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Turning the Corner:
Selling Technology Services in a Recovering Market

Benchmarks and Best Practices from Industry Leaders
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An ITSMA Sales Performance Study

Selling technology services and solutions in 2003 was a constant struggle against buyer hesitation, never-
ending pricing pressure, growing offshore competition, and resources stretched way too thin.
Even as the market grew, services sales forces made no easy sales.

As the year progressed, however, companies increased investments in the support
systems required to improve services sales productivity and effectiveness.

Looking ahead, a growing economy and increased IT investments suggest the industry has finally
turned the corner. But the combination of increasing buyer demands and the industry move toward
more complex solutions suggests that continued investments in training and support systems
are required for companies to sell effectively in 2004.

REPORT HIGHLIGHTS

OVERVIEW = Measure their own sales performance against

industry averages and top performers
Turning the Corner provides in-depth data and analysis of

how effectively companies across the technology and
professional services industries are managing and

measuring their sales organizations for 2004 and beyond. - Relvifw best practices in selling IT services and
solutions

= Benchmark sales coverage models, training, and
sales support practices against their peers

Based on qualitative and quantitative data from 34 U.S.-
based companies, the report is designed to help services
marketing, business development, and sales leaders:

Detailed data presentations enable users to compare their
own performance to average performance in specific IT
sectors as well as the IT services industry as a whole.
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KEY FINDINGS

= Services sales organizations saw notable deterioration in
important performance metrics in 2003 such as
recurring revenue, quota attainment, and discounting,

= Professional services firms are plagued by high sales
force turnover and inadequate sales discipline across
decentralized business units.

= Senior executives at technology firms increasingly
recognize the importance of services to their businesses
and are implementing the sales processes and
performance metrics to support the cultural and
behavioral changes required to increase services sales.

= Services firms are stepping up their investments in
training, tools, and processes to improve services sales
force effectiveness and productivity.

= Marketing and sales operations have made alighment
of marketing and sales activities a priority; nevertheless
there is scant evidence that either side is making
significant progress on this important initiative.

STUDY SCOPE AND
METHODOLOGY

ITSMA worked with 34 companies (mostly U.S.-based) to
gather and analyze the data presented in Turning the Corner.
The report reviews sales performance and best practices
from two perspectives: U.S. and worldwide. The data focus
primarily, but not exclusively, on the direct sales force.

The study began with in-depth telephone interviews with
senior executives responsible for either sales management
or sales support. The interviews focused on sales
challenges, current initiatives, best practices, and metrics
to track sales performance. In addition, each participating
company provided quantitative data on sales practices and
performance. ITSMA collected and analyzed the data
between September and December 2003.

Participating companies include:

= Agilent = Lucent
= AMS = NCR
= Avaya = NEC Business Network

= BearingPoint, Inc. Solutions, Inc.

SALES PERFORMANCE STUDY

STUDY TOPICS

Turning the Corner provides detailed data and analysis
on eight major topics:
= Sales coverage models: sales channels, revenue by
channel, and sales force size and turnover

= Direct sales force productivity: sales yield, sales
management ratios, and sales representative time
utilization

= Sales performance metrics: contract and
professional services penetration rates, services
attach rates, contract renewal and customer
retention rates, sole-source ratios and win rates,
repeat versus new business, recurring revenue,
and sales lead conversion rates

= Sales costs and compensation: total sales and
services sales costs, sales cost allocations, and
sales force compensation

= Sales training: sales training investment, sales
skills, and adequacy of sales training

= Sales support and automation: processes, tools
and metrics

= Account management: account management
processes and metrics

= Discount Practices: sales force authority to
discount, level of discounting, and gross margins

The report includes breakouts of the data by market sector
(professional services firms, software vendors, network
systems vendors, and other) and by size of organization
(greater than or less than $500 million in revenue).

MORE INFORMATION

To learn more about the report, contact Rob Leauvitt,
Senior Director, Marketing and Member Advocacy at
+1-781-862-8500, ext. 45, or rleavitt@itsma.com.
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= Brooks Automation = Network Appliance, Inc.

NextiraOne

Computer Sciences = Nokia Internet
Corporation Communications
Diebold, Inc. = PeopleSoft
Eastman Kodak = Progress Software

EDS = Rainmaker Systems, Inc.
Ericsson = Reynolds & Reynolds Co.
First Consulting Group = Rockwell Automation
Fujitsu Consulting = Software AG

GE Fanuc = Spherion
Hewlett-Packard = Sybase

Hitachi Consulting
IBM Global Services
Juniper Networks, Inc.

Vanguard Managed
Solutions
Vertex

Figure 4.1 Sales Rep Time Utilization
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Figure 3.2 U.S. Services Sales Channels in Use
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Figure 8.7 Presence of a Sales Automation System

Not yet,
plan to implement

Standalone or part of a CRM system?

Part of a CRM
system

Star”

Page 2 of 4
MK0442




ITSMAs SALES PERFORMANCE STUDY

TABLE OF CONTENTS FOR TURNING THE CORNER: SELLING TECHNOLOGY SERVICES IN A
RECOVERING MARKET [S004]

|, EXECULIVE SUMIMIAIY ...utiieitiiiiitesieseeste st st s ste s st s ste s s st s e e s ae s e s s e s ae s st e s e sse e st e e e ebeeae e e e aseeaeane e s e saeeneantenaeeaeassensenanannan
Study Scope and Methodology ..
LN = 12E = 1= 1 SR
SaIES COVEIAZE MOUEIS ..ottt ettt st b et et s r et e e e e et e e nne e e e nnas
Measuring Sales Performance...
Sales Performance Metrics.............
Sales Costs and Compensation.....
Sales TraiNing .....cceeeeeeeereererennenns
Sales Support .........
SAIES AULOMATION ...ttt st e e s b e e e s s r e e et e ae e e e e ae s e e e neene e ennennns
ACCOUNT MBNAZEMENT.....ciuieeerereere e e e s e e e s e e e s s s re e e e e aesre e e e s re e e e ene e eneenean
Discounting Practices
BeSt-in-Class SAlES PraCliCeS ......ccuuiiriririerireeire ettt et s e s e e nne e enas

LR LYo Yo T2 oY
Study Scope......
Methodology ...........
Study Participants ......

Ill. Sales Coverage Models.....
Sales Channels.......ccveevvcrenesenseseseesennes
Revenue Generated by Sales ChanNEIS.......cocoverererreresere e sn e e 25
SaleS FOrCe Siz€ ANd TUIMOVET ....cccucciicieiecieceestectecee st e cte e et e saesae e e e s e saesse e e e saesaeeseesaesseessessassesnsessessnaneans 25
Team Selling
ConCluSIONS aNd BESE PraCliCES.....ccuiririririierercrie ettt ettt sa e sae e 27

IV. Direct Sales FOrce PrOQUCTIVILY ......cciieiieciecieiiecie s cie et eeecte e et s ste s et e sae e e e s e ssesne e e e saeeneensasesseensensensesnnns 39
Sales Yield.....coovvvecrerenennes ....39
Sales Management Ratios ........ccceeeene .39
Sales Representative Time Utilization...... ....39
Average Length of the Sales Cycle........ ....40
Conclusions and Best Practices..... ....40

V. Sales Performance.........cccceeeeveeueenennen. AT
Contract and Professional Services Penetration Rates.. ....48
Services Attach RateS .....cocvvvveriercenerrene e ....48
Contract Renewal and Customer Retention RAtES ........cceeeeeiieecece ittt ne e 49
Sole-Source Ratios and WIN RALES .....ccoivicrirerireresie ettt enens 49
Repeat vs. New Business................... ....49
Recurring Revenue........ccoeu... .50
Sales Lead Conversion Rates ........... ....b1
Premium Support Penetration Rates ... .51l
Conclusions and Best Practices............ ..bl

VI. Sales Costs and Compensation ........ ..60
Total Sales and Services Sales Costs... ..60
Sales Cost Allocations.......ccccceeeeeeieenens ....60
Sales FOrce COMPENSATION. ...t iiiiiceririie et et s e s s e s b s e e b e s ae et e s e eae s e e s e nnennnnneans 61
{00 T 1017 10 1 61

VII. Sales Training,
The Sales TrainiNg INVESTMENT........cciireererere et ne s e e ne e enens 70
SAIES SKIllS ..uurerieiriieceecieerree et s ee st e e sae s se e s e e e sae s s e e s s e e sseeeaeesaaeeneesaeesaseeneenaeenaaeenneennreas W71
Adequacy Of SAIES TrAINING ..ccvcrerirerie sttt s s a e e e ae e s e naens 71
Sales Methodologies in Use.... .72

ConcluSIONS......ccevercerreererenens i
VIIl. Sales Support and Automation ....
Sales Support .....cccveeeceerercennnnn
Sales Automation
(0707 T 1171 ) < OSSOSO
IX. Account Management
Account Management Processes and MELIICS .....ccovverrrerereenere e s 91
CoNnClUSIONS @Nd BEST PraCliCES. ....uuvuririirirerieieiereree ettt e et sse e s sa s st se s s s sas e snnnes 92
X. Discounting Practices........cocuerrervenennes ....95
Authority to Discount.......c.cceeeeeus ....95
Trends in Services Discounting...... ....96
Conclusions and BeSt PraCliCES.......curirirrererererere et seens ....96
Appendix: Improving Sales Effectiveness—2003 Sales Performance Study Worksheets .........cccooeevieenenen. 102

ORDER TODAY! Phone +1-781-862-8500, Ext. 45 M Fax +1-781-674-1366 M Internet: www.itsma.com

ITSMA = Lexington Office Park ® 420 Bedford Street, Suite 110 ® Lexington, Massachusetts 02420-1506 USA Page 3 of 4
Phone: +1-781-862-8500 ® Fax: +1-781-674-1366 ® Email: info@itsma.com ® Internet: www.itsma.com MKO0442



lTSMA’ RESEARCH ORDER FORM

ITSMA Member Nonmember
Price Price
Turning the Corner: Selling Technology Services in a
$1,995 $2,495

Recovering Market
Benchmarks and Best Practices from Industry Leaders

PHONE +1-781-862-8500, Ext. 45

Ways to ¢ 5 x +1.781-674-1366
Order WEB www.itsma.com
Today! EMAIL info@itsma.com

MAIL ITSMA, 420 Bedford Street, Suite 110, Lexington, Massachusetts 02420-1506

Qty Title

Turning the Corner: Selling Technology Services in a Recovering Market

Benchmarks and Best Practices from Industry Leaders [SO04]

Please indicate PDF or hard copy (shipping charges apply to hard copy only):

I:l PDF [Please provide your email account below.] I:l Shipping & Handling (hard copy)
(USPS First Class Mail)$ ~ 25.00
Order Total$

SHIP TO NAME ...ttt ete ettt e e te e sa e et et e s e eebeasae s esssaese et eseeseasese s sae st ese s ese s eseesesseaessese st esenseseaseseaseResseaeeeese et eneesensebenseaenseaentenseteneesennane
L L USRS DEPT/DIVISION.....ccirieeireeereereeneresessesee e sse e seeeenes
COMPANY ...ttt et e e te e te e e et e e ss e s s esesaese et eaeesensese s eaesseseeseseeseseesensese s ese s ese s eseesesseseasesasssaeseesensesenseseasesseeaaseseneesensesensesensnanes
ADDRESS......ocueteesteertet e et ete st e e e e e saesees et et et e s e s eae s eaeaaese et e st eAeaebe At eae s eaeeeeReEeaeeseateAeaseAeeAeaeedesesensseateae e eAeteseateaesennesenteaenseaenenan
L] I OSSR STATE ..o A | R
PHONE ...t FAX ettt nean EMAIL ottt

BILL TO NAME/DEPT ...t steeeteeeteteesesesesseseesesseeeseessa e saesesseseeseeseseese e saanseseneese e eseaseneeseaeeeeaess et eseaeese e ese e eseseaseeeeneeseneeseneeaansnaenennnnensnnsennnnn

(IF DIFFERENT FROM

SHIP TO) COMPANY ..o ctoeesetseeeseesseesseesseessesssess st sesssesseess st ss eS8 58 5858585858585 1 151018 £ 8RR E AR A AR s e e s e sees
ADDRESS......ccueiteerteereeeseeteseses e ssaeseaseseese et eeese e eae s eseaeese et eae s eneRe e eRe e eaeeEeRE A e REeAe e eRe e eAe e eAe A e AeAeaeeAe e eae e eAe e ese e eneseannae e eae e naeeenen
L] I OO SO S SS STATE ..o A | SRS

PAYMENT Authorized Purchase Order (Purchase Order #

(DUE UPON Check Enclosed - Payable to ITSMA in $US (ITSMA Tax ID 04-2706960)

RECEIPT) visa [ |Mastercard [ ]American Express
CARD # oottt ettt a e et et s e be s e s e e ese e ese s eneseaeeaennes EXP. DATE .ttt s
CARDHOLDER NAME .......ciiietisteitesieseseseeesseesseseessessessessessessennes SIGNATURE ..ottt s e

AUTHORIZED BY NAME ...ttt sa st e e ss e sas e e e et e e se e eaennnneas TITLE ettt ettt e n e n e nnnne s
SIGNATURE ..ot reeee e see e e e e sae e esenes PHONE ...ttt ss e na e san e enen
DATE ettt sttt a e ne e nnan

ITSMA ® Lexington Office Park ® 420 Bedford Street, Suite 110 ® Lexington, Massachusetts 02420-1506 USA MK0442

Phone: +1-781-862-8500 ® Fax: +1-781-674-1366 ® Email: info@itsma.com ® Internet: www.itsma.com

Price

rev. 5/20/05



