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Characteristics of the Successful Business Value Selling Organization

Executive Summary

This Briefing Paper has been prepared following years of success working with senior sales
executives, across diverse industries, in the transformation of complex, business-to-business
selling organizations to 0SWPoAkceassighmehts hBve prodaoceds
outstanding business results and client ROl 6 s i n excess of 600% wi't

Despite millions having been spent in a myriad of sales effectiveness initiatives, in-depth studies
by independent research firms show that sales effectiveness, overall, is not improving! Simply
stated, many, if not most, sales effectiveness initiatives are not having the impact hoped for
because, in a global economy loaded with commaoditized products, tight capital markets, increased
corporate governance, and executives who have to seek board approval for any large expenditure,
these initiatives fail to address the proble
overriding question -iiwitlHe yeoxwe c wtiléeapefeog tére gampetitied
as well as grow revenue, profits, market share and customer satisfaction; will they significantly
i mpact my business results and by how much?09

The sales approach that addresses these market-driven requirements, while preserving the
investments companies have already made in other sales effectiveness initiatives, is what ProAct
calls Business Value Selling.Benef its of O6Business Value Sel
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V Selling the quantifiable impact that holistic solutions will have onthecust o mer 6 s bot t om

V Value propositions that resonate because
needs

V Larger deals resulting from the ability to position and cost justify more comprehensive,
higher-margin offerings, including services

V Lower discounts by moving the sales conversation to the value-added and away from just
price

V Proposals funded and appdreocviesd ;onfoewer | oss
V Higher win rates and better quota attainment

V Business conversations that differentiate a seller from its competitors, resulting in more
executive engagement

V Stronger relationships with customer exec

<

Accurate forecasting
V Quality account plans that drive more effective use of sales team and resources

In this briefing paper, you will find, in depth:

1. the rationale for transforming to 6Busine
2. the definition of 6éBusiness Value Selling
3. the key characteristics of a 6Successful
4. ideas for measuring progress during the transformation process
5. alisting of the sales behaviors of the successful Business Value salesperson
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Characteristics of the Successful Business Value Selling Organization

Introduction

This Briefing Paper has been prepared following discussions with many senior sales managers

wh o have requested hel p i n t h e Busimessn\salueo Seflirgt i o n t
Organizationbo. The question that mo s t often ari se
organi zation behave and how can | measure progress

ProAct Business Development consultants have worked with many clients to help with this
transformation both in terms of discrete consulting assignments, as well as in training and
developing sales teams. The observations provided below are based on assignments carried out
in over 20 countries, mostly within high technology, complex, business-to-business selling
environments. These assignments have produced outstanding results for clients, achieving Level 4
and 5 metrics (as defined by the Phillips/ Kirkpatrick Learning Evaluation Models)', and client
ROI 6s i n 6@0% evithim the fiost year.

This br
definit
Val ue Sel | iiogénd @fergidead fararkeasuring progress during the transformation
process. A listing of the sales behaviors of the successful business value salesperson is included.

i ing paper describes the rationale
[

Why transition to Business Value Selling?

Over the last two decades, driven in large part by economic forces like globalization, deregulation
and commoditization, many companies began adopting a more consultative or solution selling
approach to differentiate themselves from competitors. In addition, many sales organizations
launched discrete initiatives like CRM, new lead-generation/qualification programs, automated
account planning, Sales Knowledge Management (SKM), and others, to enhance their sales
effectiveness. However, in-depth studies by independent research firms show that sales
effectiveness, overall, is not improving; for instance: only 61% of sales teams achieve quota, 41%
of proposals (as high as 5b55dedinsildo.,aravdroasg
37%, average deal size is shrinking, almost 50% of companies need to improve their effectiveness
introducing new products, and the inability of sales organizations to cross-sell or up-sell is getting
worse?. Simply stated, many sales effectiveness initiatives are not having the impact hoped for and
fi t r a d icansulbativae/$olation selling no longer suffices.

Other facts underscore the need for a new sales approach. First, the true value-add of many
products and services is being questioned. Surveys by InformationWeek show that over 80% of
companies today are requiring a compelling business case and a quantifiable ROl be
demonstrated before buying into new offerings 1 that is way up from just 45% of firms back in
1997. Secondly, tight capital markets, coupled with increased corporate governance, are requiring
top executives, more than ever, to have to seek board approval for any large expenditure.
Executives, who in their roles are tasked and compensated to leap-frog the competition and grow
revenue, profits, market share and customer satisfaction, really only care about one thing from a

for tor

ef
on of 6éBusiness Value Sellingb, describes

e toe lcl

vendor/partner i A wi | | your offerings help me accomplish t

~

i mpact my business results?o

! Phillips/ Kirkpatrick Learning Evaluation Model Metrics: Level 1 - Participant Reaction; Level 2 - Test Results; Level 3 -
Behavior Change; Level 4 - Business Results; Level 5 - Return on Investment.

2 cso Insights: Sales Performance Optimization Survey Results and Analysis for the years 2006, 2007, and 2008 (each
annual report has 200" pages summarizing the sales effectiveness metrics from more than 1,000 sales organizations).

. .
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Characteristics of the Successful Business Value Selling Organization

There

are a myriad of other reasons why many business-to-business enterprises need to

transform their sales approach, dependent on specific organizational and market dynamics, some
of which are customer driven while others are competitor driven. Typical drivers include:

The sa

Cust omer demand f-sotropc osrpd ped es oilontei on s

Higher impact of particular/comprehensive solutions on customer core business
competitiveness

Falling margins for particular discrete elements, for example, hardware, software, break-fix
maintenance

Move toward selling more services and the need to prove the cost differentials for in-house
VS. out-sourcing

Increased competition - continuous need to differentiate from competitors

Movement of decision making from the Technical to the Business / Finance function of a
company, specially as executives must obtain funding approvals from the Finance
Committee for new, strategic projects

Companies asking the seller to quantify the positive impact that their solutions will have on

the customerdés bottom |ine, a requirement now
Customer desire to move CapEx to OpEx where possible

50% of companies recognizing they need improvement developing value propositions that

tie directly into thefr customerds business i

11% higher win rates, and 13% better quota attainment, enjoyed by salespeople holding

fitrust erdd ardevliastoi onshi ps? with their customers

les approach that addresses the above market-driven requirements, while preserving the

investments companies have already made in other sales effectiveness initiatives, is what ProAct
calls Business Value Selling.

Definition of Business Value Selling

Business Value Selling differs from traditional
taken (when and how); second, the audience that is engaged; third, the components making up
the proposed solution; fourth, it requires a keen understanding of how the proposed solution
addresses t he customer 6s strategic and tactical
articulating for the customer the positive impact that the offer will have on their business results.
Effective Business Value Selling exhibits the following key characteristics:

1. Engaging earlier in the sales process

2. Selling at different and higher levels

3. Business-oriented conversations

4. Bundling components to provide a business solution

5. Underst anding the value and financi al i mpact of

6. Team selling

7. Business planning

8. Partnering

9. Commission plans that reward business value selling successes

10. Sales and financial tools to empower a different approach and conversation, including

guantifying the ROI on the offer

11. Enabling infrastructure

12. Consistent manager-coaching and reinforcement of desired selling behaviors
© ProAct Business Development 2008 version 3.0 www.proactbd.com page 5 of 20 PrOACt.;;"

Business Development™ ~-*

S

t

C

<

0



Characteristics of the Successful Business Value Selling Organization

Benefits of Business Value Selling include:

V Selling on the quantifiable impact that holistic solutions  wi | | have on the cus
line; i.e., what customers desire

V Value propositions that resonate with the customer because they tie directly to the
customerodé6s strategic business needs

V Bigger deals resulting from the ability to position and cost justify more comprehensive,
higher-margin offerings, including services
V Lower discounts by moving the sales conversation to the value-added and away from just
price
V Proposals funded and apapdreoccviesd;onfoewer | osses to
V Higher win rates and better quota attainment

V Business conversations that differentiate a seller from its competitors resulting in more
executive engagement

V Stronger relationships with customer executi ves
V Accurate forecasting
V Quality account plans that drive more effective use of sales team and resources

The Key Characteristics of Business Value Selling

1. Earlier Engagement e
Business Value Selling organizations typically i .

. . . rustration .
engage much earlier in the customer buying ) - Oblivious
process i what ProAct calls the Purchase ~ Business Improvemen. g Fushy P
Decision Cycle (shown on the right). They will Honeymoon Servicing Strategic \

. . . Selling e A
start at the O6Business Chaitg )1 Pugngds change
(BCl 6s) stage and, to a @ersieng _ _ i - S

. . Tactical Solution .
customer conversations will revolve around selling | Selling ./ -opportunity
the business challenges that the customer Evaiuatit’n\ Outecthe definition
needs to overcome as well as the marketplace D —

. . efine requirements
opportunities to be pursuet ie., the key _ 3 _ Business Value
business drivers. At this stage, the customer has identified a business problem Selling begins
/ opportunity they want to address, but has not yet determined the business here

solution and has not even considered a technical solution.

In contrastel | épgéddwatgani zati ons focus on tactical
customer has defined their technical requirements. A Briefing Paper describing P r o A Purchase
Decision Cycle model is available for free download from www.proactbd.com .

In Business Value Selling, non-traditional qualification techniques will be required earlier in the

demand creation / demand shaping phases. These technigues involve effective discovery
guestions to uncover the customerb6és Business Chan
and to begin sizing up the magnitude of the custo
techniques not only help qualify a true opportunity but also help create / shape demand early on.

Engaging earlier in the cycle will change the shape of the sales funnel / pipeline. Consider the
|l ength of the different phases of -qubliBcatisnghasesis cycl e
very short compared with the tactical selling phase of a qualified project. For example, the suspect-

. .
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Characteristics of the Successful Business Value Selling Organization

to-prospect timeframe may be one month, whereas prospect-to-proposal may be three months.
But, the proposal-to-decision phase may be quite extensive (several months or years) because, if
the customer does not see an urgent need for the solution, and/or a positive ROI for the solution
has not been calculated and clearly demonstrated, the proposal may never close and the

opportunity i s t her ey ci ® s 0 n fiteowoikti wasteecomtnre fod a o

salesperson is working on an opportunity that never really existed or went away, it would normally
not be cost effective to approach the market this way.

In contrast, in Business Value Selling, the pre-qualification phase may be significantly longer than
tactical selling. For instance, suspect-to-prospect could be 6 months, and prospect to win might be

2 months with the prdeabsiony bkeiogssomei foocantl|l y

Potential measurements

Consider the shap e of your sales funnel. In traditipnal

suspect / prospect / win ratio of, say, 10:4:1, while in a Business Value Selling organization it will
be 10:3:2.

Also, measure % of business that is uncovered and negotiated vs. % of businesg

Example: Medium sized total communications integrator. This client embarked upon the transition
to a Business Value Selling organization and changed the role of the telephone-based, internal
sales people. While their cold calling had previously focused on finding qualified projects, they now
call at higher levels in their target accounts, searching for acknowledgement of potential business

S

(

i ssues which can be addressed with t hseagerinvodvesl ut i on
mapping the suspect profile dddibnotrodi¢emparvyl de

state, vertical market, competitors present, management style, possibility outline and others.

2. Multi-level Selling

Product selling is characterized by selling specific offerings which are well understood - maybe
even perceived as commodity items - t o medi um and l ow 1| evel
organizational ranks.
A true Business Value Selling approach means
o | R calling at all levels in an account, from CXO to
technical specialist. Calling early and at the
" anagement -~ <N~ — —/~ | executive level has several key advantages - it:
(1) helps differentiate the seller, (2) helps identify the

help uncover  confidential projects/strategic
initiatives, (4) can identify the business performance
metrics that the executive decision makers are
measured on, (5) establishes if there is a strategic fit

bet ween t he BCIl 6s and t he

6)because CXO0O6s c oeytcanodivert morkys drons one apportunity to another,
especially when they can see a positive ROI on a business solution.

The different levels are met at different times in the sales process and, clearly, those discussions
focus on different aspects appropriate to that organizational rank. Senior executive-level
individuals are approached at very early stages to understand their business issues and generate
possibilities, and again at very late stages during the final closing phase. Mid-level management
will potentially be involved in early scouting for possibilities and remain involved throughout. Lower
level specialists will only be engaged during the tactical selling / evaluation phases, where they will
consider the technical, usage, and procurement aspects, making recommendations to others.

© ProAct Business Development 2008 version 3.0 www.proactbd.com page 7 of 20
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Characteristics of the Successful Business Value Selling Organization

Potential measurements

In addition to measuring the total number of meetings for your sales team, analyze the number of
meetings being had at the Executive Level (typically EVP and CXO), Management Level (typically
Director and VP) as well as Specialist. Typically we would expect to see at least 15% of meetings
at the Executive Level, and 35% at the Management Level.

Example: Significant global communications equipment vendor. This client embarked upon a
campaign to develop higher level relationships into target accounts and organized a battery of
activities including breakfast [/ dinner infor mal
Sponsorship Program which paired their own senior level executives with their functional
equivalents in their target accounts.

3. Business Oriented Conversations

Top executives are compensated to maximize
stockholder wealth, something they accomplish
by growing the top and bottom lines while

scrutinizing all investments in the business. When et b
approached by a potential business partner (or dranizncally Comoatiiss cie?
vendor), executives seek to know the following
about the solution being proposed:

I need solutions
that will grow
sales and profits?

1 need solutions

Will funding
this affect

How does this
align with the

¢ will it grow sales and profits? other " - e
s . projects?, y ! financial
e will it reduce costs dramatically? - plan?
o . o
° W!” !t ge_ur? me a Competltl\_/e aqvamage' Improving business results is the prevalent theme!
e will it minimize my downside risk?
Busy customer executives may not know, or car e

technical language thus, to make an impact with this audience, it is more important to know their
business model and the terminology common to their industry and business. With sales, profits,
total cost of ownership and risk-mitigation being the conversation topics executives really care
about, vendor / partners that can address those concerns in effective business parlance will
differentiate themselves, gain access to the executive suite, speed-up executive decisions to move
forward on proposals, and develop stronger C-level relationships.

Potential measurements

In addition to tracking the number of sales team interactions with customer executives, monitor the
ability of frontline sales people and managers to launch into meaningful conversations with
executives around: their business, span of control and reporting structure, how their performance
is measured, strategies / tactics to sustain and grow the company and stave off competition,
improve cash flow, eliminate impediments to sales and sales effectiveness, other projects

A

competing for funding, andthe ROl 6 s t hey are aiming to achieve 1in

Example: T he worl doés | argest provider of commerci al
overcapacity in their industry, product commaoditization and the attendant margin erosion. The
company refocused its strategic vision, developed a sales conversation targeting customer
executives and empowered their frontline sales force to hold executive conversations around how
the use of furniture and workspace design can positively impact worker collaboration, speed-to-

mar ket , and their customero6s business results.
© ProAct Business Development 2008 version 3.0 www.proactbd.com page 8 of 20 PrOACt‘:V.',‘
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Characteristics of the Successful Business Value Selling Organization

4. Bundling

Business Value Selling differs from é6Product Selli
rather than the offering itself. In this context, then, a business solution is an offering normally made

up of a number of discrete components which are required, bundled, and proposed as a solution to

a specific set of business issues or challenges that a potential customer is experiencing.

Proposed

Hardware ‘ Solution

Using this definition, a Business Value Skl ing
typically, the solution would be made up of different items of hardware, software, services, support
and financing, which may be O6standardd and/ or o6cus

new departure for some organizations, several of these components may come from external third
parties requiring effective partnering with them (refer to section on Partnering).

There are several advantages to bundling not the least of which are one-stop solutions that lock

competitors out of the account, the 6deleganced of a more comprehert
business problem commanding a higher price tag, bigger deals at better margins, and greater

cust omer Aistickinessd (in other words, hol isti c,
the customer to cancel contracts and go with a competitor).

Potential measurements

Average deal size and gross margin % trends.

Example: Large manufacturer of computer hardware transforms their business model and
becomes a leading systems integrator, resulting in tremendous growth, increased profitability and
business sustainability.

5. Understanding the Value of Offerings

Value that is not quantified and well understood cannot be priced, marketed or sold!

As products become highly commoditized in a global economy, sales organizations often fight
competitors vigorously on price while lacking a keen understanding of the value that their offerings
bring to customers. The true value that an offering brings to a customer can only be measured and

ProAct,:.
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sold based on the positive impact that the offering w
instance, if a product lists for, say, $100.00 but can resolve a $200.00 problem for a customer,
selling it at list price will still net the customer a very significant 200% ROI (ROI analysis is being
oversimplified here for illustrative purposes only; more on this can be found in Section 10 of this

briefing paper, under OFinanci al Tool s to.InBmpower
commoditized, price-competitive sector -and whi ch one is not i nthet odayo
temptation is to try to win the business on price (as a differentiator) by offering the customer a 20%

di scount. The resulting $20.00 |l oss in mnmo@aws mar gi
t a X the tax the seller is paying for not fully understanding the magnitude of the impact that the
solution will have on the customero6s business.

There are two potential root causes for this very typical problem: (1) the Marketing organization
may be setting prices by surveying the competitive landscape but without an in-depth analysis of
the impact that the offering can have on a typica
organization is not engaging the customer in in-depth discovery questions to ascertain the financial
magnitude of a customerdé6s business problem and/ or
note that in a Business Value Selling organization, pricing is not established without a full
understanding of the financial benefits that a solution brings to the customer and this can only be
determined by exploring and quantifying the ramifications of the potential solution on all
operational aspects of the customero6és business, as

Potential measurements

Monitor how often discounts are given on a price quote without first performing a cost-benefit
analysis for the customer on the proposed solution.

Track how much is being invested on an annual basis to elevate the business acumen of the sales
force as well as the ability of sales management and front line salespeople to effectively engage in
business value conversations.

Example: A leading manufacturer of sophisticated, movable walls marketed a product that was
three-times more expensive per lineal foot than standard drywall construction. However, following
a Business Value Selling approach, and conducting cost-benefit analyses for the customer, in
many situations the company was able to justify the cost differential for the more sophisticated
architectural solution and win the business against much lower cost bids for standard construction.

. .
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