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Driving Sales Growth

Through Sales Effectiveness and Compensation
By John M. Bremen and Jon Randall with Paula DelLisle

NDER THE DYNAMIC market conditions that com-
U panies in Greater China enjoy today, organizations

face turbulent economies, tighter labor markets,
expanding performance expectations, ongoing cost man-
agement requirements and globalization. Managing and
compensating a company’s sales force to ensure superior
company performance and sales growth are key to a firm’'s
ability to thrive amid an ever-changing marketplace.

Companies leave money on the table by not
organizing, deploying and rewarding sales forces
effectively. Maximizing Sales Growth and Perfor-
mance, Watson Wyatt's 2007/2008 Report on
Sales Effectiveness and Compensation, demon-
strates that by defining roles clearly, allocating
time appropriately and guiding salespeople to
the right customers or prospects, companies
can derive substantial incremental sales with
minimal investment in headcount or other
fixed-cost elements.

This year's study focuses specifically on two
prevalent sales roles: New Business Develop-
ers (NBDs) and Account Managers (AMs).

Both are critical to enhancing sales performance
and growth, but each role respectively should
be designed, deployed and motivated to
spend time on activities very differently.

Key Findings

m For a NBD, simply shifting two
hours per week to productive activities
equates to millions in incremental sales for
a company with 1,800 NBDs, and poten-
tially billions of dollars more for the world'’s
largest companies.
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New Business Developers - Focus on high-value activities $illSFRA R EENEZED

Top-performing NBDs spend more time on key value-added activities than do other NBDs
RUEFNFTULSFREARLHAIULSTFRARSRARSNE T EERES ZFED

Less Time BBV e

Closing TRX 5

Prospecting F & &

Total
Non-Selling Time

B ERTE
-28%

Customer entertainment SE2FREEZ) +62%

Proposal development 5 #R %

Administration (sales and non-sales)

EE (HERFHE)

P More Time KZHTE

Total Selling
Time

BEHERTE
+15%

+23%

m Companies can derive even greater value from their sales forces
by carefully allocating activities between NBDs and AMs.

m For NBDs, sales is a “contact sport” that rewards high touch and
persistence. Top-performing NBDs communicate with clients
and prospects in person (lower-performers rely on the phone),
and are more likely to cultivate a prospect throughout an ex-
tended period of time.

m Pushing non-selling administrative activities downstream from
NBDs to AMs to an administrative sales support role can in-
crease productivity.

m Top-performing salespeople report annual incomes that are 20
percent to 25 percent higher. Sales-related variable pay repre-
sents approximately 75 percent to 90 percent of this difference.

m Optimal productivity for sales roles vary considerably based on
the company'’s level of growth.

— During periods of high growth: NBDs should focus on pros-
pecting, qualifying leads, entertaining customers and closing
deals. AMs should conduct business planning with custom-
ers, focus on needs identification and solution development,
handle sales administration and concentrate on professional
development.

— During other periods of growth: NBDs should focus on identi-
fying opportunities to expand existing client relationships, con-
ducting needs identification and solution development, as well
as continue to entertain customers and close deals. At this
level of growth, AMs become more prominent in the business
development process, prospect more among existing clients,
qualify leads, develop proposals, as well as help to close deals.
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Effective management requires determining
the key activities and behaviours that drive sales

B New business developers spend about three quarters and ac- B EEEEHLSZSTEANRARADER —F AR RELEEET
count managers spend less than half of their time on high-value fEo (METE)
activities. Tremendous opportunities exist for companies to m DEFEILVHE ERERE  ER SR %M EIRK
improve sales effectiveness by effectively managing how both ZZ B
of these sales roles spend time on activities. m RIFELB A SERE R IT I
—ESERKHR  NEEMFEU LN RLLEE R
High Performing New Business Developers: e
B Spend approximately 200 hours more per year on selling —ERKBENR - ISR ETFEED  LEHBRRHNE
activities than other NBDs. EEMEENEEREEFEH Lo
B Spend 63 percent more time with qualified leads than other B LS BRRNEEZERO2NNN R SEFRIFES)
NBDs. B ERTREMLSFEAR RN EHEF AR
m Communicate with prospects and customers in person, and 45% » T G AR S I SR AT RE 1 AN 31
cultivate prospects for extended periods. m 3RENA3% L LR SRR RSN - X (E R AR (AL 557
m Spend about half as much time on administrative activities RARWEFHNERZEXEFI0%
compared with other NBDs. (See chart p.7)
m Spend 35 percent less time writing proposals and 61 percent FMREHERSEBRMIFE?
more time closing deals. B LHEHEEFKESREIL0MEETHREFNERMNRSY
B Adapt their activities based on their company’s business cycle: R
— During periods of high-growth, they spend more than twice B HEHEREFEBEOEFRNUHNREETRESR MBiEl
the time with qualified leads. FXEAR BIMEARRE) —TRR

— During periods of lower-growth, they shift
their focus and quadruple the amount of time
spent on customer renewals compared with
lower-performing counterparts.

B Spend 62 percent more time entertaining
customers than lower-performers.

m Are 45 percent more likely to be measured
on total sales from new accounts and almost
three times more likely to be measured on
revenue from new products or services than
other NBDs.

m Earn 43 percent more sales-related variable
pay, which accounts for almost 90 percent of
the total pay differential for NBDs.

High-Performing Account Managers:

m Spend 35 percent more time identifying
customer needs and developing solutions
than other AMs.

m Spend 11 percent less time on product
demonstrations than other AMs, and prefer
to have sales support roles (e.g. technical
representatives) perform demonstrations.

m Spend 16 percent more time on sales admin-
istration during high-growth cycles, and 30
percent less time on administrative activities
when a company is in a period of lower-growth.

m Spend 24 percent less time entertaining
customers than other AMs, deferring these
activities to NBDs.

m At high-growth firms: , >
— Spend 11 percent less time developing - l Y
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proposals than other AMs (versus 57% more time on proposal at B EBERKMBRILEECEFELE SRR 160NN RHTHE

lower-growth companies). B MERREN R DR S0%MAEFHTERE T/
— Are motivated by metrics reflecting business development B LHEERFEEIRFE4A%NNESEFES) MEKixL
objectives, and are more likely to be measured on metrics, BEHRATHULESTFER
such as number of units B ESERKNAR:
sold, revenue from new —htEEREFLE DHER11%K R
products and services BIFARRZERKBEN DTN Z
and growth margins. Salespeople make the most BT IE) o
m Earn 60 percent more vari- . —E BN ETFRBIRAEE - H
able pay than other. direct and measurable BENERBH . PlBLHER
It is important to keep . . ’ E-HrRMRSHUE R R
in mind, however, that contrlbUtlon toa company's KFE -
very few of these factors . . B EEETAZREIG0%MEDN
are absolute. For exam- flnanCIaI performance B o
ple, too little travel or not A BDITUEENR  BFRKLE
enough product demon- WAHTESPH R TR
strations for an AM may be worse than additional focus on W RMETEE - Bt AT BN RENBLHIRAES
these activities. As such, it is important to recognize there SRR - ML BT

is an optimal and desired range of time rather than an

absolute number. ﬂﬁiig ’ 1EEEF'EE’J1FE*§E
RNEEPFULSFEARSEECAETERFINNBRE

Technology is Valuable, B mMAERAEREITENNERARER - BN
Communication is Essential WA RERINBER BT HESRMANRHA - KSHRAN
Top performers are slightly more likely than other NBDs to have LFHA(EE2%)EFEBRSXNHES  MAEMLFITRA
cell phones and receive a car allowance; but less likely to have RSB E AR iE @ (531%) ©

laptops and a company car. We also find that a salesperson’s RIEFHAIBREHITHERS  UEEERHEERR
preferred style of communication drives sales. Most top performers ZB ERBMBARBENHEETEP IR R ENETL -
(52 percent) prefer to communicate in person; other NBDs prefer HEMLSTRARNIZEATRENESIEEE - Bt &
to speak on the phone (31 percent). MLFHIAF LR B KA FRIRERR -

About the study - Survey objectives and key findings

Objectives Key Findings

M The activities that drive effective-
ness and productivity are different
for each role.

To provide an understanding of how
to manage a company'’s sales force to
ensure superior company perfor-

mance and sales growth: ' M Different activities should be

B What are the characteristics of ’ Maximizing focused on during periods of high
top-performing NBDs and AMs? Sales Growth growth.

B How can companies drive sales and Performance B Companies can derive even
productivity for these positions? N e greater value from their sales

forces by carefully allocating

B Does a company'’s level of growth -€S
activities between NBDs and AMs.

impact the activities that these
positions should focus on? B Optimizing the balance between
activities can drive significant in-
cremental sales without increasing
costs proportionally.

B What is the performance and value
impact as a result of reallocation of
activities and focus? |\
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FHEHERWATTHUWSEN

Top performers prefer in-person sales to facilitate relationship
building when a sales cycle may take months, or even years, before
a sale is realized with a prospect. Other NBDs are more likely to
throw a lead on the cold list quickly. As a result, top performers de-
velop deeper relationships which generate value for multiple years.

Too many salespeople spend time demonstrating products, talking
on the phone and writing proposals. The most successful NBDs
spend time in person, developing relationships and closing sales.

Rewards Drive Decisions of Top Performers

Top performers are more likely to have their quota set, in part, on
metrics such as total revenue or sales from new accounts, new
products or services. Other NBDs are slightly more likely to have

a metric, such as number of new accounts sold. The first set of
metrics encourages deeper customer relationships, while the latter
encourages quicker, smaller wins.

Paying Sales Professionals
Incentive compensation is a powerful tool for creating aligning a
sales professional’s incentives and the Company’s interest.

In our data, we estimate the average total cash during the
past two years for sales forces was higher for both top-per-
forming NBDs (24 percent) and AMs (23 percent) than for
other salespeople in the same, respective roles. Sales-related
variable pay was the primary driver of these differences. Top-
performing NBD's received 46 percent more sales related
variable pay than other NBDs. Top-performing AMs received
60 percent more variable pay than other AMs (smaller per-
centage of AMs total cash than NBDs).

Differences Emerge at High-growth Companies
For high-growth companies, AMs emphasis is on serving cus-
tomers; more time is spent on needs identification and solution
development, as well as, sales administration. Top performers at
high-growth companies are more likely to rely on others to conduct
demos, develop proposals and close sales.

At other-growth companies, AMs appear to be the primary driver
of sales — spending time on all activities from prospecting to clos-
ing. Of particular importance is that top-performing AMs spend 94
percent more time closing than other AMs at these companies.

Company Characteristics Impact Success

Most AMs are spending less than half their time on value-in-
creasing activities in contrast to NBDs who typically spend more
than 75 percent of their time on value-increasing activities. At
high-growth companies, AMs contribute the most value in the
normal sales cycle by spending time on business planning, needs
identification and solution development prior to the sale; then on
sales administration thereafter. At other companies, AMs contrib-
ute the greatest value when time is spent on needs identification
and solution development, and actively managing the proposal
development process.

spring 2008

Case study: Accountability and sales
productivity through sales incentives

A leading publishing and graphics software company with
annual revenues of USD 1.2 billion wanted to create sales
incentive plans that supported the company’s new strategy
while fostering greater accountability to individual sellers.
According to the Global Head of Sales, most salespeople
were currently paid on a combination of country sales goals
and Management by Objectives (MBOs). Historically, what
they could measure had been driven by systems con-
straints, but recent changes in technology had overcome
this obstacle. Salespeople were well paid relative to the
market, and turnover had been around 5% over the prior
three years — compared to industry norms of 15-20%.
However, sales leadership felt that the turnover was too
low and the productivity of many sellers was well below the
competition. They wanted to emphasize individual account-
ability in the program to help address this issue. They also
had sales plans that were applied globally without account-
ing for regional differences in sales roles.

Actions Taken by Watson Wyatt Sales

Effectiveness team:

B Articulated new sales strategy to identify key customer
segments and product lines where the sales organization
could have the greatest impact

B Developed a new rewards strategy that placed greater
emphasis on individual accountability and risk for reward

B Designed pay plans to support the new strategy and were
tailored to account for regional differences in job roles

B Developed a phased technology strategy to build up the
support infrastructure needed to implement the new plans
After the plans were implemented as recommended, the

morale of sales force greatly improved and individual sales

productivity increased by over 10% in the first few months.
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Performance Measurements Impact Time Allocation
Top performers are generally held responsible for generating sales
from their customer portfolio, measured by number of units or dollars of
revenue, while maintaining or growing margins. Additionally, the AM is
focused on introducing new products or services to their existing cus-
tomers as the company seeks to expand share of wallet with customers.
Total revenue is the most frequently used performance metric for
AMs. However, the prevalence of total revenue as a metric is lower for
top performers regardless of the company’s growth. At high-growth
firms, AMs are much more likely to also have profitability improvement
metrics — with top-performing AMs being 37 percent more likely than
other AMs to have margin growth as an additional performance metric.

Conclusion
Salespeople represent a unique population of the workforce, as they
make the most direct, and measurable, contribution to a company’s
financial performance on a daily basis. Effective management requires
determining the key activities and behaviors that drive sales, and
then creating incentives to align with and to promote these activities.
Further, reducing low-value activities free-up time for salespeople to
focus on higher value activities. To some extent, these actions will be
firm specific. However, there are overarching recommendations for
managing sales forces based on the role and the type of company.
Implementing these recommendations at your company can help
create higher-performing, competitively-paid sales forces that deliver
increased sales growth and profitability.

In summary, Watson Wyatt's sales effectiveness study suggests
a framework for organizing the sales forces for maximum efficiency
for high-growth and lower-growth companies. This framework priori-
tizes the highest, valued-added activities for each role, and suggests
which sales role should generally take the lead in executing the
related activities and where shared responsibility for certain tasks,
may be appropriate. The framework also creates a business case
for change by quantifying the potential financial return associated
with more effective allocation of activities among sales roles. W

— To download a copy of Watson Wyatt's 2008 report on Sales Effectiveness and
Compensation, go to: http://www.watsonwyatt.com/research/resrender.asp

John M. Bremen,
Global Practice
Director, Sales
Effectiveness &
Compensation

john.bremen@watsonwyatt.com jon.randall@watsonwyatt.com

Watson Wyatt Perspective

BZHLFA RERAERR M ERABRIEH TR
ERE - ZEIHMLSTFRANRFERNE KRKEIEXEA
FIERHERIR-

BRI RENS1 % & Tt SERFaRE
RMLFHARREMNR M BT FINHFES  F-mAMHRS
MEWEHHEE LS - HEH L FTFRAANRRE—BIR
BIANE MR A2 5 KV F B R E o BT — MO A B AR AR R
BHEFXRE  ME MU RERE /N AE S - R
FNFMEBBEREMEET LA RANEE L FERA QT
Bl ES - NERATRVBIE AT AR LS ERF LS A REHF
HEHME  RWEFHFNUL ST RAR(524%)MEFE£E
(523%)  EFMFIEBHSTHEMERFLEAR - HE
HEXRFHFWMRERLERNEERE - HRTHEMLSIT
R RIERHENL ST R RS IRIG46% M HERRLFH
AR THRHERFELE  RULRNEFZLEZIRE60%HIE
HEHM (F - EERENFHIN BN TILSTRR)

SERKHARERSHE
LFIEHESR
NFBERKNATN S BrEEEETRSES KBS
NARAT TRERANFEMRASE URHTHEER
BERKNATT RARBHABRERMALTRS B
BIREAER RS B o

ERKBEHATT BFEBEUMTRAEENHET
> B RRAAEF XS FAR R BB TR o

i&Hif

WHARRDAEREZINFH—FA BRI TERN
STZERN HEEEFRARNEEMSHRY AL BXE
EHINHEERR  XBTENTHARN REITERHE
SMAETNIMNEXRETIE - B EE - thoh - B MMEREH
THEEBELZSAREESRENEE BMMERN TIE - g7
BEMS BRAXETESEARTRANTRHMEMRES

AT REATNACMAEKRERHEERENRRENE
o ENFISNME LRI BB M ALPRARTES
FHLFA R  RBHEELSRKMRREAWER W

Jon Randall, : Paula Delisle,
Regional Leader,
Human Capital
Group ASEAN &
Sales Effectiveness
& Compensation,
Asia-Pacific

Vice President,
International
Client Services,
Asia-Pacific

paula.delisle@watsonwyatt.com

watsonwyatt.com



