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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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Background and objectives

World-class sales organizations maximize sales effectiveness by
focusing on the fundamental drivers
—

Key Sales Force Drivers

We are cost-effectively
& fully covering
profitable customer &
prospect accounts

[l. Sales Force
Design

6. Sales Force
Structure &
Roles

7. Sizing &
Allocation

8. Territories

9. Account
Targeting
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Sales force design includes structure, sizing & allocation, territories and
account targeting
S

* What sales channel per

account segment? + Which accounts to which

channels & sales teams?

* Where to specialize vs.
generalize by account
type, activity, product &
geography?

* How many people in each
role?

* How to allocate effort across
segments, products,

activities
and
regions?

* Optimal spans of
control?

* Reporting
relationships?

* How to optimize territory assignments & rep matching?

» Which accounts to target with what priority?

Objective - the sales force size, structure & deployment that will maximize
company financial, strategic & operational objectives

© 2010 ZS Associates -4 - Module 2 - Sales Force Design 04-10-10 v1.2



25 years of ZS work reveals that the average company can improve
profitable revenues by 10% through improved sales force design
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10%
9%
8%
7%
6%
5%
4%
3%
2%
1%
0%

Average Revenue Improvement

Structure

Size

Territories

10%-+
Average
Revenue
Improvement*

*Not including
the benefits of
account
targeting
optimization
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Sales force design choices are interrelated: geography links targeting,
Size, structure, and alignment decisions

Knowledge
Collection

Sales
data,
activity
data,
product
info,
market
info
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Account

Valuation

What is
value
of each
account
for each
product?

SALES FORCE DESIGN DECISIONS

Account
Targeting
Models

Which
accounts
should we

cover
and how
often?

Structure
Models

How What
many products
reps should
should each
we hire? rep
cover?

Alignment
Models

. Which re
What is P
should
the .
VISIt
best
) each
territory
account?
shape?
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Structure is more than just organization chart

Organization Chaurt:;
= Positions
= Reporting Relationships

Plumbing:

= Roles (Activities, Offerings, Account Types)
= Coordination Requirements

= Accountabillities

= Authorities
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Determining how to best “interface” with various customer segments is
a good way to start thinking about structure
—

Role Examples: (not an exhaustive list)

= Geographic reps

= Hunter / farmer reps

= Industry-specific specialists

= Product or solution specific specialists

= Opportunity ID specialists plus technical sales specialists

= End-user reps versus channel partner reps

= Key account sales specialists

= Key account sales teams (dedicated, non-dedicated)

= Global account managers and sales teams (dedicated, non-dedicated)
= Telesales specialists (outbound)

= Teleprospecting (outbound)
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Afterward, consider how best to “manage” that collection of sales reps
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TLMs

SLMs

FLMs

Reps

Specific roles & responsibilities
(e.g., coaching vs. selling)

Reporting relationships & meaning
(e.g. solid vs. dotted)

Spans-of-control

Coordination requirements
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Sales force structure trades off generalization vs. specialization along
four dimensions: activities, offerings, account types & geography
E—

Hlustration

Activities

Offerings

Account Types

Geoqraphy
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Structure is not a simple issue. Many factors must be considered, some
of which are often in conflict.

Effectiveness Efficiency

» Value proposition fit

» Sales process /
customer buying process
fit

* Individual bandwidth
» Coaching

* Roles focus & clarity
» Accountability

+ Talent attraction

» EXxecution ease
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Territory sizes

Coordination
requirements

Division of labor
Cost per contact

Scale-ability
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Structure Elements

Positions

Reporting
Relationships

Roles
Accountabilities

Authorities
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When considering structure alternatives, tradeoffs between
effectiveness and efficiency must be evaluated

VS.

There are certain attributes of a product or service that may make it more suited to an
effectiveness-oriented sales structure or an efficiency-oriented sales structure

Specific capabilities
* Products, activities and/or call points
require specialized skill set

Required

Broad capabilities

* Products, activities, and/or call
points can be combined

High potential customers
* Specifically important
* Few or rare

specialization

Low potential customers
* Replaceable
* Numerous

Complex
* Multiple steps
» Customized or dynamic

Customer potential

Complexity of

Relatively simple
* Fewer steps
+ Consistent or homogenized

Highly strategic
* Significant value beyond sales
(e.g., establish relationship)

selling interaction

Strategic nature of

Highly transactional

* Little value beyond the
transaction
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=
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For many newspaper sales forces, how to structure the sales force
around print and digital products is a critical decision

Advantages

Specialist
Sales Force

Sales Force Sales Force

Print Digital

Customer

Effective structure, with
salespersons specializing in
particular product

Each product gets focus

Generalist
Sales Force

Print + Digital
Sales Force

Customer

Efficient structure

Salespersons allocate their time
based on where they see
opportunities

Disadvantages
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Can be inefficient, particularly
with smaller sales forces

Can lead to inflexible and sub-
optimal resource allocation

- 13 -

Digital may be ignored

— But this can be addressed
through appropriate incentives

Possible difficulty of being a true
specialist in both products
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Sales force structure decisions have many implications

Sales Force Design Why does it matter?

= Fit with how customers want to buy
= Effectiveness gains that can be achieved through
— specialization (expertise, skills, bandwidth)
roduct A ProductB & C
Segment 2 SEIES Specialists ) )
Specialists peciall = Role clarity and value-add (e.g., versus role pollution)

= Accountability

Segment 3 L . .
Telesales = Efficiency gains that can be gained through reduced
drive times
Business = Effort control against products, activities, customer
Segment 4 .
Partners types or geographies

= Talent pool (hiring ability)
Product A | Product B | Product C = Alignment of best talent against most important
accounts

= Motivating job and career path
= Flexibility
= Execution capability (vis-a-vis complexity)

= Transition costs
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The most commonly used approaches to sales force sizing &

deployment are limiting & misleading
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Same As Last Year
2007 2008

?
200 50 200

RaR|hry

TeamTeam Team |l Team Team Team

One Two Three One Two Three

Match Your Competitors

Market

Competitor
One

Competitor
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Revenue per Salesperson

/$_
— 1

P004 2005 2006 2007 2008

Squeaky Wheel

D L)
AR

Product Product Product
Team A Team B Team N
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Capturing the relationship between sales force effort and financial
Impact is the key to optimizing sales resources

Account Type
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SESssSss 8

Potential

— 16—

IF we choose to cover this
micro-segment, WHAT is the

profit implication?

@ Workload & Contribution

Average Per Account

Effort .30
Unit Cost $150,000
O.l. Rate 85%
Effort 2
Unit Cost $150,000
Win Rate 35%
Deal Size (M) $1.4
Deal Margin 40%
Effort .10
Unit Cost $150,000
Carryover 15%
3 Yr Contribution $116,822

(14% discount rate)
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The sizing process provides the opportunity to re-engineer our activity
focus and responsibilities
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Best-in-class companies use rigorous analysis of coverage revenue &
profitability to support their decision making

Contribution

Allocation Optimization

Customer Group A
or Geo A

X = Current

: +15M

_______ ® = Optimized
Net: $9M

Customer Group B
orGeo B

10 20 30 40
FTEs

$ Impact

Sizing Optimization

Profit
Contribution

5 10 15 20 25 30 35 40 45 50

Sales Force Size

There is currently little consideration of incremental FTES, sales and contribution in making

optimal resource allocation and sizing decisions
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Sizing and resource allocation decisions should be made to maximize
contribution (rather than sales)
—

With ideal targeting, the best
customers are detailed first.
Therefore, the first details are more
valuable than the later details

»
»

Sales
national)

Cost of Calls Extra reps always drive more
sales, but the extra rep costs can
exceed extra product revenues,
driving down profits

/

— Maximize profits —

(national)

|
|
: Profits
|
I

Maximize sales

Profitability may be determined by looking at different time horizons,
such as a 1-year window, a 3-year window or a 5-year window
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Targeting is also critical for ensuring effort against the most valuable
accounts
—

Considerable sales effort is allocated to low potential accounts

FTE allocation by Channel and Potential Decile

3.0
B A OB e W)
2-5\ i
2.0
Hlustrative
(%]}
15
LL
1.0
0.0 - e
1 2 3 4 5 6 7 8 9 10
Potential Decile
# Accounts l 38 l 335 l 2861 | 15.2 38k l 56k 92k l 118k l 160k l 314k

Channel B D Total
FTEs 8 3 21
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Optimal territory design is critical to ensuring maximum coverage of the
most important accounts (1 of 3)

© 2010 23 Associates

Territory Workload (FTEs)

Heavy = Lost Growth

Acceptable Balance: +/- 20%

Light = Wasted Resource

\ I I I I I I I

5 10 15 20 25 30 35 40

Territories Sorted by Target Account Workload
(per Accouﬁnztl Coverage Plan)
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Optimal territory design is critical to ensuring maximum coverage of the
most important accounts (2 of 3)

Good territory alignments..

Increase sales and productivity by optimally aligning resources with market opportunity
Minimize travel time and costs
Maximize face-to-face selling time

Provide a foundation for the design and administration of fair and motivating
compensation plans

Are central to the development of territory goals

Allow accurate performance measurement based on success vs. underlying territory
opportunity
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Optimal territory design is critical to ensuring maximum coverage of the
most important accounts (2 of 3)
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Hlustrative

= This example illustrates that off-

premise accounts (e.g.
restaurants) perform lower
relative to other types of accounts

Marketing can work with the sales
force to diagnose the source of
this problem

Legend Legend

[[] Restaurants [ Penetration >50%

{:} Supermarkets Penetration btw. 25% and 50%
{} Liquor stores Penetration between 10% and 25%
ﬂ Other B penetration below 10%
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Territory alignment and placement decisions should be closely linked

Maximize the placement of
current personnel

Retain best
Retain experienced personnel performing personnel
* Prioritize more tenured personnel What are my « Prioritize placement of high

performing personnel

placement

objectives and
how should they
be prioritized?

Leverage current expertise
* Maintain product focus
* Prioritize placement on same team
or team with similar products

Minimize disruption
* Maintain reporting relationships

* Maintain similar geography/account
coverage as current alignment

|

Minimize relocations
and heavy travel time

© 2010 ZS Associates - 24 - Module 2 - Sales Force Design 04-10-10 v1.2



Sales Force Design: Suggested Action Items

1. Identify key structure alternatives for your sales organization

Evaluate each alternative based on a set of key criteria including strategic fit, effectiveness,
efficiency, manageability and implementation ease

Assess and document the importance of key advantages and disadvantages

Review key trade-offs with key stakeholders and make structure decision

2. Review and optimize sizing and resource allocation decision

— Assess required workload for different types of accounts
Decide sizing methodology, and implement process for regular sizing decisions

3. Design territories and make account assignments
Design territories based on workload balance, geographic efficiency and minimized

disruption
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Sales Force Design Exercise:
Structure Case Study 1
E—

The Alton Press sales force is currently structured into two teams, Print and Digital. Jill
Rogers, the new CEO of the Alton Press has been highly critical of this structure,
stating that it is inefficient and does not promote coordination and leveraging of the
Alton Press print and digital offerings. She wants to combine the teams and have a
unified sales force promoting print and digital products.

Ricardo Vasquez, the President of Alton Press Digital, however, vehemently disagrees.
He believes that focus will be taken away from digital if a generalist sales force is
created, and that the Alton Press will not be able to compete against digital only
competitors. Jill thinks this is just an excuse however, and that Ricardo simply wants to
maintain power.

You have been given the task to assess the different options and develop a
recommendation to Jill and Ricardo. How would you proceed?
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Sales Force Design Exercise:
Structure Case Study 2

The Bentville Courier has had advertising revenues drop even faster than that of the
average for the newspaper industry. The CEO has hired a new VP of Sales from the
outside, Alex Burnett, to turn-around the situation.

Burnett spent his first four weeks on the job riding with every salesperson, interviewing
sales managers, talking to customers, and reviewing historical sales data. At the end of
this period, he believed he had a good understanding of the key issues.

Meeting with the CEO, he said, “One of our biggest issues is that our sales reps are just
order-takers. They are OK in picking up the phone and reacting to opportunities, but
they have no clue how to proactively go out and generate business. And when it comes
to working with big accounts to develop value-added solutions, forget it. They have no
idea how to interact with large company c-suite executives.”

What types of sales force structure alternatives should Burnett consider to address
this? What types of non-structure options are available to him? How should he assess
these different alternatives?
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For More Information ...

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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