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Will Real "Pipeline Management" Please Stand Up? 

i.e.:  Advanced CRM/OMS business system functionality that enables user organizations to:

1) proactively manage each sales pipeline's realtime revenue production flow performance and output predictability;

2) systematically improve the effectiveness of both the selling process and its execution to sustainably increase sales revenue/profit results produced per person per fiscal year; 

3) significantly improve the quality of the daily work environment to retain and attract the best people; 

4) accomplish 1-3 above while increasing customer referenceability, retention and expansion.

Since 1980, most companies have been diligently implementing manufacturing process and performance measurement feedback systems.  As a result they have vastly improved the operational effectiveness, worker productivity, product quality consistency and output predictability of their manufacturing production operations.  Along with all this enormous benefit, and rising customer satisfaction, the workers themselves enjoy a significantly improved quality-of-work environment. 

However, a company's sales revenue production operation can appear quite antiquated by comparison. Each year the sales department gets handed an increased sales quota plan.  To accomplish it sales departments have traditionally been hiring more people and "driving up" the overall activity level of their sales and marketing departments.  Every fiscal year, each salesperson gets a significantly higher quota loading, usually coupled with a significantly smaller span of territory to achieve it with.  On top of this, in high tech the real prices of products decrease every year.

In spite of driving higher sales volume numbers through the sales production operation year after year, it's rare that sales and marketing can show any measured improvement in its actual operating performance effectiveness.  As far as anyone can tell, today's average corporate sales force close rates (<20%) are still about what they were decades ago.  But today, 30-40% turnover rates and beyond are now common.  This makes an underscored statement about the decreasing quality of the typical sales revenue production work environment -- spanning sales, marketing, and customer support departments.

Living with unimproving close rates is an extremely costly revenue productivity and profit burden to carry.  On the other hand, sustainably increasing effective close rates could be a huge lever on improving the P&L statement.  For instance, without increasing head count, if the company's pipeline close rate were to sustainably improve from 20% to 30%, while maintaining flow and quality, the President could get to report a 50% increase in company sales revenue results per person.  If it's a typical manufacturing firm, the CEO could also have the privilege of reporting a 200% increase in P&L profit performance to the stockholders and Wall Street.
  Sustainably achieving such operational gains could drive significantly favorable impact on stock valuation, cost of capital, the ability of the company to retain and attract the very best people, and thereby to sustain customer satisfaction, growth and increasing market share.

A major reason for the lagging productivity and operating conditions in sales comes from sales not having any realtime quantified feedback on their ongoing pipeline operating performance as it is happening.  Prior to 1998, the necessary computer technology has simply not been available.  Sales and marketing management have not had the option to run their revenue production operations with the advantage of process and realtime operating performance feedback.

So, unlike the manufacturing production floor, at any point in time no one in sales really knows how effective what they are doing is, or is not.  They have only anecdotes to go by.  They don't know how their individual pipelines are actually working from a production flow, realtime performance point of view.  Not knowing this is increasingly problematic and costly to the company's P&L the longer the sales cycle, and the greater the market's competitiveness becomes.  

If they did know, each salesperson and level of manager would on a daily basis be able to accurately answer questions on their individual pipelines such as: 

· Do I really have enough "sales-in-progress" for producing enough revenue to make my assigned quota and personal results goals over the next cycle length of months? (for my territory, region, country?) 

· If not, exactly how much new sales opportunity revenue must I immediately add into it, and maintain coming in over each future month, to get and keep my business pipeline producing on-course?

· Is the stuff I am working on of high enough prospect quality and average size?

· Is it really moving along well enough to count on it? 

· Which "active" opportunities are stagnating, by how much?

· Where are the bulks of opportunities falling out of my pipeline?  What can I do to reduce the bulk of my fall-out from late in the pipeline to the earlier stages?

· How has Marketing been operating as pipeline "supplier"?  What exactly have they supplied in prospect quantity and mix, and are there any significant Input performance trends forming?

· Has the prospect quality of my recently entered new opportunities, or any other vital sign such as close rate, cycle time, or average size been trending in any way?

· According to my pipeline's actual performance metrics and trends, how is my pipeline currently operating compared to the sales force average?  Where can I significantly improve my production effectiveness the most?  What is really the largest root cause of this particular condition?  Who is currently performing the best in regard to this condition that can show me what they are doing so I too can perform better than the average?

However, even though the computer technology now exists, pipeline operating performance is still not yet being measured by today's CRM/Opportunity Management Systems.  So, neither do the OMS's provide the necessary fact-based metrics feedback -- with which to truly proactively manage pipeline performance.  

An OMS may claim to show each pipeline's (or funnel's) performance and forecast, but in reality is it just displaying spurious feedback? Is it merely deriving its reports/graphs for each pipeline by globally applying a static group of preset estimates of close rate and cycle time pseudo-metrics?  

Substituting blanket estimates, in place of the OMS doing the proper actual measurement of the critical pipeline performance variables, fails that OMS as a business system.  In order for each user to proactively manage his/her pipeline's revenue flow and output performance, the OMS must present accurate, timely, consistent, relevant, and individualized feedback, in a meaningful way.  No matter how eye-catching the pipeline feedback graphs are, if they are not based on each person's actual operating performance metrics, they will be dismissed by the sales force as the invalid, false performance representations they are.  

However, when sales, marketing and support people, along with their managers regularly receive their real individualized performance picture, they will be empowered to actually manage and sustainably improve how each of their pipelines continue to operate throughout each fiscal year.  With valid pipeline performance feedback sales, marketing, and customer support operations will begin to both: 

a) sustainably control their pipelines to more consistently produce closed revenue as the assigned quotas call for each month, and 

b) sustainably, measurably, and continuously increase: 

· revenue produced per person, 

· monthly production consistency, 

· revenue production predictability, and 

· quality of customer produced.

The Process Manager-Vital Signs( sales pipeline/process management feedback system genuinely brings this new dimension of effectiveness for proactively managing sales operating performance.  Its new functionality obsoletes and replaces the traditional notion of what has to date been commonly called "pipeline (or funnel) management" by the marketplace's pundits, OMS literature and reports, sales methodology training companies, and glossy CRM/ERM software vendor brochures..  

Trailer Vavricka, Inc. provides the Pipeline/Process Management-Vital Signs( software enhancement for the market-leading Customer Relationship Management and Opportunity Management systems, and consults with clients to define, implement, and sustainably improve their sales process.  In parallel TVI is teaming with selected consulting/education firms to deliver sales production process implementation services and curriculum designed to integrate with PM-Vital Signs( enabled sales & marketing software systems.  The company also provides management coaching, and speaks and writes on the subject of Sales Operating Fitness/Performance Improvement and Sales Mastery.  For more information please contact: Joe Vavricka, at 858-755-1994, E-mail: joevav@alumni.princeton.edu; or visit the Website: www.raisesales.com 
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