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SFA, OMS and Other Mysteries

by Barry Trailer & Joe Vavricka
There’s an old joke about a fantastic computer programmed to be an outstanding conversationalist (this predates Internet chat rooms).  It asks stimulating questions in response to operators plugging in a profession.  To a physicist it inquires: What are your thoughts regarding the Grand Unification Theory?  To an economist: How do you distinguish between laissez faire and positive non-interventionism?  To a Catholic Priest: What do you consider the most dramatic impacts of the first Ecumenical Council?  When the profession Sales Manager is entered, the computer sits for several moments, cursor blinking.  Finally it asks: How ‘bout those Giants?

For too long sales has been seen as the hail fellow, hearty and well met, and sales managers have simply been an extension of this vision.  In many cases, sales force automation (sfa) has brought technology to the table, but has done little to change the nature of the party.  In this article, we will begin with a general discussion of sfa, looking closely at  Opportunity Management Systems (OMS).  Then we will explore how OMS metrics can be incorporated into day-to-day sales management.

Victims of victims is one way to describe the effect of sales management on sales reps.  Managers largely are doing to and with their direct reports what was done to them.  Further up the line, senior sales management and executive management often look into the sales organization with a familiar knowing.  Having come up through the ranks in one or another company and often having had some actual sales experience along the way, top management often has the conflicted sense of knowing what sales reps do, but having no idea what’s actually going on in sales.

The truth more often is top management doesn’t know either half of the equation.  What was true in sales several or more years ago has little or no validity today.  Increased competition, varied channels to deal with transaction versus relationship sales, clearer market segmentation (e.g., high to low customer intimacy), corporate downsizing and, in general, the need to do more/better with less all have impacted the contemporary sales rep.

In fact, over the past ten years you could hardly turn the pages of a conference agenda and not hit some session addressing the topic of change.  If you turned in the opposite direction, you would be equally likely to strike the concept of quality.  Yet for all the energy devoted to both these topics, little light has been shed by either into sales.

Sales has remained a mystic art and a source of frustration for at least some of the following reasons:


Management thinks it knows what sales is doing, but doesn’t.


Sales managers need to do things differently today, but aren’t.


Sales reps want to know how they’re presently doing, but don’t.


The company needs to get accurate forecasts, but can’t.

As if these weren’t enough, other areas of lack also exist.  For example, although “sales and marketing” are often said in the same breath, there exists between the two a brick wall approximately eight feet thick.  Sales is forever clamoring for more/better qualified leads.  Marketing’s chronic complaint is not knowing what, if anything, comes of the leads they generate.

The image of functional “silos” standing beside one another, but not interacting nor sharing their contents has been used to describe this situation.  “Islands of information” is the technology equivalent, where due to powerful and relatively cheap computing capabilities, individuals (people or departments) create isolated databases.

This problem in some companies is profoundly demonstrated by sales reps installing contact management software on their portables, but in no way sharing the prospect names or other vital information with anyone else in their company.  Should the sales rep elect to leave, or be asked to, he/she takes along all the information, often to a competitor, while the company that literally paid for the development of the information is left empty-handed.

If not overtly expressed, this approach reflects an implicit need to have a bargaining chip or, at a minimum, to broker the information flow between the buying and selling organizations.  Why?

The question the market is asking of everyone these days is: What value do you add?

Mostly when people hear or read this question, the immediate response is to interpret the “you” in its singular form.  The result can be approaches toward justifying one’s self and hoarding information.  The purpose of these or other less disingenuous actions is to optimize one’s value contribution (and power).

However, if the “you” is interpreted in its plural form, that is the team’s value add, then optimizing individual contributions serves to sub-optimize system performance
.  The challenge becomes synchronizing the individual efforts to maximize the group value.  

It is helpful to look at the frustrations above in this light and to suggest how OMS and other sfa tools may help answer this challenge.

A Brief History of SFA

I see things as they are and ask “why?”  

And I dream of things as they could be and ask “why not?” Bobby Kennedy

Sales force automation is much discussed and their investment in it is viewed by many companies with much disgust, yet the promise and potential remains largely elusive.  And while Bobby Kennedy was questioning the unrealized potential of our democracy, his questioning applies equally to the democratization of information in companies today.

Sales force automation conjures up images ranging from automatonic characters one winds up and sends into the field to interactive Internet homepages, where customers can log in, order from an on-line catalog and receive shipments and billing “without ever talking to a sales representative.”

In addition to such diverse images, the continually evolving state of the industry spurs a wide range of definitions: contact management, relationship management, opportunity management, configurators, etc.  Any or all of which are loosely called “sales automation.”  This same label is often still applied to the notion of equipping sales reps with computers and non-sales specific software, such as Microsoft Office or Lotus Notes.
Compounding the already confusing nature of this area is the constantly changing nature of sales.  Some argue selling is a profession; typically these people have had long sales careers which have been primarily face-to-face field sales.  Others think of sales as conducting an exchange of goods and services for money.  Add to these all the definitions people ascribe to sales people and the mix becomes confusing indeed.

And contrary to popular beliefs, applying technology does little to sort things out.  However, once sorted out, applying technology can provide tremendous leverage and result in real productivity gains.

What needs sorting out?  It is tempting to say the systems, or at a more fundamental level, the processes.  Certainly both need to be aligned so they don’t conflict with one another.  Some companies now refer to alignment of People, Processes, Organization and Technology
.

Thirty to forty years ago, organizations developed around a model of Strategy, Structure and Systems (S3).  That is, we should define our near- and long-term goals, figure out the appropriate structure to pursue these and build the systems that will best support them.  

In the past fifteen years or so, it has been suggested by Bartlett and Ghoshal that management emphasis has shifted, or needs to shift to Purpose, People and Process
 (P3).  That is, we must clearly define/declare our intention, attract and build an organization of people committed to this and conform to processes that yield the desired results.  

The presumption that technology can support either the S3 or P3 model overlooks the need for culture  aligned with the purpose.  Such alignment is so infrequently the case that it is hopelessly optimistic to assume it will automatically occur. Rather, cultures and behaviors conflict with and often undermine the stated desired objectives.  The result is poor implementation and nowhere is this more profoundly played out today than in sfa projects.

Articles, presentations and consultants describe countless sfa failures, then urge companies to both define their sales process and get sales force buy-in to avoid repeating the disappointing cycle again.  Take a moment to consider the reasons most frequently presented as a basis for introducing sfa and obtaining sales support for the effort.  Typical reasons include: need to increase productivity, reduce cost of sales, shorten sales cycle length, etc.

All of these are desirable business results, but do they elicit buy-in from the sales force?  If sales people are like everyone else, then literature suggests their buy-in has both a logical and an emotional component.  The reasons offered are logical, but don’t necessarily speak to a sales rep’s emotions--and may even speak against them.

For example, increasing productivity may mean (and usually does), increasing quota to make the same amount of income (e.g., 100% of plan equals $1.4M in sales and $100k in personal income; with increased productivity, 100% of plan equals $2.1M in sales and $100k in personal income).  The emergence of alternative sales channels translates into reduced territory size (e.g., low-end sales will be handled through Distribution) and/or reduced product offerings (e.g., low priced products will be sold through inside telesales).

While the emergence and evolution of alternative sales channels is inevitable, success in introducing sales automation to a direct field-based sales force is not as certain.

The thinking underlying this statement is that sfa implementation success relies upon timely, accurate and honest data inputs to result in similarly accurate outputs.  The all too familiar GIGO (garbage in, garbage out) process principle applies doubly here.  Therefor, if the sales force doesn’t see value in adopting the proposed system, the system’s implementation is threatened before it ever gets started--because the sales force feels threatened if they get started.

What to do?

The single most glaring lack for today’s sales rep is a clearly articulated model and plan for what it means to be tomorrow’s sales rep.  The question the market is constantly and increasingly asking all parties is: What value do you add (to the exchange)?

As customers are increasingly able to access information directly (on-line, EDI, etc.), or have information provided to them in less costly and/or less time consuming  ways (catalog, telesales, etc.), direct sales personnel represent less efficient and more expensive methods of exchange.  The answer to the value question in this case is “I present no value; I actually diminish value by costing more for the same goods or services.”

Obviously this is a career-limiting statement and no one would be foolish enough to say such a thing.  But not saying a thing doesn’t mean it’s any less true.  The answer to the question, what value do you add could be, “It depends on the nature of the sale and your own familiarity with the product or service.”

Transaction vs. Relationship Sales
Sales is the broad label applied to the exchange of goods or services for money.  Distinctions have historically been made between tangible vs. non-tangible, commodity vs. non-commodity sales.  Consider instead, transaction vs. relationship sales.

Transaction sales are those exchanges where the buyers know what they want and can distinguish among an array of options given objective product information (price, availability, quality ratings, etc.).  In such situations, the seller adds little value and loyalty between buyer and seller is very low.  These people would rather switch than fight.  This results in the rather sobering statistic that 60% of satisfied customers are willing to change service or product providers
.

For the past several years, I’ve been presenting the following Levels of Relationship model to contrast transaction based sales with relationship based sales:
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Several interesting things are changing as you move up through levels of relationship.  Some things are increasing: loyalty, trust, credibility, access within an account, knowledge of the account and their business, opportunity for repeat business (to name just a few).  

At the same time, some things are decreasing as you move up through levels: number of competitors, price sensitivity, the significance of any specific feature or function, sales cycle length (again, only a partial listing).  Both of these groups are generally viewed as being good for business.

As one moves up the pyramid the likelihood of a direct sales contact is increased.  Moving down the pyramid (where the numbers of transactions increases dramatically) is more likely to lend itself to indirect or non-traditional sales channels (e.g., telesales or catalog).

If in addition to moving up the pyramid, we rotate it  ninety degrees, we see very different skills and abilities being required:
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This model and the foregoing discussion lay the foundation for how selling and, by extension, sales force automation can be defined and applied to good advantage.

In all cases, sellers want to know who their buyers are and maintain a system that keeps track of these.  Contact management systems have proven widely, and even wildly, popular as a result.  Such systems contain a contact database and usually incorporate word processing, phone dialing, scheduling and contact tracking capabilities.

And for office based (e.g., inside telesales), transaction oriented, repetitive and price sensitive sales the ability to track large volumes of customers and quickly retrieve their relevant information (e.g., name, address, billing info, etc.) is vital.  Call Centers rely heavily on systems incorporating these and other features.

Moving further down the relationship pyramid, pure transactions will increasingly be conducted via technology (e.g., ATMs, EDI, the Internet).  Besides these two non-field based sales channels and the more traditional field-based sales force are distributors, manufacturer’s rep organizations, and value added resellers (VARs).

But what about the traditional field-based sales force?  Again, to the extent they see a future more exciting and non-threatening (read: inviting) than doing battle on the price cutting field, they will move up through levels of relationship to do more creative, less repetitive, more complex selling work.

It should be noted these definitions are an attempt to categorize by sale type, not judge by sale value.  That is, higher relationship selling work is a combination of market maturity, product familiarity, project complexity and the like, but is not “better” selling--it’s just different.  These differences however, demand more creative and competent (i.e., more varied competencies) sales reps, usually in a face-to-face context.

To be effective and efficient in this arena requires other sfa tools.  Principal among these is an Opportunity Management System (OMS).  As with every other term in this article, there are presently several definitions now popular for OMS.

In its simplest form, an OMS should provide a sales rep with information on the opportunities he/she is currently “pursuing.”  This collection of projects and prospects is commonly referred to as the sales pipeline or sales funnel.  In its most comprehensive form, Opportunity Management looks at the account as the opportunity, rather than a single transaction with that account.  In our view, this is confusing the term Opportunity Management and should be termed Account Management or Total Relationship Management.

For the purposes of this discussion, OMS will mean the movement and prediction of specific pieces of business (i.e., transactions) and the information and process improvement that can derive from these.

Returning to the pipeline metaphor, the simpler OMS programs say, “Okay, tell me what your sales process is and the probability (arbitrarily assigned) of closing at each step, what the opportunity is (who, what, how much, by when), and what step this opportunity is at.”  The OMS will then do the math extensions (e.g., a $200K deal at step 4 [20% close probability] projected for an 8/15/96 close is extended as $40K in August).

Problems with this approach range all the way from process definitions that are too flexible (and therefor lack data integrity) to those that are too rigid (and therefor lack relevance).  Other issues are the arbitrary estimating of close rates and their lack of specific and individual relevance.  Unfortunately, in many cases OMS has become just another check box in software selection without deeper questioning of the underlying analytical assumptions, if any.

Consider the pipeline illustration below.  The first question is the applicability of the pipeline definition to the opportunity in question.  Different products or services might have different process definitions (e.g., selling a million dollar piece of capital equipment may be a different sales process than selling the same customer a $50,000 service agreement).
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To ensure relevance, the sales force should be involved in the process definition(s).  In addition, estimated fallout and yield from one step to the next, and the time it takes to move along the steps should also be estimated (see Fig. 2 & 3). 
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Given cycle lengths, close probabilities, and quota individual statistics can be calculated including projected percentage of plan attainment and whether input rates of new prospects are adequate to maintain business health.  To be truly meaningful however, such feedback needs to be timely, accurate, consistent, individualized and relevant.  Based on arbitrary estimates, such statistics pass only the first test while failing the rest.

This is simply automating the rough rules of thumb so common in sales management today.  For example, “you need to have two-and-a-half times quota in your prospect pipeline at all times;” “you need to do two demos a week, if you’re going to make plan;” “you need to make five prospecting calls a week, no matter what else you do.”

While each of these targeted behaviors may be generally true, if this is the best result computers will bring, there is little incentive to go through the exercise.  If the system fails to replace arbitrary “standards” with individual performance measures, the system will fail to be adopted.

The OMS should replace arbitrary estimates with individual measures as soon as statistically significant, mature and stable data is available.  Feedback can then pass the other four tests, so long as the input data is also consistent, accurate and timely.  Why should a sales rep bother?

The answer lies in the earlier discussion.  Providing such data not only allows management to have an insight into the projected volume numbers, it provides each sales rep insight into his/her own performance numbers.  Even as technology erodes the base of the pyramid, handling more and more of the transactions at the lowest levels (thus eliminating direct selling jobs), technology also enables specific feedback to individuals to move up the relationship model.

The future belongs to sales reps who:

· Manage sales cycles

· Establish and elevate relationships

· Coordinate teams

· Understand and continuously improve sales process

Having reliable statistics is the basis for doing each of these and improving performance, both effectiveness and efficiency over time.  An OMS, to be embraced by the sales force and be an enabling vehicle for productivity gains, must accumulate data and provide not only information, but intelligence to its users.

Management thinks it knows what sales is doing, but doesn’t.

It is a testament to the power of Arthur Miller’s imagery that today, when people hear someone’s in sales they’ll say, “Oh, Willy Loman.”  As if nothing had changed in the nearly fifty years since Death of a Salesman first debuted.  In fact, a great deal has changed.  

For example, it used to be a sales rep was the cheapest person on the payroll.  In what could be characterized as the “cash register salesman,” the company loaded a unit in the trunk of the rep’s car and said, don’t come back ‘til you sell that one.  The rep was essentially buying his way back home.  Today companies routinely have fifty thousand to over one hundred thousand dollars invested in an individual before they know whether he/she will even last long enough to have a hope of succeeding.

In addition, company offerings have expanded in number and complexity.  Hewlett-Packard started with the eight products in 1940 and had grown to 373 products by 1958. Today, H-P has increased their sheer number of products offered to 24,336 (optional features and configurations raise this number to over 100,000) and similarly increased the complexity and variety of those products (including laptop and RISC computers, electrocardiograms, liquid and gas chromatographs, to name only a few).

A Division General Manager who had real face-to-face selling experience as recently as five years ago would hardly recognize the regimen of an H-P rep today, let alone be able to perform it.  In many companies the management’s recency is much less current (“Why when I was in the field [25 years ago], we had to generate all our own leads!”)--and even less relevant.

In an effort to look at leading indicators (as a predictor of future business), sales management developed rules of thumb for sales effectiveness: “You need to do two demos a week, if you’re going to make plan.”  Unfortunately, many of these rough measures were empirically derived when a demo cost $150 and was conducted by the sales rep.  Today, demos can cost thousands of dollars and involve pre-sales technical support, product managers, and a supporting cast all driving up cost of sales.

Multi-media video clips on CD-ROMs are one possible low cost way to handle demos, but the timeliness and efficacy of even doing demos needs to be evaluated within some effectiveness (e.g., return on investment, return on effort) framework.

In group after group, the lowest value activity sales reps identify is “generating leads.”  They are right for more reasons than just the usual “fear of rejection” criticism.  Another reason is a direct sales rep is a mighty expensive lead generating option.  This cost skyrockets when also taken into consideration is that reps tend not to do this well, are doing it at the expense of other higher return activities, and have little (if any) basis for differentiating or segmenting their market approach (i.e., Is it warm?  Did it move?).

Marketing has both the appetite and the inclination to do much better work in this regard, and of nurturing leads to a point where they warrant sales follow-up (either inside or field based).  Jim Cecil describes this graphically as a “drip system
” based on the drip irrigation systems made popular in gardening the last several years.  Rather than spraying water over wide areas and losing volumes to misapplication and evaporation, concise doses are delivered to each plant when and where programmed.

Cecil extends this metaphor to sales and marketing activities.  Marketing generated leads today are generally not followed up
 and sales reps continue to spread their energies far and wide.  In addition to a drip irrigation system developing and nurturing leads until they go to the field, an OMS helps close the loop once leads are fed into the field’s pipeline.

Returning again to the pipeline illustration, and recognizing all leads developed by marketing are not fed into the pipe (i.e., obviously unqualified leads should be sorted out immediately), what are the statistics for those that do make it into the pipeline?  Without an OMS compiling such statistics the answer is: nobody really knows.

With an OMS, the situation is vastly different.  All projects are entered at Step 1.  From here they may or may not proceed logically through each step to close, but the leads do have a history.  Each lead either turns into business, falls out along the way, or remains stuck in the pipe.  For those leads turning into business, details about specific lead generating campaigns, especially receptive industries or prospects and significant trends may all emerge from the data.

For those leads falling out in the first step or two of the pipeline, the onus falls to marketing: What is the quality of these leads that they fall out immediately?  Again, analyzing and comparing those leads that failed to proceed versus those that converted into bookings can be extraordinarily useful to marketing, and thus sales.  
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However, for leads that moved beyond suspects to prospects and even later to probables, if they fall out late in the process (e.g., steps 6 or 7 in the illustration), sales then has some soul searching of their own to do.  How did we invest so much in this lead before finding out it was not going to close?  Is there a defect in our sales process, or are we not following our process?  Or does comparative data suggest one rep is less skilled in early process actions (e.g., qualifying) or understand how to execute the process versus others in the sales force?
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These questions are not about right or wrong, good or bad.  This is not about assessing blame so much as determining causes and looking for improvement.  This type of feedback loop is absent or too costly to accumulate across the wide pipeline spectrum without an OMS.  With the application of OMS technology  the wall between sales & marketing can begin to be dissembled, brick by brick.
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Looking at charts summarizing large numbers of leads distributed across the entire sales force for an extended period of time will also give management insight as to what sales actually does and how effectively they are doing it.  Further, as opposed to revenue figures which only give a suggestion to the latter issue (effectiveness), fallout and cycle time (figure 6) statistics can show where management might look to address system issues to improve overall sales revenue production performance.

Sales managers need to do things differently today, but aren’t.

Sales managers typically report three priorities: 1) make the number; 2) develop the territory pipeline; 3) develop my people.  No matter that these same managers may feel these priorities are exactly backwards,  still and always, making the number drives day-to-day sales management activities.  

Or does it?   What exactly does it mean to make the number and how does the manager do it?  As noted earlier, the number is a result and you don’t do results, you accrue them.  The actual things people do (e.g., make calls, set appointments, commit on pricing/delivery) are what goes into making the number; the last of these activities tends to be “closing.”

As end of period nears, management begins to chant, “Make it happen.  Make it happen.  Make it happen.”  As if repeating this mantra offered some helpful insight or coaching or that, in some way, sales was heretofore trying not to make it happen.  This latter condition has actually been bred into many sales organizations with quarter- or year-end spiffs (i.e., increased compensation programs for last minute bookings).

Such last minute exigencies create the all too familiar spike in sales referred to as a “hockey stick.”  That is, essentially flat sales for early periods, ramping up mid to late in the year, then going ballistic in the final days or even hours of the year.  The result is heavy discounts, extra training or service giveaways, huge demands on service and support and, in the end, customer dissatisfaction if delivery delays or product/service allocations occur.

More damaging than these immediate resource misallocations are two seditious patterns.  First is training customers to hold out until the eleventh hour to negotiate the best possible deals.  Second, the sales force is being conditioned, if not to wait to the eleventh hour to get started, at least to expect not to have any kind of normal life during this time
.

Again, managers recognize that they are creating or perpetuating these monstrous patterns, but then blame their management (or American business) for focusing only on short-term or quarterly results.  There is an implicit assumption both in managers urging their troops to “make it happen” (and forget about process for now), and in blaming management for wanting short-term results (rather than supporting a process approach):

Process is not how you get (immediate) results.

At a visceral level, if managers and management don’t believe working the process will improve things now as well as in the future, the shift to process focus and process improvement will not occur.  So long as the operational imperative "Get the numbers" remains in place, only the results are of interest--the process for attaining these results is, at best, "interesting."  The paradigm shift needing to occur is that the process is of interest and the ensuing results are "interesting."

Sales management needs to shift from old (doing, supervising) to new (analyzing, coaching):

Old Sales Management

Results (effect) focused

Reactive

Winning is the only thing; do whatever


it takes

Run faster, harder, longer

Nobody gets fired here for making 


their number

Throw enough, some will stick

Ready, Fire, Aim, Repeat

New Sales Management

Process (cause) focused

Proactive

Practice/discipline/coaching builds 
winners

Continuous improvement

Attaining quota & retaining clients 


count equally

Manage pipeline, improve yields

Plan, Do, Check, Improve

Technology doesn’t fix these problems of the past, but it can provide two important 

components to fixing them.  First, by integrating into day-to-day selling activities an OMS can reinforce a defined process and accumulate data at an otherwise unaffordable cost.  Second, an automated system built around daily selling serves to reinforce process and provide a sustaining mechanism beyond a single manager’s focus, personality or sheer force of will.

Once this shift is made, however, whole new vistas appear as a basis for coaching reps on their individual and collective performance, troubleshooting where difficulties or unusually high successes are being experienced.  Imagine a track coach trying to improve team performance if the only measure available is final race times.  About the only recourse available is encouraging athletes to “try harder, because we need to do better.”

In short, having accurate and ongoing process-based statistics make coaching possible--without them, intuition, hunches and assumptions are all that remain.

Sales reps want to know how they’re presently doing, but don’t.

If management wants to know what sales reps are  doing, sales reps themselves want to  know how they’re doing.  When asked, “How are you doing?”  most reps reply with respect to performance versus plan: “Great, I’m 150% of plan!” or “Lousy, I’m 60% of plan.”  

Good information, but not the answer to the question.  As has been presented a couple of different ways so far, performance versus plan is actually past performance relative to plan.  150% or 60% is not how they are doing, it’s how they’ve done so far.  And whether it’s spilt milk (60%) or milk and honey (150%), the fact remains, it’s history.  

So we come back to the question, “how do you add value?”  and see now the question more precisely is, how will you add value (in the future)?  The value of predictability in business and the increasing importance of forecast accuracy are addressed in the next section.  For now, suffice to say, in business predictability is a good thing.  Beyond the obvious benefits of knowing where business will be coming from, at least two less obvious benefits also derive.

On the levels of relationship pyramid another thing increasing as one moves up the model is the futurity of discussions.  At the Vendor level, customers will take an offer on a “30-day trial period.”  At the Partner level, customers are working with their joint-venture partners on developing next generation offerings or developing entirely new ventures extending out over eighteen months or longer.  Therefor, increasing ability to predict what business may look like and where and when it will come from also reflects higher level sales competence.

Second is the opportunity to positively manage one’s business (and career) health as opposed to always being at effect as a result of what business ultimately closes.  This is not insignificant near-term and is of increasing importance over the long-haul.  In the future, the superstars of sales will be those who can manage sales cycles (read: process), coordinate sales teams (interpret “you” in the plural form) and elevate relationships over time (move up the pyramid).

While technology continues to erode the base of the pyramid, companies will continue to pay for sales reps who can manage and consistently grow their book of business.  This is not new, but will be increasingly valuable and therefor valued in the future. 

It’s okay for sales reps not to share this view, but they can’t blame their actions on management’s nearsightedness.  If, on the other hand, you do buy this scenario, OMS will be your best friend.  Here’s how.

[image: image14.emf]If you know a person’s quota, their sales cycle length and individual close rates (with benchmarked data, not rough rules of thumb), then you can project where their current pipeline prospects will project them to end up relative to quota attainment (figure 7).  Note, the key distinction here between a robust OMS and the simplest OMS programs is the calculation and accumulation of actual individual operating performance statistics, not arbitrarily assigned ratios. (see the five key tests of feedback earlier in this article).

The idea, of course, is to get to leading indicators of performance.  Examples of such measures in sales include sales cycle length, close rates, average deal size, prospect quality criteria, to name just a few.  Getting a handle on such measures through weekly graphic feedback can tell sales management how the current revenue production system is 

[image: image15.emf]working, how individual reps are doing within this system, and how to maintain it operating in control.

If these same factors are known (i.e., quota, cycle length, close probability), it is also possible to calculate whether enough potential prospects/revenue is being input into the pipeline, to begin to proactively manage what will come out months from now.  

In addition, group norms can be plotted to provide individual reps control charts contrasting their own statistics with counterparts in the same job (figure 9).

Analyzing these statistics is not only helpful for reps, it provides a wealth of information for--you guessed it, marketing.  If they see one rep beating the competition in certain size sales of a given product, while contemporaries are all losing, marketing can interview the successful rep to discover anything he/she may be doing not included in the standard process, query the system to find out who else is presently at the same stage against this same competitor in deals of this size and send a specific alert to do something now to avoid losing later.  Remove another brick.

[image: image16.emf]The drip irrigation principle can be proactively applied to a rep’s territory that is busy now with high projected closings, but whose pipeline is likely to run dry four months later and come up short by year’s end (see figure 7), due to the current decrease in new prospect Input Rate (see figure 8).  The rep is truly too busy (doing high value selling/closing work) on real opportunities to set aside time to prospect in an ill-defined or poorly segmented universe.  Marketing if clued in early in this cycle, could prepare a mailing, seminar, or call campaign series to increase suspects and nurture them to pipeline readiness to coincide with the time the sales rep will be completing the opportunities now in later process stages.  Through synchronizing Marketing’s focus to the sales operating need, each territory’s pipeline %Full (figure 9) can be systematically built and then maintained thereon – despite salesforce turnover.

Other alerts can be built into the system to provide early warning indicators of deviation from the desired course.  Examples include projects stuck in the pipe for too long without any action (A Vice President of Sales said, “We’re selling fish, not wine.  Our stuff doesn’t get better with age.”), smaller than average opportunities, too few opportunities, and so on.

As the wall is dismantled a new structure can be built.  Companies have been collecting data forever (especially in sales).  The problem is nobody’s been looking at it.  OMS can and should provide a convenient and cost-effective data collection vehicle, while having the ability to analyze and feedback real sales intelligence. 

Such synchronization not only enables individual reps to answer, “Here’s how I’m doing,“ they can also report on, “Here’s how we’re doing
.”

The company needs to get accurate forecasts, but can’t.

A question we ask at conferences and meetings of CEOs is “How far in front of sales are you willing to invest?”  The answer is a reflection, at least in part, of their confidence in the sales forecast – of their ability to see into the future.

For example, say it takes six months to recruit, hire and train a customer support specialist.  Are you, as CEO, committed to hiring this individual six months in advance of your need based on your current sales forecast?  If the answer is no, and the sales come in as projected, one possible outcome is lower customer satisfaction ratings due to slower response times, untrained support personnel, etc.

One head of purchasing reported an accurate sales forecast would save their company tens of millions of dollars each year by reducing buffer stock in finished goods inventory.

Share price of publicly traded companies is dramatically impacted by a company’s ability to predict business results.  Even though two companies could each make their revenue number, analysts suggest one consistently operating in a ± 5% bandwidth would trade at three or four times the other operating within a ± 50% bandwidth.   In addition, cost of funds to borrow money, and the ability to do so, would be lower and easier for the company seen as being more in control.

“You get what you pay for,” is the old axiom related to quality purchases.  The same applies to quality sales.  Companies get poor forecast accuracy because they don’t pay for forecast accuracy.  What most companies compensate is revenue attainment.  Some have begun to include a profit (margin) contribution component.  However, few companies distinguish between making the number and making the forecast.  Here’s the difference.

Let's say, an individual has a quarterly quota of $750k.  He/she forecasts: A ($250k), B ($125k), C ($350k), D ($325k) and E ($200k) with a 60% probability.  Looks like we're okay.  But wait...what does 60% probability mean?  It sounds better than 50/50, but let’s not go out on a limb and say 90%.  In truth, each deal in the end is either 0% or 100%.  Enter the fine art of factoring--the sales manager's "gut feel" for the situation, this particular rep, etc.

In this example, what books is: A ($250k) and E ($500k) a mega-deal that came out of nowhere.  This rep made her/his number ($750k), but completely blew her/his forecast.  Which means the rep, the business and specifically your sales dollars to invest are in a flat spin.

Managers complain of forecasts that vary widely and wildly in accuracy.  All the while, this lack of consistency is costing the entire sales force credibility.  You either know where your business is coming from or you don't.

If the numbers were accurate, but insufficient and there were no other action (i.e., promotion) to increase the numbers soon enough, management would at least have the option of reducing expenses in anticipation of the shortfall, to minimize potential losses.  One sales executive told me, "I just had the worst quarter of my life."  It wasn't that he had never made his numbers before.  But in this case, his managers were assuring him on Thursday of deals that ultimately didn't book the following Monday.  They missed their number by millions, but expenses had been based on the anticipated revenue--the company made this executive an offer he couldn’t refuse.

Similarly, coming in well above the number is a better problem to have--but, still a problem.  Particularly in growing companies, the additional revenue, if anticipated, could have been used to hire or invest in product development.  None of this is new, and still, accurate forecasting remains elusive.

One reason is there is no actual pay incentive for being accurate.  Some companies have begun to attempt flattening spikes in sales by offering quarterly consistency bonuses, not just revenue attainment.

With OMS and clear individual statistics other pay rationales are possible.  One component can certainly remain total revenue bookings.  Additional components could be process conformance (verified through managers’ frequent and random audit of selected deals), sales cycle management (consistently shorter than the group mean), customer satisfaction, etc.  The list isn’t endless, but it can be far longer than one: did you make your number?

Further, by identifying those components the company is willing to pay for, they do more than simply give lip service to the notion of increased autonomy, empowerment and reward for increased levels of professionalism.
Can sales force automation combined with a full function OMS really change the world?  No, but it can help keep track of things in a changing world when measured against a defined and continuously improving sales process.  Can the democratization of information really raise the sales profession to new levels?  The jury is still out, but the dream is alive as is the question: “Why not?”

As Sir Isaac Newton said,


If I have seen farther than others, it was because 


I was standing on the shoulders of giants.

How ‘bout those Giants?

TRAILER VAVRICKA, INC. consults with clients to define, document and sustainably improve their sales process.  TVI also provides managers coaching to improve performance, and is currently working with several leading SFA software companies to incorporate its Naviguide( advanced OMS design for sales process and operating performance metrics.  In addition to consulting services, TVI speaks and writes on the subject of Salse Operating Fitness/Performance Improvement and Sales Mastery.  For a complete outline of TVI services, please contact: Joe Vavricka Ph: 858-755-1994; or E-Mail: joevav@alumni.princeton.edu; or visit the Website: www.raisesales.com.
ALERT – Decreasing Input Rate
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�   Russell A. Ackoff, The Second Industrial Revolution, pg.19


�   Mary Coleman, CEO, Aurum Software and Christopher Lochhead, President, Always An Adventure, use this phrase in discussing Customer Asset Management.  Brian Bouren, VP Marketing, Axiom Consulting, describes their Rapid Renewal process based on these same factors.


�   Changing the Role of Top Management: Beyond Strategy to Purpose, by Christopher A. Bartlett and Sumantra Ghoshal; Harvard Business Review,  Nov-Dec ‘94.


�   Why Satisfied Customers Defect, by Thomas O. Jones and W. Earl Sasser, Jr.; Harvard Business Review,  Nov-Dec ‘95.


�   Jim Cecil, Building Better Relationships


�   Sales & Marketing Management magazine in one report suggested as few as 10-20% of leads are ever acted upon.


�   Read The Force, by David Dorsey


�   Sacred Hoops, by Phil Jackson (the power of “we” versus the power of “me”).
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