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Territory
Management:

/H ITT‘ The Basics




lerritory
management:

What is it?
What activities
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Territory Management

A systematic structuring of sales organization
assignments for the purpose of optimizing one or
more deployment objectives.
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Key Management Activities

 Clarifying objectives - what to optimize

» Defining organizing principles for sales assignments
 Calibrating measures

* Setting assignments

* Administering changes

m © Copyright 2018 The Sales Management Association. All rights reserved.



Salesperson Assignment Criteria

SALESPERSON ASSIGNMENT CRITERIA

PERCENTAGE OF FIRMS
ceocnsrr |
SPECIFIC ACCOUNTS OR PROSPECTS _
CUSTOMER INDUSTRY _
PRODUCT, APPLICATION, OR OFFERING _
TEAM-BASED (COLLABORATION) -

NO STRUCTURED TERRITORY I

AN APPROACH THAT COMBINES ONE OR MORE OF _
THEABOVE

N=108 FIRMS

% © Copyright 2018 The Sales Management Association. All rights reserved.
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The Benefits of
Optimized

/H m Territories




Territory Management: Benefits

 Substantial performance advantages accrue to
(] L] L] (] L[] L[] V
organizations that optimize territories. DESIGN EFFECTIVENESS o D on SALES TERRITORY

VARIANCE IN AVERAGE FIRM SALES OBJECTIVE ACHIEVEMENT VERSUS OTHER FIRMS

« These firms’ sales objective achievement is
14% higher than other firms.’

O EFFECTIVE O SOMEWHAT EFFECTIVE 8 INEFFECTIVE

20%
 Similarly, organizations ineffective in o =
territory design underperform by a 15% . 1.9%
negative variance in sales objective —-—
achievement. o
-20% -15.4%
N=100 FIRMS

Source: Sales Management Association research Optimizing Sales Territory Design, May 2018. This analysis compares the average rates of sales objective achievement in 100 firms, separating
them into three categories, based on their sales territory design effectiveness. “Effective” firms are those with a sales territory design effectiveness rating of s, 6, or 7 on a seven-point scale,

where 1is not at all effective, 4 is somewhat effective, and 7 is extremely effective. “Ineffective” firms are those with a rating of'1, 2, or 3. Firms rated “somewhat effective” outperform others by
2%.
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https://salesmanagement.org/resource/optimizing-sales-territory-design/

What are the
benefits of
optimized
territories?






Workload
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Capacity
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Calculating Capacity: Example from Cox

Automotive

Determining true
salesperson
capacity by

converting
activities into

time

100

-
(o=
—_
-~
L5,
<N
(5]
N
N

Hours Avalable

Work Hours
Per Rep Per
Month

Chent Focus Time .

Days in the
Month

Auction Focus Time .

Lunch
Vacati .
Administrative

Manheim Cox Automotive. 2017 Sales Force Productivity Conference presentation:
Territory Optimization: A Critical Component to Manheim’s Sales Strategy Evolution



Potential
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Relationship Between Potential and Sales

SALES (SMILLION)

AN

1.4 ZONE OF
. HIGHER
: EFFECTIVENESS

1.0

ZONE OF LOWER
EFFECTIVENESS

0.8
0.6

0.4 ZONE OF
o SATURATION

N

0
1.0 2.0 3.0 4.0

TERRITORY POTENTIAL (SMILLION)

Sales Force Management: An Analytical Approach; 2018 Kissan Joseph, McGraw Hill Education
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Relationship Between Potential and Sales

SALES (SMILLION)
N
1.4 ZONE OF
1.2 HIGHER JOE
' EFFECTIVENESS
1.0
0.8 ZONE OF LOWER
EFFECTIVENESS
0.6 | saLLy
0.4 ZONE OF
0.2 SATURATION
0 »
1.0 2.0 3.0 4.0
TERRITORY POTENTIAL (SMILLION)
TERRITORY SALES EFFECTIVENESS
POTENTIAL (US$ MILLION)
(US$ MILLION)

JOE $3.0 $1.15 38.33%
SALLY $1.0 $0.50 50%
TOTAL $4.0 $1.65 44.17%

SALES (SMILLION)
T ZONE OF
L4 HIGHER
1.2 EFFECTIVENESS
1.0 JOE/SALLY
0.8 ZONE OF LOWER
EFFECTIVENESS
0.6
0.4 ZONE OF
0.2 SATURATION
0 >
1.0 2.0 3.0 4.0
TERRITORY POTENTIAL (SMILLION)
TERRITORY SALES EFFECTIVENESS ~ GAIN/LOSS
POTENTIAL (US$ MILLION)
(US$ MILLION)
JOE $2.0 $1.00 50% -$0.15
SALLY $2.0 $1.00 50% $0.50
TOTAL $4.0 $1.65 50% $0.35

Sales Force Management: An Analytical Approach; 2018 Kissan Joseph, McGraw Hill Education

© Copyright 2018 The Sales Management Association. All rights reserved.
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Where does TM
fit in the
context of
broad SPM
activities’?

S I o




Establishing
Territory

Management
/H ITT‘ Objectives




What’s Important?

SALES TERRITORY DESIGN OBJECTIVES' RATED IMPORTANCE

PERCENTAGE OF FIRMS

COVERING EXISTING CUSTOMERS WITH
AN ASSIGNED SALESPERSON

COVERING POTENTIAL CUSTOMERS WITH
AN ASSIGNED SALESPERSON

BALANCING SALESPERSON WORKLOAD IN
EACH SALES TERRITORY

DESIGNING TRAVEL EFFICIENT
TERRITORIES

ACCOMMODATING A CUSTOMER'S OR
PROSPECT'S PREFERENCE TO BE
ASSIGNED A SPECIFIC SALESPERSON

RESPONDING TO SPECIFIC
SALESPEOPLE'S PREFERENCES

1 2 3 4

NOT AT ALL SOMEWHAT
IMPORTANT IMPORTANT
IMPORTANCE RATING

N=100 FIRMS

© Copyright 2018 The Sales Management Association. All rights reserved.

6 7

EXTREMELY
IMPORTANT

6.0

56

53

44

4.0

37
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Where are firms effective?

IMPORTANCE AND EFFECTIVENESS OF TERRITORY DESIGN OBJECTIVES
AVERAGE RATING FOR IMPORTANCE OR EFFECTIVENESS

1 IMPORTANCE M EFFECTIVENESS

COVERING EXISTING CUSTOMERS WITH
AN ASSIGNED SALESPERSON

53

6.0

COVERING POTENTIAL CUSTOMERS WITH
AN ASSIGNED SALESPERSON

|

47

BALANCING SALESPERSON WORKLOAD IN 40
EACH SALES TERRITORY

DESIGNING TRAVEL EFFICIENT 39
TERRITORIES
ACCOMMODATING A CUSTOMER'S OR

PROSPECT'S PREFERENCE TO BE
ASSIGNED A SPECIFIC SALESPERSON

RESPONDING TO SPECIFIC
SALESPEOPLE'S PREFERENCES

|

37

|

2 3 Bl

NOT AT ALL SOMEWHAT
IMPORTANT IMPORTANT

RATING

N=100 FIRMS
% © Copyright 2018 The Sales Management Association. All rights reserved.

—

5.6

53

4.4

4.0

37

6 7

EXTREMELY
IMPORTANT
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Improvement Priority: Balancing Workload

TERRITORY DESIGN QUTCOMES' IMPORTANCE AND EFFECTIVENESS RATINGS

5.5
EFFECTIVENESS
Y=43
ACCOMMODATING A &
CUSTOMER'S OR PROSPECT'S
PREFERENCE TO BE ASSIGNED
A SPECIFIC SALESPERSON
[
RESPONDING TO
SPECIFIC
SALESPEOPLE'S
PREFERENCES
24
29
N=88 FIRMS

-
DESIGNING
TRAVEL
EFFICIENT
TERRITORIES

@ COVERING
EXISTING
CUSTOMERS WITH
AN ASSIGNED
SALESPERSON

@ COVERING POTENTIAL
CUSTOMERS WITH AN
ASSIGNED SALESPERSON

® BALNCING
SALESPERSON
WORKLOAD IN EACH
SALES TERRITORY

IMPORTANCE
6.7

© Copyright 2018 The Sales Management Association. All rights reserved.
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How do firms
manage multiple

territory
management
objectives?
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Balancing “Work”

WORK BY TERRITORY
RELATIVE VALUE
300%
250%
200%
150%
100% -
50%
0%
— CURRENT — OPTIMIZED — FINAL
TERRITORIES
@O LorrAlIgn S Termioriesfor Masimon Sals Foree Productivie, October aors.

% © Copyright 2018 The Sales Management Association. All rights reserved.
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Balancing “Work”

WORK BY TERRITORY
% OF AVERAGE

160
140
120
100
80
60
40 -
20 -
0 4

E UNDEREMPLOYMENT @ MISSED CALLS O PRODUCTIVE WORK  — WORK REQUIRED

T Al : . Adapted from TerrAlign’s presentation for the Sales Management Association Managing
©s €I'I' ngl’l Sales Territories for Maximum Sales Force Productivity, October 2012.

Sales Resource Optimizatiol

m © Copyright 2018 The Sales Management Association. All rights reserved.
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Balancing “Work"

OPPORTUNITY BY TERRITORY

OPPORTUNITY

4.000 CJREP CAPACITY B LOST OPPORTUNITY

3,500
3,000
2,500
2,000
1,500
1,000

500

A B C D E F G H I J K L M N O

TERRITORIES
T Al Adapted from TerrAlign’s presentation for the Sales Management Association Managing
beﬂegugomm ].gn Sales Territories for Maximum Sales Force Productivity, October 2012.

m © Copyright 2018 The Sales Management Association. All rights reserved. 28



Balancing “Work”

OPPORTUNITY BY TERRITORY
OPPORTUNITY
CIREP CAPACITY @ LOST OPPORTUNITY

4,000
3,500
3,000
2,500
2000 4 = o e e e - - - AVERAGE OPPORTUNITY
1,500 e H H -—-—&—J U V— AVERAGE CAPACITY
Looo - 4 g b o . . . ) . . 4

soo - 4 . . . o ’ ' ! . o "

0

A B C D E F G H | J K L M N O
TERRITORIES

T Al : . Adapted from TerrAlign’s presentation for the Sales Management Association Managing
A €I'I' ].gn Sales Territories for Maximum Sales Force Productivity, October 2012.

Sales Resource Optimization

% © Copyright 2018 The Sales Management Association. All rights reserved. 29



Balancing “Work”

OPPORTUNITY BY TERRITORY

OPPORTUNITY

O REP CAPACITY B LOST OPPORTUNITY
4,000

3,500
3,000
2,500

z.wo W W R R W TR TR TR SRR SRR R SRR SRR R SR SRR e e e e e e e Avtmstom“ﬂ"v

1,500 AVERAGE CAPACITY

1.000 l

500 }

o ) )

A 8 C D E F G H | J K L M N 0
TERRITORIES

T Al : . Adapted from TerrAlign’s presentation for the Sales Management Association Managing
61'1' r‘grl Sales Territories for Maximum Sales Force Productivity, October 2012.

Sales Resource Optimizatiol

% © Copyright 2018 The Sales Management Association. All rights reserved. 30



Spreadsheet Tool

Download it from
salesmanagement.or

4080 Rep Capacity and Missed Opportunity
3500 g
3000
%00
H
W Vissed Opportunity®
£ 2000
3 — navid el Aep Capacity
A w— vy Capachy
1500
== = Avg Opportusity
1000
Total rep capacity:
- =
0 .. - v N - . v S N v . Total missed oppartunity
O vt ON EM MM G SP MR NNG HOD U 8 KD X M

6,766

Sales Terrictories

m © Copyright 2018 The Sales Management Association. All rights reserved.
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Normal Performance Curve

SALES ($)

N

1.4
1.2 °

®
1.0 ) ®
0.8
0.6

0.4 e
0.2 o o

0

W

1.0 2.0 3.0

TERRITORY POTENTIAL

Sales Force Management: An Analytical Approach; 2018 Kissan Joseph, McGraw Hill Education

m © Copyright 2018 The Sales Management Association. All rights reserved.

4.0

SALES ($)
~ NORMALIZED
1.4 PERFORMANCE
MARK CURVE
1.2 @
1.0
0.8
0.6
0.4
0.2
0 E
1.0 2.0 3.0 4.0
TERRITORY POTENTIAL
32



Efficient Frontier

SALES ($) SALES ($)
2 NORMALIZED N Erncnsm
1.4 PERFORMANCE 14 RONTIER
' CURVE :
1.2 1.2
1.0 1.0
0.8 0.8
0.6 0.6
0.4 0.4
0.2 0.2 o ©
0 > 0 .
1.0 2.0 3.0 4.0 1.0 2.0 3.0 4.0
TERRITORY POTENTIAL TERRITORY POTENTIAL

Sales Force Management: An Analytical Approach; 2018 Kissan Joseph, McGraw Hill Education

m © Copyright 2018 The Sales Management Association. All rights reserved.
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Key Challenges

-



Few firms are effective at territory design, ...

ORGANIZATIONS' EFFECTIVENESS IN SALES
TERRITORY DESIGN

PERCENTAGE DISTRIBUTION OF FIRMS

Not
EFFECTIVE EFFECTIVE
31% 36%
SOMEWHAT
EFFECTIVE
33%
N=100 FIRMS

% © Copyright 2018 The Sales Management Association. All rights reserved. 35



... and few salespeople find territories
equitable.

ORGANIZATIONS' EFFECTIVENESS IN SALES SALESPEOPLE CONSIDER SALES TERRITORIES
TERRITORY DESIGN EQUITABLY DISTRIBUTED

PERCENTAGE DISTRIBUTION OF FIRMS PERCENTAGE DISTRIBUTION OF FIRMS

DISAGREE
NoTt 23%
EFFEETIVE EFFECTIVE
31% 36%
NEITHER AGREE
SOMEWHAT NOR DISAGREE
EFFECTIVE 35%
33%
N=100 FIRMS N=100 FIRMS

% © Copyright 2018 The Sales Management Association. All rights reserved. 36



Overcoming
flawed or
incomplete
data



Measuring
workload,
capacity,
activity, and
potential: where
to start?
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Other
challenges?






Leveraging tech: few firms are effective

EFFECTIVENESS IN LEVERAGING TECHNOLOGY IN
TERRITORY DESIGN

PERCENTAGE DISTRIBUTION OF FIRMS

EFFECTIVE
25%
INEFFECTIVE
43%
SOMEWHAT
EFFECTIVE
32%
N=105 FIRMS

m © Copyright 2018 The Sales Management Association. All rights reserved.
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Effective tech usage, effective territories

EFFECTIVENESS IN LEVERAGING TECHNOLOGY FOR SALES TERRITORY DESIGN, AND
OVERALL TERRITORY DESIGN EFFECTIVENESS

OVERALL SALES TERRITORY DESIGN EFFECTIVENESS

EFFECTIVENESS IN LEVERAGING TECHNOLOGY IN
SALES TERRITORY DESIGN

O EFFECTIVE 0O SOMEWHAT EFFECTIVE ™ INEFFECTIVE
7- EXTREMELY EFFECTIVE

6
5.3
9 4.3
4- SOMEWHAT EFFECTIVE
3
2
1- NOT AT ALL EFFECTIVE
N=105 FIRMS

m © Copyright 2018 The Sales Management Association. All rights reserved.
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How can

technology
support territory
design?
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Health
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