STRATEGY 1

Find Growth before Your
Competitors Do






CHAPTER 1

Look 10 Quarters Ahead

For tomorrow belongs to the people who prepare for i today.
—Atican proverb

In early 2009, the United States Congres: spent weeks drafting
the American Recovery and Reinvesiment Act. Most compa-
nies simply followed the process; jraying it would help kick-
start sales that had been ravagcd by the deep recession. But at
one major high-tech equipment company, sales leaders weren’t
waiting. They knew the legislation would create opportunities
for them. They put togeitier a dedicated team with a field sales
leader to spearhead the stimulus program and made it a focus
for the sales organization. This group was responsible for devel-
oping compellitig offerings, finding target customers, and creat-
ing an invesimernt plan.

As soon as the outline of the bill came into focus, the group
got busy planning how to exploit the potential that the new law
would provide. They saw that the legislation called for grants
and tax rebates to encourage healthcare providers to upgrade
IT infrastructure and transition to electronic medical records. This
infrastructure included products that the company made.

The sales group swung into action, quickly developing a tai-
lored offering for hospitals over the first four to six weeks. This
was not a case of working with product development to launch
tailored products. There was no time. Instead, the group had to
select the suite of products that best fit customers’ needs and that
fell within the scope of the legislation. It also developed sales
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collateral that told hospitals exactly how to take advantage of the
federal subsidies in the stimulus bill. The company quickly met
with many hospitals and was able to secure multimillion-dollar
deals within the first few weeks after the bill was passed. It was
months ahead of its competitors.

This is a prime example of forward-looking sales manage-
ment, an important differentiator of top-performing sales orga-
nizations. Certainly, all sales leaders know that they should pay
attention to what is happening in the wider world to anticipate
changes that could turn into opportunities or threats. But the best
follow the example of this company—they make trend analysis
a formal part of the sales planning process and, as a-result, are
perfectly poised to capture the opportunities created by sudden
changes in the environment.

Turning the stimulus package into a coherent, on-the-ground
program is just one example of capitalizing on 2 forward-looking
view of the market. Another leading high-tech company’s sales
leadership continuously monitors ecohomiics, consumer behav-
ior, and other forces to identify two ‘or three relevant trends each
year, and then translates them inio concrete sales programs. It
develops cross-functional SWAT weams that work with customer
account teams to educate custerners on the nature of a trend and
to sell them on its solutior.. “These teams engage with potential cli-
ents over a set period. Gxplain their reasoning and how the partic-
ular trend translates into a business impact. Customers valued this
forward thinking® and, as a result, favored partnering with the
high-tech ven#ioras a way to get ahead of their rivals.

O Whether it’s eco-business or cloud
Sales leaders continu- computing, by linking sales activi-

ously momnitor econom- ties with emerging trends the com-
ics, consumer bebavior, pany has scored breakthrough wins at
and other forces to iden-  Fortune 500 customers.

tify two or three relevant Based on our research and the
trends each year. discussions with the 120 sales execu-

tives we interviewed, it is clear that
great companies do three interrelated things to capture the ben-
efits of forward thinking:

1. Surf the trends. Good sales leaders know how to hit
monthly and annual sales plans. Great sales leaders tap into
the big picture, watching for strategic openings in economic
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trends or changes in customer sectors and regions. They
know these can be real opportunities.

2. Invest ahead of demand. This might mean making a small
investment in analytic capabilities or beefing up the number
of frontline sales staff ahead of the emerging trend.

3. Make this a way of life. Programs that successfully exploit
emerging trends are not one-off flukes or lucky bets. Leading
sales organizations have a built-in forward perspective and
mechanisms to turn that insight into action.

Surf the Trends

The high-tech equipment company reacted swiftiy.to a political
change. But developments that create new seiling opportunities
can come from many sources: technology uends that change
consumer shopping patterns or redefine business models, regu-
latory trends, or political trends (Tabi= 1.1). To ride these trends,
the best sales executives make it their business to know what is
happening beyond their organizatians, their customers, and their
industries.

Knowledge is only one' pait of the equation, though. Top-
performing sales organizations have the will and the means to
translate macro-shifts itte real top-line impact fast. Often, they are
able to launch tactical, opportunistic sales programs that deliver
differentiated growth in a challenging environment.

For exanioie, as the 2008 financial crisis unfolded, South
Korean autG. manufacturer Hyundai concluded that economic
uncertainty would make consumers skittish about committing
to major purchases such as cars. On January 2, 2009, the com-
pany launched the Hyundai Assurance Program, which allowed
consumers to return their cars with no penalty if they lost their
jobs or suffered any other involuntary loss of income. The pro-
gram was free for the first 12 months after purchase, and there
were no restrictions on types of customer. The company actu-
ally negotiated exclusive private-label use in the United
States of a guarantee scheme provided by a Canadian com-
pany called Walkaway. In the immediate wake of announcing
the program, automotive consumer research organization
Edmunds reported that “purchase intent shot up 15 percent . . .
and has remained at 7 percent above its seasonal norm.” Such
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TABLE 1.1 Great sales teams constantly scan the horizon for the

next opportunity’

Example trend

Opportunities

Technological Cloud computing: grow-
ing to $65-85 billion by
2015, from $11 billion
in 2010.

Political Stimulus: e.g., American
Recovery and Reinvestment
Act authorizing ~$740
billion in expenditure
in 2009-2011, and an
additional ~$100 billion

authorized through to 2019.

Geographical Emerging markets:
e.g., more than 20 coun-
tries with annual GDT
growth of more than

7% between 2010 and 2015.

Regulatory Carbon emzission reduc-
tions: e.g. EU targeting
20% seduction by 2020.

Target small businesses
with pay-as-you-go model:
use proven offering to
displace incumbents in
enterprise.

Offer products and services
that take advantage of new
legislation.

Invest sales resources in
growing markets to estab-
lish incumbent position.

Go after customers most
affected by regulatory
changes.

was the popularity of the offer that Hyundai augmented it with
a limited-term offer to cover three months of payments while the
customer looked for a job. Longer-term, Hyundai became the only
major car manufacturer to actually increase U.S. sales in 2009, and
research cited the Assurance Program as one of the major factors
behind customers’ decision to buy a Hyundai.?

!Gartner; IDC; Forrester; Recovery.gov; U.S. Climate Network; McKinsey &
Company.

PR Newswire (January 3, 2009); Just-Auto.com (January 16, 2009); The
Plain Dealer (February 4, 2009); Reuters (February 20, 2009; February 15,
2010); NTDTV.com (February 16, 2010).
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Forward-looking sales management can be strategic as well as
tactical. The first-mover advantage created by forward-looking
sales plans drives sales in areas where competitors have yet to
arrive. This enables the pioneer to build share and enjoy high
margins, at least for a while. For example, a major IT company
that we discuss in detail below has a forward-looking sales func-
tion whose sole purpose is to accelerate the acceptance of next-
generation technology among early adopters to give the company
an edge a few years from now.

As we have said, sales executives
don’t just monitor economic trends;
there are also megatrends such as cli-
mate change that create enormous
challenges and opportunities across
industries and markets. Of course,
corporate strategists and marketing
departments adjust the organization’s
long-range positioning (in capabilities land products) to address
needs created by these trends. But [orward-looking sales depart-
ments also study how they car tan.anto changing consumer atti-
tudes caused by such megatrera:.

A maker of heating and air-conditioning equipment, for exam-
ple, realized that percenuacas about climate change and sensi-
tivity to energy prices already have a real impact on when and
why consumers decids to buy new equipment. The company has
developed a model that incorporates different scenarios for energy
prices and other key drivers of energy demand. Each scenario
includes imiplications for different types of customers, including
likely demand for each client and which products to highlight.

For example, in a scenario with steeply increasing oil prices,
more customers are expected to purchase heating systems based
on alternative fuels or add modules to use solar energy. Those
interdependencies have been modeled based on market and cus-
tomer data. The results are translated into sales targets for differ-
ent product groups and insights to guide sales force tactics and
define incentives. The model is frequently updated to ensure it
incorporates fresh data and thinking. There are also periodic real-
ity checks to make sure that the program still reflects likely sce-
narios. This process allows the company to turn a very broad
trend into practical insights for the sales team and gives it a leg up
in a competitive marketplace.

The first-mover advan-
tage created by forward-
looking sales plans drives
sales in areas where
competiters have yet

to g ing.
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Invest Ahead of Demand

Forward-looking sales programs also depend on access to
resources: companies have to be willing to take risks now to get
themselves out ahead, creating sales capacity long before the rev-
enue will materialize.

Many sales executives we interviewed explicitly account for
investment in new growth opportunities in their annual capacity
planning processes. While this usually involves simply drawing
territories and assigning customer lists to support growth initia-
tives, it can also include requests for dedicated resources to pur-
sue new sources of long-term demand, particularly in _emerging
markets. The level of investment can be as high as 2.t¢ 4 percent
of selling costs—small in percentage terms but a-significant com-
mitment in an environment where sales leaders-figit for each dol-
lar of investment.

The ability to commit in advance -i.elped one Asian auto
company crack the Indian market. As.il assessed India in the late
1990s, the prospects for success for toreign manufacturers were
not clear-cut. There was little Jdoupt that the nation’s rapidly
expanding middle class would.bovst demand for cars, but tapping
into that growth from the cutside was not going to be simple.
A big constraint was deveioping the right distribution network,
since many of the best dzalers were already tied to existing local
manufacturers.

The conventioniai approach would be to piggyback on a local
manufacturer’s rietwork and partner with dealers in the largest cit-

N ies first to gain presence quickly. This
Many executives explicitly  is the least expensive and fastest way

account for investment to attack a new region. However, it
in new growth oppor- had limited upside for the carmaker.
tunities in their annual The leading dealers tended to put
capacity planning. their domestic brands first, and only

dealers in the big cities could afford
to support a second brand. Without real focus from dealers, the
prospects of becoming a market leader were far from certain.

This knowledge prompted the company to look further into
the future. Although economic growth was concentrated in the
largest cities now, it was undoubtedly spreading, and a new wave
of middle-class Indians would arise in second- and third-tier cities
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in just a few years. A player that had a dealer network in place in
those cities before demand materialized would be exceptionally
well positioned.

The sales leadership laid out a plan to sign up more than 110
dedicated dealers across India, including in secondary cities. The
plan involved recruiting two specific types of dealers—small inde-
pendents and sellers of minor brands who were eager to expand.
The company focused heavily on each dealer’s personal aspiration
to grow and his or her willingness to buy into a five-year vision.
Beyond the largest cities, dealers would need to stay lean in the
early years when demand would be low. This meant the owner
would have to be flexible, operating with a small staff that would
have to double up in management roles. In mari7 ‘cases, the
owner would also have to act as a new- and uged-car manager.
Then, when demand started to grow, the dealers would need to
scale up and invest. Recruiting dealers who ti: “his profile would
be a sales project in itself.

The first challenge, however, was buiiding the conviction to
bankroll this unorthodox approack. Complicating matters, the
company had just one product suitable for the Indian market—
others were in the pipeline -Dtt as much as two years away.
However, the sales leaders.believed that this distribution strategy
would capture the full poieiitial of the Indian market because the
dealers would be fully fecused on the brand and the automaker
would have an impaorient first-mover advantage in smaller cities.

The company also decided to offer subsidies to help the deal-
ers through the early years, arguing that the eventual sales vol-
ume and associated profits justified this upfront investment. The
subsidy came in the form of incentives to help the dealer pay for
its facilities and build new vehicle and parts inventory—expen-
sive capital outlays required to add a new brand. The incentives
were calibrated to enable the dealer to break even in the early,
lean years, but dealers certainly were not given a blank check-
book. Within two years, they were expected to be self-sustaining,
and the wvast majority achieved this based on the product
lineup and their own entrepreneurial skills.

Once the plan was approved, the second challenge was
convincing more than 50 dealers to sign up with a foreign
franchise. Although the targeted dealers didn’t have access
to the top domestic brands, they were being courted by other
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car companies trying to enter India. What sealed the deal for
many was the announcement that the Asian automaker would
build a local production facility. This was an important differ-
entiator, reinforcing the manufacturer’s long-term commitment to
the market.

The results have been extraordinary and have fully justified
the sales team’s vision. Within two years, the company introduced
additional models and gained enough volume to withdraw the
dealer subsidies and attract additional dealers. Within five years,
the original network had doubled, and the company was in the
top five for market share in India, and it enjoyed top-tier customer
satisfaction. An above-average return on sales of 8 percent meant
that the company had exceeded its initial sales invectiaent many
times over.

Make It a Way of Life

Such success stories are of little relevarnce if they are just a stroke
of luck and can’t be replicated~rom what we learned in our
interviews, they are not. Sales-ex<cutives make their own luck by
developing the ability to peel: around corners and consistently
identify sales opportunitics that may not materialize for 12 or 18
months—or longer.

How do these managers decide when to pounce on a tactical
opportunity or commiit in advance to investments in a market that
will pay off vears' from now? The leaders we interviewed do not
simply gambic-on market movements—they have institutionalized
a forward-looking approach. They do their homework and have a
fact-based rationale for new initiatives and investments. And they
have built a track record of success that gives them credibility in
their organizations.

There are many ways of generating this forward-looking
view of the market, such as making investments in analyzing new
trends and potential winning con-
cepts, and working on encouraging
customers to commit to new trends.
Both require the right mindset and a
willingness to commit resources.

A contract manufacturing com-
pany that builds products for IT

Leaders do not simply
gamble on market move-
ments—they institution-
alize a forward-looking
approach.
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equipment makers has had great success with a dedicated trends
analysis function. It deploys a team of speculative market analysts
whose job is to predict which hardware products will have mean-
ingful volume in the next two to three years—and which potential
client companies are likely to develop such products. That gives
the company a perspective on its target customers a couple of
years before they become large.

The contract manufacturer uses several strategies to build
these insights, including spending time with the venture capital
firms that fund new companies. It adhered to the simple strategy
of following the money. It was a safe bet that a good propor-
tion of the companies that received significant rather than spec-
ulative investments from the venture capital firms. would end
up as exactly the fast-growing companies the maiuracturer was
interested in.

The manufacturer also speaks to custonrers about which
emerging products and technologies it io. pursuing, and it con-
tinuously evaluates the supply chains! of its customers (and of
its customers’ customers) for emerging sales targets. One of the
outputs of this analysis is a list.¢f cmall but fast-growing compa-
nies that may evolve into major users of contract manufacturing
capacity. The manufacturer. then invests in building relation-
ships with these compani=s'to convert them into customers. The
investment is essentialiy-a subsidy—taking on a customer whose
initial volume is toolow to be economically attractive. Some of
these emerging companies will never grow into marquee cus-
tomers. A few, however, will become major players, and the
manufacturer will have locked in a profitable order stream. In
less than two years, this group was consistently able to deliver
a 15 percent return on investment (ROD by identifying new
opportunities the company would otherwise have been unlikely
to get.

As we mentioned at the start of the chapter, one high-tech
company has created a high-powered solutions unit that is ded-
icated to preparing major customers to commit early to new
trends. The team is staffed with a mix of former consultants, pro-
fessors, and respected industry leaders from high-potential market
segments. Its task is to find ways to accelerate demand by influ-
encing important decision makers to be early adopters.

The ultimate goal is to help the company get customers to
commit to investing in the next evolution of technology ahead of
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its competitors. So, the group spends its time producing thought-
provoking industry perspectives, quantifying the benefits of its
offering for individual companies, and building relationships with
influential company executives and government officials. The
most compelling ideas can reduce adoption time for new tech-
nology and accelerate uptake in an entire customer segment or
country. The company then benefits disproportionately, given that
it already has a strong market position.

Building and sustaining the capability to take a forward-
looking view of the market is not easy. As we looked across all of
these great sellers, two common characteristics emerged: the
mindset of sales leadership and resource commitment. -Sales lead-
ers must consistently monitor the macro-environment it: search of
sales opportunities. Even good sales leaders find iiiis challenging,
given the relentless pressure to hit near-term targets. This is why
resource commitment is important.

In other words, forward planning mu:ct be part of someone’s
job description—not just part of top management’s lengthy to-do
list. Sometimes, it falls within marketing but, in many cases, it is
sales’ responsibility. The level af-westment will vary, depending
on the company and its context. At the high end, we see formal
operations such as the market-siiaping team at the IT supplier. At
the other end, forward-looking analy-

Forward planning mus: ~ sis is embedded into annual capacity
be part of someone’s job  planning. The most common arrange-
description. ment is a small centralized sales team

O whose responsibility is to scan oppor-
tunities aricl convert those it finds into tangible sales leads. Many
companies we see investing real resources ahead of demand are
equally rigorous in taking costs out of sales. A conscious eye on
where resources are no longer important creates the capacity to
invest.

Thinking three moves ahead is vital in any game and is essential to
sales growth. It does not come automatically, however. Companies
have to follow the lead of the high-tech player we mentioned at
the top, which spotted the multimillion-dollar opportunity of a big
trend; they need to learn the lesson of the automaker and build
the sales resources on the ground well ahead of time in order to
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end up among the market leaders; and, like the manufacturer that
analyzed its potential customers, they need to embed the concept
of looking forward into the sales organization’s mindset to guaran-
tee that impressive 15 percent rate of return. IT solutions company
EMC has certainly embraced these ideas, as William J. Teuber, Jr.,
explains in the following interview.

In the next chapter, we'll see how top sales managers don’t
just take a macro-view of opportunities; they’re also able to turn
the microscope onto their existing markets to find the untapped
pockets of growth.
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Interview: William J. Teuber, Jr.

Vice-Chairman, EMC

How do you anticipate megatrends such as cloud
computing?

We use a multipronged approach. We follow our cutting-
edge customers closely to see what they are doing. We
listen to our engineers—our innovation engine—to hear
where they want to drive things. We have a sophisticated
business development team that monitors new company
formation carefully. We work with research universities to
discover which emerging technologies have pcieritial com-
mercial applications. Then we marry all of ‘that thinking
with what our customers are thinking. Trenas don’t appear
clearly from any one source. They comc ino focus when
you bring a mixture of perspectives t>g sther.

How has your go-to-market nicdzl scaled up with your
dramatic growth?

It has scaled with our opportunity. We have learned to
focus where our oppcitunity exists, both with current
customers and outside our base. We identify opportuni-
ties by region and by customer, and we get very granular
with irrefutable data to see where we can move the needle.
Having that aiscipline gives us the ability to devise a plan
to capture dramatic growth through our direct sales force
as well as through channel partners.

How do you reconcile the quarterly heartbeat of your
sales organization with the need to invest ahead of
demand to capture long-term opportunities?

In a publicly traded company with a public report card
every 90 days, you have to do both. In our international
operations, we introduced a three-year sales planning pro-
cess to get beyond the 90-day mentality of “How will I
make my number this quarter?” We monitor how markets
are going to develop and prioritize opportunities that will
generate the best growth over the next four to eight quar-
ters. We've also created a Rapid Growth Markets Board
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made up of senior leaders who hold meetings in those
markets and link back to the rest of the company, so peo-
ple in product development can plan accordingly.

You have almost doubled revenues in the past five
years, and are planning to grow faster than your mar-
kets. How do you sustain such growth?

You have to have the right strategy and the right offering,
and your sales organization has to communicate the ben-
efits of that to the customer. In order to build our portfolio
and market reach, we’ve bought 35 companies over the last
five years. Doing cross-company sales integratich success-
fully is one of the hardest things to do. We’ve-i=arned a lot
from experience.

Ultimately, you have to have the best people to execute
your strategy. I'm betting my job or <veryone who works
for me. Therefore, I'm going to_scicct the top people to
represent our company in the inarketplace. EMC has what
I consider to be the gold stanaard of sales forces. There is
an aura about it. To be in sales at EMC is a badge of honor.
That’s why we attract and retain the right people—to make
sure we have the best talent bench in our sales force.

Ao \ N
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