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About The Sales Management Association

The Sales Management Association is a global professional association focused on sales
management’s unique business and career issues. The Sales Management Association
fosters a community of interest among sales force effectiveness thought leaders,
consultants, academics, and sales management practitioners across many industries.

Through training workshops, online resources, and research materials, The Sales
Management Association addresses the management issues of greatest concern to
practicing sales managers. The Sales Management Association’s focus areas include
management leadership, sales force performance coaching, sales planning, sales process
management, enabling technologies, incentive compensation, and sales force support.

Note to Members

This document has been prepared by The Sales Management Association for the exclusive use of its
members. It contains valuable proprietary information belonging to The Sales Management
Association, and each member should not disclose it to third parties. In the event that you are
unwilling to assume this confidentiality obligation, please return this document and all copies in your
possession promptly to The Sales Management Association.

The Sales Management Association has worked to ensure the accuracy of the information it provides
to its members. This report relies upon data obtained from many sources, however, and The Sales
Management Association is not engaged in rendering legal, accounting, or other professional services.
Its reports should not be construed as professional advice on any particular set of facts or
circumstances. Members requiring such services are advised to consult an appropriate professional.
Neither The Sales Management Association nor its programs are responsible for any claims or losses
that may arise from a) any errors or omissions in their reports, whether caused by The Sales
Management Association or its sources, or b) reliance upon any recommendation made by The Sales
Management Association.

Descriptions or viewpoints contained herein regarding organizations profiled in this material do not
necessarily reflect the policies or viewpoints of those organizations.
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Overview

Tracking the right performance metrics is critical to any sales
organization’s success. But getting the right performance results
into the right managers’ hands represents a daunting challenge in
a complex selling environment. A tool of pivotal importance in
this processis the performance dashboard: an efficiently
displayed summary of essential metrics offering a quick
understanding of current performance.

What should go into the dashboard? And who makes sure
dashboard metrics appropriately reflect corporate strategy and
objectives? One tool for bridging the gap between sales and
corporate objectives is the "balanced scorecard,” a widely-used
management system aligning corporate vision with business
activities. Inthis paper and in the accompanying case study, we
review how management can use the balanced scorecard as a
critical design input for sales management dashboard
development.
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The Approach

Corporate vision guides the development of metrics that
represent an organization’s sales objectives, strategies and
tactical goals. At the tactical level, these metrics serve as the
primary vehicle for managing performance. Targets are set for
each metric and performance monitors provide timely feedback
and opportunities to initiate corrective actions

/ Metrics \

Corrective Performance

( Corporate Vision )

( Sales Objectives )

2

Action Targets
( Sales Strategy ) Performance
¥ Management
( Tactical Goals ) Process

¥

Monitoring and

( Metrics Feedback Interpretation
2 N~~~
(Performance Targets)

The first step is to identify the metrics that we want to build our
scorecard around. We begin by creating a framework to organize
and prioritize all the available metrics. This framework consists of
two dimensions: a corporate perspectives dimension and
performance dimension.

The corporate approach takes a 360 degree view of the
organization from five distinct perspectives: customers,
employees, partners, investors and internal processes. This
approach is typically utilized in the "Balanced Scorecard”
approach.”
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Customers
Five Views of the Corporate Organism Internal i

A thorough examination of each Processes
corporate perspective is initiated, and \
appropriate individuals identified to

provide a list of metrics appropriate for

each sector.

Employees

‘/

Five Views of
Corporate Organism

/7 \

Investors Partners

The sales performance dimension consists of four elements:
readiness, productivity, efficiency and effectiveness. We define
these elements in the graphic below and offer examples of
metrics that exist within each element.

One example of this relationship is as follows:

Sales Performance = [#reps*total hours] X [$/deal] X [deals/hour]
X [%wins] = Revenue

Sales . - - .
Performance — HReadiness x Productivity x Efficiency x Effectiveness
Current selling Level of productivity How efficiently sales The effecliveness of
capabilities of the of sales resources as resources are spend- the sales organization
sales organization measured by unit ing their time in closing sales
effart
CD mmon * Turmover * Revenue per rep = Time utilization = Win ! loss
Metri * Training + Margin par rep = Sales cycle tima = Customar satisfaction
etrics + Sales Capacity * Revenue / Expanse * Expanse = Revenus

« Employee Satisfaction « Ayverage deal size
+ Headcount

Once we've completed our fact-finding and categorized our
metrics by corporate perspective and sales performance, we can
create a matrix with these two axes and populate them with the
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appropriate metrics. Now we’re ready to create our scorecard.
The Balanced Scorecard Creation Process

The scorecard is created in three steps: metric selection, design
and implementation. The principles associated with each step are
outlined below.

Metrics selected must meet one or more of the following criteria:

e Support stated objectives, strategies and goals

e Canbedirectlyimpacted by sales management

e Canbe measured in a cost effective and timely fashion

e Reflect one of the four key dimensions of sales performance
(readiness, productivity, efficiency and effectiveness)

e Enable performance benchmarking with industry competitors
and best-in-class companies

Scorecard design principles should accomplish one or more of the
following objectives:

e Reflect senior management priorities

e Balance internal and external metrics

e Include measures of past performance and indicators of
future performance

e Minimize the number of metrics in order to facilitate
management interpretation

Scorecard design principles should accomplish one or more of the
following objectives:

o Reflect senior management priorities

e Balance internal and external metrics

e Include measures of past performance and indicators of
future performance

e Minimize the number of metrics in order to facilitate
management interpretation
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The design process and detailed steps involved are outlined
below.

+ |dentify existing and potential metrics by corporate
( Metric Selection ) performance parspective (inerview procass)

; + Categorize metrics into four dimensions of sales
performance (efficiency, effactivenass, productivity
and readiness) and eliminate unclassifiable matrics

+ Create preliminary scorecard matrix that combines
business parspectives with sales parformance dimensions

* Review scorecard matrix for completeness and add
mefrics based on experience

+ Eliminate metrics that cannot be measured or are too costly
( Dashboard Design J te measure

+ Eliminate metrics that cannot be significantly impacted by
‘ sales managemant

+ Pricritize metrics based on alignment with stated strategy
and goals

+ Selact lop metric per cell in scoracard matrix based on
alternative approachas

* Evaluate alternative scorecards and select mast
appropriate metrics

= Assign metbric accountability

( Implementation J

+ Determine performance targeis

+ Cbtain available benchmark data

+» Determine monitoring, interpretation and feedback procedures
and guidelines

+ Develop corective action review process

Matrix Design

To facilitate scorecard design, create a matrix for the various
metrics uncovered in the fact-finding process. Because each
metric can be understood in terms of sales performance as well as
a business perspective, the matrix combines business
perspectives along the horizontal axis and sales performance
dimensions along the vertical axis. Each metric is then placed
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within its most appropriate classification with respect to these
dimensions. This tool has the following benefits:

e Creates a framework around the metrics selection process
e Balances business perspectives and sales performance views

e Provides a systematic approach

o Facilitates prioritization
o Allows identification of particular areas of emphasis
e Highlights areas with no metric coverage

Example Matrix:

Customers Employees Partners Processes Investors
= Winfloss =% to Plan = Number of deal = Product Revenue
Eff Incentive Pay involving partners gntal ?)ras a percant
iveness tota
ectiven e
= Market Share
¥y + Ease of « Customer face time  + Inventory = Sales cycle time = Expense
EﬁICIEI"ICy daing business {Days en Hand) = Quality of
qualification
R * Deal size * Revenue per head = Indirect revenue * Quota § per rep = Margin
Prod L.ICtI\."It\’J * Revenuel expense {wholesaler) * Prospect attrition
+ Margin 'head rates
* Customer satisfaction - Turnover % » Partner coverage * Pipeline coverage
* Customer + Mumber of = Forecasting accuracy
Readiness reference-ability performance * Resource capacity

appraisals completed
+ Days training per
employee

Criteria for Eliminating Metrics

Eliminate metrics that might be too difficult or costly to measure.

Example:

e The amount of effort exerted on business approvals

Eliminate metrics that cannot be directly impacted by the sales
organization
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Examples:

o Customer’s growth rates

e Customer profitability

e Partner satisfaction

e Number of deals involving per partner
e Share of partner revenue by platform
e Partner’s profit margin

e Partner churn

o Rate of technology transfer

e Number of certified consultants

e Number of certified partners

Rules for Metrics Prioritization

Each cell in the metrics matrix may contain many metrics. These
must be prioritized according to some basic rules:

e Alignment with stated strategy and goals — Use metrics that
align with the strategy of the organization

e Frequency and intensity of emphasis during fact-finding — Use
metrics that are emphasized in more than one corporate
perspective.

e Experience — Use metrics you know from experience are
important.

e Availability of benchmark data — Use metrics for which
benchmarks exist
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Preliminary Scorecard

After the metrics matrix is completed, create a set of display
graphics for the top metrics from each cell. Feedback from
management can help determine if additions or alternative
metrics are required.

Customer
Win Rate Expense Revenue per Head Reference-ability
Bl
]
80
50
40 =
- N
10
a
m a2 a3 a4 01 02 03 04 01 02 03 04 01 02 03 04
Product Revenue Average Sales
as % of Total Cycle Time Indirect Revenue % Sales Turnover
"‘--\_\_\_‘ _..o-" r\“_\\‘
o1 02 03 04 01 02 03 04 01 02 03 04 01 02 03 04

Scorecard Implementation

After agreement is reached on scorecard design, the
implementation process may begin. Effective scorecards require
live data feeds and multiple data sources that may complicate the
data integration process. Here is a list of the steps involved in
implementation.

e Selectfinal scorecard metrics
e Identify data sources

e Assess feasibility

e Assign metric accountability
e Develop an action plan

e Create a timeline
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e Populate initial metrics

o Establish internal and external benchmarks

o Determine targets

e Determine procedures and guidelines for monitoring,
interpretation and feedback

o Develop a corrective action review process

Best practice allows for online scorecards that can be customized
to suit a particular user. For example, an online version of the
matrix tool described above might give the user the option to
select the metrics they were interested in and build their own
scorecard. Additionally, users may want the ability to drill down
to other levels in the organization (i.e. a district manager wants to
see his district’s data).

In conclusion, designing an effective scorecard is a complex
process, requiring detailed research, data integration, online
application development and a comprehensive analysis of a
corporation’s current position and its goals for the future. But the
benefits far outweigh the costs, providing management with a
methodology to track those metrics and the ability to use that
information to guide the organization toward success.

Notes

1. The Balanced Scorecard: Translating Strategy Into Action; Kaplan,
Robert S., Norton, David P., Harvard Business School Press (September
1996).

2. Designing a Metrics Dashboard for the Sales Organization; Mike
Rose, SalesLobby.com (2002).
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