ZS ASSOCIATES

Maximizing Sales Force Effectiveness
Diagnostic: Assessing Your Sales Force
Module 1: Sales Strategy

American Press Institute
April 10, 2010

ZS Associates | 312.233.4800 | www.zsassociates.com



ZS Associates is a global leader in sales and marketing consulting, capabilities

building & outsourcing
]

= A 26+ year history of serving sales and
marketing clients

= 1,300+ employees providing global service from
19 offices

= Worked with more than 1,000 companies across
65 countries

* Founded in 1983 by Andris Zoltners and Prabha
Sinha of Northwestern
School of Management

= One of the largest sales & marketing consulting
firms in the world
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Maximizing Sales Force Effectiveness

_
Day 1 Day 2
Diagnostic: Module 4:
Assessing Your Sales Force Sales Management & Talent Development
(10:15-11:30 am) (8:30 — 10:30 am)
Module 1: Module 5:
Sales Strategy Incentive Compensation
(11:30 am — 12:30 pm) (10:45 am — 12:30 pm)
Module 2: Change Management: Driving Sales
Sales Force Design Transformation in Your Organization
(1:30 — 2:45 pm) (1:30 — 3:00 pm)
Module 3: Wrap-up:
Sales Process Design & Implementation Taking the Seminar Home

(3:00 — 4:00 pm) (4:30 — 5:00 pm)
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How can we tell if we have a good sales force?

_
SALESPEOPLE ACTIVITY CUSTOMER RESULTS COMPANY RESULTS
“Knowl edgeabl“eBest sellipnpg“guescemsi repteAthioave rey
- Products
- Markets y : , . . .
Seli il Best time alltdHcghioepealt |[TRtefki’tabl e
- 2€lling sxilis - Market _
- Time utilization - Product “ StI r otn_-tgrml ohn_ 0 “cGr OWItn'gt fas
- relationshijps€éompetiti on
“Motivated"” - Activity P P
. y “Customer sptibBfiacitmgnfie
Great manapgers o
- Trainin N esglling time kept to
.g mi ni mum’
- Coaching
- Feedback “Value is communicated?”
- Recognition
“Success cul ture®
“Retention”
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What are key metrics that we need to regularly measure and monitor?

_
AWhat gets measured gets don:
CUSTOMER COMPANY
SALESPEOPLE ACTIVITY RESULTS RESULTS
» High competency % » Calls per day « Customer » Sales, sales growth
+ Product * Reach satisfaction + Account retention
knowledge * Opportunities ) Ne.t promoter score  Existing account
Lo o | | Provosai " Jlitudes abou srowt
- » # of offerings per
° o)
* Value-add Win rate % * Attitudes about account
selling - Sales ggfﬁr;irg%ssand * New account sales
* Rep satisfaction * Up-sell %
» Coaching days per
year
e Turnover

The starting point of driving sales effectiveness is getting very specific about
key sales effectiveness metrics
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The Sales Force Effectiveness Drivers complete the sales force system
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World-class sales organizations maximize sales effectiveness by
focusing on the fundamental drivers

|
Sales Force Key Sales Force Drivers
Drivers
We have a clearly We are cost-effectively We have a disciplined Our people are highly We have the right
defined & highly & fully covering and winning sales and skilled and sales culture and a
effective sales profitable customer & service process aligned knowledgeable in our highly motivated,
strategy prospect accounts with our value strateqy and leading performance focused
proposition sales approaches sales team
|. Sales Strategy Il. Sales Force lll. Sales IV. Knowledge V. Incentives &
Design Process & Skills Measures
1. Customer 6. Sales Force 10. Sales, Service 12.Competency 16. Sales Culture
Needs, Buying Structure & & Account Model .
Processes & Roles Management . 17.Incentives &
. 13. Hiring & Goals
Potentials - Process, .
7. Sizing & Activities & Selection 18.R ition &
2. Segmentation Allocation civiies - -Recognition
o Roles (CRM 14.Training Rewards
s Str&\f[\gh 8. Territories Stra.tegy) 15. Coaching 19. Measures &
gy 9. Account 11.Selling Tools & Reporting
4. Market Targeting Enablers 20.Performance
Offerings & Reviews
Value
Propositions
5. Pricing
Strategy
© 2009 ZS Associates
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The Sales Effectiveness Framework helps assess a selling organization
and identify improvement opportunities
E—

- cAusauTY

Sales Force Salespeople Activities Customer Company
Drivers PEOP Results Results

. DucNoss
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The Sales Effectiveness Framework helps assess a selling organization
and identify improvement opportunities

|
How can we What can we
improve? D improve?
Sales Force . Customer Company
. Salespeople  Activities
Drivers PEoP Results Results
We will start by discussing ,what® we can
The remainder of the two days will focus o

improve
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Results

Are improvement opportunities possible?

Revenue growth goal: 8%

Actual growth: 1.5%
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Results

Are improvement opportunities possible?

Territory Performance

$7,000

Territory Sales ($000s)

Territory Representatives
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Activities

Are improvement opportunities possible?

Newspaper Advertising

© 2010 ZS Associates

Type of Activity Activity Eﬂ'(i:r%gt
Selling 34.6% 1. Active selling to advertisers (face-to-face or phone) 22.8%

2. Active selling to non-advertisers (face-to-face or phone) 10.7%

® 3. Entertaining advertisers and non-advertisers 1.1%
E Servicing 40.8% 4. Developing presentations and proposals 4.6%
) 5. Account planning 4.4%
E 6. Account maintenance and customer service 8.5%
é 7. Insertion orders 8.4%
8. Creative and layout work 4.9%

9. Dealing with production problems 4.0%

10. Dealing with credit, billing, and collection problems 6.0%

© | Administration 16.8% 11. Meetings 3.0%
E W 12. Paperwork and administration 7.6%
é E 13. Training 2.0%
g 14. Travel (to/from accounts) 4.2%
Z Other 7.8% 15. Other 7.8%
Total 100.0%
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Are improvement opportunities possible?

Business-to-Business

Product
Line

Current Effort Allocation
(Salesperson Full-Time
Equivalents or S-FTE)

Incremental Return for
an Additional
S-FTE

Activities

Type of Activity Activity zﬂf;’:
Selling 346% 1. Active selling 10 advertisers (face-to-face or phone) 2.8%

2. Active selling to non-advertisers (face-to-face or phone)  10.7%

o 3. Entertaining advertisers and non-advertisers 1.1%
£ [‘senvicing 208% 4. Developing presentations and proposals 26%
& 5. Account planning 4.4%
6. Account maintenance and customer service 85%

g 7. Insertion orders 8.4%
© 8. Creative and layout work 4.9%
9. Dealing with production problems 4.0%

10. Dealing with credit billing, and collection problems 6.0%

g Administration  16.8% 11. Meetings 3.0%
S o 12. Paperwork and administration 7.6%
3 E 13. Training 20%
< 14. Travel (toffrom accounts) 4.2%
2 [oter 7.6% 15, Other 7.8%
Total 100.0%

18

$164,381

9

$ 69,245

10

$385,696

0 Ideal calls m Actual calls

450
100,000 too few calls

400 on high value

0 o
8 ¥ 430,000 calls wasted on ]
o o
E 250 low value physician A
5 ™ segments
& 10
5
3 100

Physician Segments

31

$270,206

m|oO|O || >
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23

$198,068

- 13-

Most profitable Least profitable
physician segment physician segment
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Activities
Are improvement opportunities possible?

Type of Activity Activity Eereen

2. Active selling to non-advertisers (face-to-face or phone) ~ 10.7%

© 3. Entertaining advertisers and non-advertisers 11%

E Servicing 40.8% 4. Developing presentations and proposals 4.6%

B 5. Account planning 4.4%

§ 6. Account maintenance and customer service 85%

z 7. Insertion orders 8.4%

® 8. Creative and layout work 4.9%

9. Dealing with production problems 4.0%

10. Dealing with credit, billing, and collection problems 6.0%

E Administration ~ 16.8% 11. Meetings 3.0%

S of 12. Paperwork and administration 7.6%

H . — . . § £ 13. Training 2.0%
Highest workload territory = 2 times the ideal workload 2 5. ot oo o) aze
2_[other 7.8% 15. Other 7.8%

Total 100.0%

2.
181 Territories with too much work
. 100,000 too few calls
1.6 0 on high value
x =
] 1.4 é/soo 430,000 calls wasted on [ |
-g ) ﬁ 250 low v:[l;;n ;;I:]y‘tzician H
o L2 N — it e +150 _ldeal territory g0
© workload 3w
o10 P
~ A -159 T B c o E F G
E 08 T 15 /0 Physician Segments
Feg
physician segment physician segment
0.4+ Territories with too little work
0.2 ) . :
Lowest workload territory = .4 times Product | Current Effort Allocation | Incremental Return for
0.0 +—+—+—+—+—+—+—+—+—+—+—+—F+—+—+++—+—++—+++—+—+—++—+—+—++++—+—+—++++—+—++++++ the ideal workload Line (Egﬂe}fzifénof”s"f%e an é‘_’g'T‘E”a'
0 10 20 30 40 50 60 70 80 90 100 110120 130 140 150 160 170 180 190 200 210 220 oy P ST
Territories Sorted by Workload 8 o 969245
. . ) . c 10 $385,696
(Each point on the line represents a single territory) 3 - s
E 23 $198,068
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Activities

Are improvement opportunities possible?

Percent O Ideal calls m Actual calls
Type of Activity Activity of Time
Selling 34.6% 1. Active selling to advertisers (face-to-face or phone) 22.8% 450 100.000 00 few calls
2. Active selling to non-advertisers (face-to-face or phone)  10.7% 400 1| ’ .
3. Entertaini dverti d dverti 1.1% on high value
E _ - . Enter ammg adver |sgrs and non-advertisers .1% 250 || physicians
iZ | Servicing 40.8% 4. Developing presentations and proposals 4.6% =
E 3, AEEBU FEITE A g/ 300 17 430,000 calls wasted on
% 6. Accognt maintenance and customer service 8.5% % 250 1| low value physician L
S| 7. Insertion orders 8.4%
3 ” 2 200 1| segments |
8. Creative and layout work 4.9% S
9. Dealing with production problems 4.0% g 150 +—
10. Dealing with credit, billing, and collection problems 6.0% g 100 1 \/\
g Administration  16.8% 11. Meetings 3.0% =z
S o 12. Paperwork and administration 7.6% 50 +—
3£ 13. Traini 0 [ | [ |
8 & . Training 2.0% o : : : : : :
g 14. Travel (to/from accounts) 4.2% A B c D E E G
z Other 7.8% 15. Other 7.8% .
Total 100.0% Physician Segments
Most profitable Least profitable
physician segment physician segment
Highest workload territory = 2 times the ideal workload
Current Effort Allocation | Incremental Return for 2
Product . .. 18 Territories with too much work
Line (Salesperson Full-Time an Additional
. 16
Equivalents or S-FTE) S-FTE 3.,
S 1.
c "
B B A oo +150_ldeal territory
A 18 $164,381 S 0 __— workload
X QB T e T o -15%
B 9 $ 69,245 s
0.6
C 10 $385 696 0.4 Territories with too little work
b
0.2
Lowest workload territory = .4 times
0.0 e+ the ideal workload
D 31 $270’206 0 10 20 30 40 50 60 70 80 90 100 110 120 130 140 150 160 170 180 190 200 210 220
Territories Sorted by Workload
E 23 $198,068 (Each point on the line represents a single territory)
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People

Frontier Analysis: A lot can be learned by identifying and understanding
“frontier” salespeopl e

]
Sales vs. Sales Potential Index
7,000 ®
O 160
6,000 | o8 22 @ 152
’ ,,f’ 226
& 25 LAy

_. 5,000 / e 1z e
§ ,@ 107 440 106
A 4,000 /I © 103 © Cl 120161 =
Tﬂ/ / 115' 1004 131 0
% / e 113 ¢ 122

3,000 / e 121
2 g 2;5 100

: .‘ PS 150
2,000 , 123
© 229 ® 132 e 1z
1,000+
07 f f f f f
0 50 100 150 200 250 300

Sales Potential Index (Average = 100)

What are Afrontier salespeopleodo doi
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Once we have i1 denti fi ed ,what W e

What can we improve?

How can we improve?
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Sales Effectiveness Diagnostic Exercise
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The Effectiveness-Impact Matrix for Sales Force Assessment

© 2010 ZS Associates

Impact of Change

457

High Impact
Opportunities

Moderate Impact
Opportunities

Strengths

4.3 * Motivation Programs

Training
4.1 ¢

* Performang

hgement SF Culture
*

3.9\ S. Mgr. Development
*

*

371 Communication

3.57
3.3
3.1
2.9

2.7

T T T 1

2.5 T T T T T
2.0 2.2 2.4 2.6 2.8 3.0 3.2 3.4 3.6 3.8 4.0

Current Competency
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How companies have used these concepts

© 2010 ZS Associates - 20 - Module 1 - Assessing Your Sales Force 04-10-10 v1.2



How companies have used these concepts

Sales Force Effectiveness

1) Customer Potential and Prioritization 2) Territory Alignment

3) Target Setting with Potentialization 4) Variable Incentive Compensation (VIC)

Three Delivery Mechanisms

© 2010 ZS Associates
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How companies have used these concepts

T
Customer Perceptions of Sales Reps Over Time
+40% | —
.\ =
Average |
Each Year
-20% |

Yrl Yr 2

© 2010 ZS Associates

Quality A

ratings for
the best rep
over time

\\(benchmark)j

Yr 3

- 22 -

10% increase in
quality rating
by customers

in Yr 3 after
reps have been
trained on a
new selling
model in Yr 2
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Sales Effectiveness Diagnostics — Suggested Action Items

1. Become specific about oO6whatdéd you can i mpr
— Identify key sales effectiveness metrics
— Review historical performance on metrics
— Assess improvement opportunity

2. Review sales effectiveness drivers, and prioritize improvement opportunities
— Conduct qualitative assessment of sales effectiveness improvement opportunities
—  Prioritize improvement opportunities

3. Conduct more in-depth assessment of prioritized opportunities

4. Develop and launch transformation plan
—  Quick wins
— Large scale improvements
— Change management and implementation plan

This section focused on the first two steps. The remainder of the workshop will
help you implement steps 3 and 4
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Module 1: Sales Strategy
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Maximizing Sales Force Effectiveness

Day 1

Diagnostic:
Assessing Your Sales Force
(10:15-11:30 am)

Module 1:
Sales Strategy
(11:30 am — 12:30 pm)

Module 2:
Sales Force Design
(1:30 — 2:45 pm)

Module 3:
Sales Process Design & Implementation
(3:00 — 4:00 pm)

© 2010 ZS Associates

Day 2

Module 4:
Sales Management & Talent Development
(8:30 — 10:30 am)

Module 5:
Incentive Compensation
(10:45 am — 12:30 pm)

Change Management: Driving Sales
Transformation in Your Organization

(1:30 — 3:00 pm)

Wrap-up:
Taking the Seminar Home
(4:30 — 5:00 pm)
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Module 1: Sales Strategy

Key Sales Force Drivers

We have a clearly
defined & highly
effective sales
strategy

|. Sales Strategy

1. Customer
Needs, Buying
Processes &
Potentials

2. Segmentation
3. Growth

Strategy

4. Market

Offerings &
Value
Propositions

5. Pricing
Strategy

© 2009 ZS Associates
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Act i

onabl e”

1. Where is the growth opportunity in the

market?
1. Segment targets

2. Penetration, cross-selling and new
account acquisition mix and targets

2. How should our value propositions be

tailored to best align with the needs of
targeted segments while achieving
meaningful differentiation?
— How do our capabilities compare with
the needs of each segment?
— How is the competition likely to measure
up?

© 2010 ZS Associates

cCust omer
decisions critical to sales effectiveness

- 27-

Il nsight &

3. What are the optimal selling processes

and marketing channels to maximize
impact and establish competitive
advantage for each segment?

— What role should each marketing
channel play in the value delivery
process for each segment?

— How do we want to organize ourselves
to cover different segments?

. How should we allocate marketing and

sales resources across segments to
maximize company performance?

. How are we performing in each of our

targeted segments?

— Where are the performance gaps and
how can we improve?

— What common language do we use to
describe success in our markets?

Module 1 - Assessing Your Sales Force 04-10-10 v1.2
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Deep customer insight into needs, decision makers and buying processes
provides the foundation for effective sales strategy

Customer Landscape

Purchase
Location(s)

v

Usage
Location(s)

» Types of buyer

Customer
A

Customer
B

Customer
Z

Example Needs Cateqories:

* Products, Services, Programs, Relationship

e Buying Orientation:
— Transactional vs. Solutions

— Best of Breed vs. 1-stop-shop

— Most Favored vs. Splitter
— Early Adopter vs. Follower
* Cost to Serve: Service Intensity

© 2010 ZS Associates
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Illustration

Example Buying Process Dimensions:

= Centralized v. decentralized decision making

* Interaction preferences
— Single point of contact v. individual experts
— Face-to-face, tele, internet

= Geographic locations for buyers & users
— Same locations
— Different locations, same regions
— Different locations, different regions (global)

Example Decision Influencers:

= Economic buyers: “What is the
= User buyers “How wi || it
= Technical buyers “Does it mee
= Coaches “How can we
happen”

ROI
wWor
t sp
ma k e
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An understanding of approximate account potentials is also essential to
effective sales strategy
E—

= Account potential is a critical input to many decisions that drive sales effectiveness

Growth Strategy

Segmentation

Sizing

Account — "
Potential erritory besign

Account Targeting

Goals Setting

Performance Tracking

= Methodology examples
— Rep estimated (bottom-up)
— Projected (top-down)
— Predictive modeling (account level up, scaled down)
 Predictive plus rep validated
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The best segmentations are 2-dimensional

© 2010 ZS Associates

Needs/B.P.
Local Regional Global
Potential
A
B Simpler Example
C

- 30 -

Case Example

X: What is valuable to

them?
Y: How valuable are
they to us?
. | t s not en

just know they exist.
We need to also
know:

— How many
— Penetration
— Where and who
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A clear understanding of addresable potential allows us to develop clear
growth strategies

© 2010 ZS Associa tes

Large Companies
>1,000 employees
# companies = 5k
Market. 7. 5148,

Medium Companies
>100 to <1,000 employees
# companies = 135k

Small Companies
>5 to <100 employees
# companies = 3,057k

Market = $20B

- 31-

Case Example

Reach SOW

81%

Cross-sell

28%

7% 54%

Acquisition
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Why value-based selling is critical to most B2B sales organizations

= Alternative to competing solely on price
v" Ability to create value beyond reducing
price
v Meaningful points of competitive
differentiation

v Mutually valuable relationships

v Higher acquisition rates
v Increased retention rates

= Customer incentive to purchase & to stay _

Source: Mi chael V. Marn and Robert L. Rosiello,
Busmess Review (Sep-Oct 1992): 84-94.

2 Source: Frederick F. Reichheld, W. Earl Sasser, Jr ., fZero Defections: Qual it
Serviceso, Harvard Buxil®®ss Review, (Sep

|l f youdbre truly in a commodity mar ket &
rid of the sales force & compete purely on price
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Many elements in addition to the core product can create customer
value
—

Here are just a few

= Sales calls and order initiation requirements

= Lead times / turnaround times

= Long term contracts to avoid price fluctuations

= Customization / solution fit

= Advertising design support

= Customer training (e.g.: advertising design)

= Customer education (e.g.: marketing maximization education)
= Helping the customer sell more to their customers (e.g.: consulting services)
= ROI calculation tools and support

= Effectiveness of after-sales support

= Ease of after-sales support

= Multi offering solutions

= QOrdering, credit, billing, and collection procedures
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We should think about our market offering and customer value creation
In four areas: products, services, programs and relationship

Examples

paziseydwa-1ano usyo @)

®)
=
@
=
c
=
Q
o
T
o
3
S
2
0,
N
®
Q
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A value-based focus can be especially important in down markets such
as we are currently experiencing
S

Sales success in a down market:

State of the = Focus first on existing customers
Newspaper Industry

= GO0 on the offensive

= Be selective in new account hunting

“Don"“t panic. Avoi d t he
discount price

= Rigorously prove and reinforce value

= Take advantage of competitor stumbles

= Protect high performers and selectively
trade-up
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Sales Strategy: Suggested Action ltems

1. Review and document key insights about your customers
— Develop formal and informal customer research plan

2. Segment your customers based on potential and needs
—  Estimate potential of each your existing and prospective accounts
— Document key account decision-makers and needs
— Design segments based on potential and needs
— Allocate accounts to segments

3. Develop and document your value proposition
— Make a list of all of the ways you create (or can create) value for customers
— Rate the importance of each by segment

— Use the above to create a clear, compelling and customized value proposition for each
segment

— Ensure that your value proposition is ingrained throughout your selling efforts*

* - See sales process module for a discussion of how to incorporate your value proposition to develop a value-based
sales process
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Sales Strategy Exercise:
Developing a rigorous, fact-based and compelling value proposition (1 of 5)
—

Pick a segment of your customers and/or prospective customers. Describe this
segment in one or two sentences.
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Sales Strategy Exercise:
Developing a rigorous, fact-based and compelling value proposition (2 of 5)
—

Pick an account in this segment. List ten or more customer needs that can be
potentially met by your offerings. For each, rate from 1 to 10 how important this
need is.
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Sales Strategy Exercise:
Developing a rigorous, fact-based and compelling value proposition (3 of 5)
—

List elements of your core offering that can help customers in this segment meet
their needs. For each, rate from 1 to 10 how important this element is for your
customers.
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Sales Strategy Exercise:
Developing a rigorous, fact-based and compelling value proposition (4 of 5)
—

Describe your value proposition in two or three paragraphs.
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Sales Strategy Exercise:
Developing a rigorous, fact-based and compelling value proposition (5 of 5)
—

List 3 things you can do to improve how this value proposition is communicated in
your sales and marketing efforts.
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For
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More I nformati on

ZS Associates

Ron Siahpoosh, Associate Principal
312-233-4875
ron.siahpoosh@zsassociates.com

Tobi Laczkowski, Manager
847-492-3190
tobi.laczkowski@zsassociates.com
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