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Is Your ROI Bogus?
Getting ready to dive into sales force automation? Be prepared to put together a 

compelling return‑on‑investment argument.

As SFA becomes more a reality, and the bold promises of early efforts are far from realized, companies are scrutinizing SFA projects more closely than ever before. This desire on the part of senior 

management to somehow corral the expense, if not the actual activities, of the sales effort is not going to go away. Yet the approach most companies take to justify an SFA project too often fails to raise,let alone resolve, fundamental questions of such an "investment."
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Typically, SFA projects have several compo-nents‑hardware, software, integration, training and support. The hardware and software, and any 


integration to get the two to work together, are usually part of a capital program. Too often, however, the training and support are expensed. Why the dispar​ity? When you think about how many times you hear sales executives lament that they can spend $100,000 on travel but can't approve $1,000 for a scanner, it's easy to see why the approach of expensing things is taken when-ever possible. Seem like a fine point?

Consider the difference between taking a chance and taking a risk. Many people don't know and even fewer care. Taking a chance is gambling‑essentially rolling the dice and hoping for the best. Taking a risk is assessing the upside potential, weighing the downsides, and determining whether the risk/reward ratio is favorable enough to warrant investing (i.e., risk taking). I believe most companies are approaching SFA more on the basis of chance/hoping, not risk/investing.

Wanna bet?

Before putting your money on the table, con-sider the following. A recent survey of software companies reported 25 percent of their field sales reps close at least 45 percent of their opportuni-ties, 50 percent close at least 32 percent of their deals, and 75 percent close at least 15 percent. Assuming these figures are accurate, an ROI could be calculated when close rates are increased to say, 25 percent for all sales reps‑actual dollar figures could be derived from such a finding. 

Coincidentally, I had the opportunity to speak before a group of executives from companies like those surveyed. Everyone agreed their numbers were consistent with those reported. Then I asked
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for someone to define how their close rate is calculated (those closed vs. all deals entering the pipeline, those opportunities for which we made the cut, those we proposed on, other?). Few if any were clear on their own definition, let alone the definition used by those companies reported in the survey.

We could go on to make the same point for average cycle time‑when does yours begin?‑forecast accuracy, or a dozen other commonly referred to, but not actually measured "measures." The point is, unless you know the baseline figures, your ROI figure is bogus.

Let's look at a second problem with expensing vs. investing. Expenses are confined to one‑year periods or less. By expensing training and other "soft" components of SFA projects, the expectation is implied, if not expressed, that this is a one-year event. Hardly the basis for effecting changes in behavior. And SFA projects are nothing if not about changing behavior.
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If you doubt the impact of this event mentality, think about the last sales training program in which you were involved. The program is rolled out to the field. Everyone attends, participants have near-religious experiences, and the evaluation forms glow with positive responses. Three to six months later everyone is doing essentially the same things they were doing before their epiphany.

Behavior hasn't changed at all. This is especially true of sales managers' and senior management's behavior. Often they don't even attend the programs. As a result, they're rarely conversant with the concepts imparted. The program they invested in surely cost time, money, and resources. Why hasn't anything changed?

We're fond of pointing the finger at a lack of rein-forcement or old habits dying hard, both of which are true. But an additional truth is that the corporate culture simply failed to support the change. Management invested dollars, but they didn't invest of themselves‑they didn't have any skin in the game. Behaviors don't change solely because you throw dollars at them. Real change requires investment and commitment.

And commitment is easy to measure‑it's involvement.

If the disappointing return is true of training in general, it's doubly true of SFA projects. According to Jim Dickie of Insight Technology, a survey of 250 companies revealed that only 14 percent felt that their SFA project "met/exceeded expectations." One outstanding attribute of this happy group was they had clear ideas about what problems they wanted to

solve and how they were going to solve them.

It may sound simplistic, but many companies today, even those who've already had one or more SFA failures, still define the project's objectives in the most general (and detached) terms: increase productivity, improve customer satisfaction, improve margins. Management knows their people need the tools to support doing more with less, so they're usually willing to bite the bullet and approve large budgets. But because SFA projects compete for dollars with other corporate initiatives‑new manufacturing equipment, buying back shares, acquiring a competitor, and so forth‑return on investment is bound to enter the equation.
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When it comes time to prove your case, focus on specific issues that you want your SFA application to fix. Recognize the importance of legitimate baseline sales operating performance figures or the need to establish these at the beginning. Be sure your SFA application clearly measures and tracks trends in these key performance metrics.

In addition, build your case on a solid foundation of ROI: 

· Return on investment (not expense) to set the stage that this is not a quick fix, but an ongoing and significant process. 

· Return on involvement (not dictate) that says behavior change will be supported, endorsed, and modeled by cultural change from the top of the organization. 

In doing so, you'll have taken two big steps toward being in the happy 14th percentile. Sell well.

Trailer Vavricka, Inc. consults with clients to define, document, and sustain-ably improve their sales process. TVI also provides managers coaching and rapid learning/improvement approaches to improve your sales operating performance level, and is currently working with several leading SFA software companies to incorporate its Naviguide advanced OMS design for sales process and operating performance metrics. Contact Joe Vavricka at (858) 755-1994 or email joevav@alumni.princeton.edu or see the website: www.raisesales.com 
.
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