management holds sales personnel responsible for meeting and exceeding these performance commitments.

• Personal accountabilities. Whereas performance commitments specify job expectations, personal accountabilities specify personal expectations. These accountabilities request a salesperson to embrace, act, and perform in a manner consistent with values of the company. These accountabilities include personal development, ethics, coworker relations, and personal demeanor.

• Quotas. Quotas provide a goal for performance accomplishment. In some instances, sales management might provide incentives for goal accomplishment. But not all goals need a reward program; evaluative measurement alone is a compelling motivator. The setting of goals provides sales management with the opportunity to calibrate expected performance. However, not all sales organizations use quotas or goals.

• Compensation. Compensation when broadly defined includes many elements of remuneration, including base salaries, incentives, and benefits. Even sales support tools can become perquisites with the awarding of enhanced automobile policies, leading-edge computers, and advanced mobile communications. Compensation can include recognition rewards such as president clubs, annual trips, or other incentive programs such as merchandise and travel incentives. There are also additional rewards tied to performance appraisals, annual base salary changes, promotions, and title advancement.

Sales compensation—the explicit rewards for sales performance—normally plays a significant role in sales force effectiveness efforts. Sales management leads the sales force by providing incentive opportunities for goal accomplishment. These goals can vary depending on the sales strategies for a job in a given year. The compensation payouts vary based on the seller’s performance level—the higher the performance, the higher the payout, and lower performance earns less money.

FOUNDATION PLATFORM

SALES OPERATIONS AND TECHNOLOGIES

Sitting beneath the eight pillars is the foundation platform featuring sales operations and sales technologies. “Sales operations” is an inclusive term that describes all the support systems that help the sales department to function on a day-to-day basis. Technologies automate mission-critical components of the sales model.

There are numerous and varied sales operations and technology solutions to aid sales success. These solutions provide infrastructure support along the eight pillars.

Sales Operations

The following occurs in all sales departments. Sales departments may or may not have their own staff to address these operational programs:

• Measurement and reporting. Measurement and reporting include budgets, sales reporting, trending reports, forecasting, execution/funnel tracking, and effectiveness measurement, including time, cost, quality, and customer service.

• Talent management. Activities related to talent management include recruitment, selection, training, development, onboarding, career path planning, coaching, and counseling.

• Accountability management. Accountability management includes performance management, sales compensation, quota allocation and management, sales crediting, and territory/account assignments.

• Communication. Sales communication encompasses leadership messages, policies and procedures, product and customer knowledge management systems, sales messages, customer events, trade shows, and sales campaigns.

• Provisioning. Sales operations resources manage all the technologies that support the sales department.

• Sales strategy planning. While the role of sales strategy planning rests with senior sales leadership, more robust sales operations functions provide oversight for the annual sales strategy planning efforts. Sales strategy planning includes reviewing and improving the alignment among sales resources, product objectives, and customer populations.

Technologies

Depending on the size, focus, and complexity of the sales function, IT technologies provide leverage support to sales resources. Here is a sampling of various IT platforms used by sales entities:

• CRM. CRM (customer relationship management) software provides access to customer information, sales funnel opportunities, and other reporting features about customers. This system might also automate the sales planning process for major accounts.

• Order reporting. Order reporting software provides information about the status of pending and completed orders. Data mining of orders can improve sales efforts and outcomes.

• Customer service status reporting. For ongoing customers, customer service reporting systems give up-to-date status on customer services issues. Over the long term, such systems provide qualitative assessment of customer service indexes.

• Forecasting system. Gathering and reporting sales forecasts can be part of the CRM system or a stand-alone reporting system.

• Account assignment and quota allocation. An automated system for managing account and quota information helps keep this complex topic orderly. Sales crediting splits might also be a part of this automation system.

• Sales dashboard. The sales dashboard provides comprehensive sales reporting to all levels of the sales organization.

• Expense management system. The expense management system collects field expenses for approval and reimbursement purposes. This system should also monitor the field assets such as the automobile program, computer, Internet communication services, and mobile devices.

• Incentive compensation system. If a large number of payees participate in the incentive plan and there are a high number of transactions, then advanced automation support for the compensation plan is necessary.

• Knowledge system. The knowledge system contains various resources, including proposal preparation tools, pricing systems, training programs, sales messages, and sales collateral. The knowledge system might also provide a gateway to commercial databases for researching prospects, customers, and competitors.

Sales management can gather all these systems for access through a Web-based sales portal.

SUMMARY

Sales organizations are complex entities. Beginning with sales leadership through the eight pillars to the foundation platform, sales leadership makes informed decisions to allocate resources, invest in solutions, and focus on opportunities to achieve the company’s sales objectives.
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