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These charts represent answers to our 2011 Sales Compensation & Performance
Management survey from sales executives in Sample Industry companies. From their
answers, you'll get a good idea what other executives are experiencing in today’s
business environment and how you compare.

As you review the charts, keep in mind what you would have answered to the
guestions so that you can best compare your company with others and interpret our
comments. We recommend you use this report alongside our 2011 Sales
Compensation & Performance Management research report, as best practices and
case studies included in the report will help you devise an action plan.

We have provided comment on the charts for 9 metrics that we find have the most
impact on sales results. The rest of the charts, representing answers to all the
guestions in our survey, are included without comment.

The data used for this benchmark comes from surveys completed by sales executives
between July and September 2011.
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The information in this report is for internal use only. Feel free to share the report
with colleagues within your company.

For any other use of this report, please contact CSO Insights.
You may receive a PowerPoint version of this report so that you can use the slides in
presentations to your management team. Email Laura Andrus and request your

PowerPoint file.

Laura.andrus@csoinsights.com
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How are territories designed and managed in
your company?
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The methodology for managing territory assignments may not seem like a critical
success factor in making your numbers, but there are some things to learn by
examining company practices. The more that management can get insight into past
trends and future potential, the better they are able to manage their sales
operations. Managing territories on cocktail napkins or with spreadsheets will not
provide such insight.

The companies in the Sample Industry are a bit less reliant on manual territory
management or spreadsheets than the whole survey population, with 67% using
manual or spreadsheet methods compared with 78% of the total population.

18% of the Sample Industry companies are taking advantage of applications that
automate territory management, compared with 20% of the companies in our overall
survey. This puts the Sample Industry a little behind the pack.

If you are aligning territories manually or using spreadsheets, you might want to
consider how automation would help.

This area is discussed further on pages 5-6 of the 2011 Sales Compensation and
Performance Management report.
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How do you set individual rep quotas?

4.2%

% increase over prior year

Divide revenue target by #
reps

Ne— W
Territory potential and market -LS.S'.
share
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The method for deciding what quotas to assign to reps has a cascading effect on
ultimate quota achievement, morale, and turnover in the sales organization.

The number one choice for our survey takers in 2012 is applying a percentage
increase across the board, followed by setting quotas based upon corporate
objectives.

The Sample Industry participants have 44% applying the percentage increase and
37% dividing the total quota by the number of sales reps.

Clearly, using market potential would be a better-targeted approach, but this requires
steely-eyed understanding of what the market potential actually is. This is step #1
toward pinpointing a Best Practice: Using an automated Territory Management tool.

Each company will have to consider the ROI for investing in such a tool. CSO Insights
will keep a close watch on companies that adopt such tools.

This area is discussed further on pages 7-8 of the 2011 Sales Compensation and
Performance Management report.
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For your plans, what percentage of reps do you
expect to make quota?

Setting the assumption on the percentage of reps expected to make quota is a tricky
job. It has a major impact on the budget projections for your comp plan. Getting it
wrong can cause lots of repercussions.

The full survey population averaged a response of 70% to this question.

The Sample Industry made a slightly more aggressive assumption with 76% of their
sales reps expected to be at quota at the end of the year.

The most interesting observation we can make here is that only 57% of the Sample
Industry reps made their quota last year. If they made similar assumptions last year,
they were under budget for their comp plans.

The real question is how close did they get to their corporate goal? Survey says: 78%.

Is it possible that, with different compensation plan assumptions, 100% could have
been achieved?

This area is discussed further on pages 9-10 of the 2011 Sales Compensation and
Performance Management report.
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How is your comp and incentive program
designed to impact sales force retention?

Do Not
NA

or

Noparton af theas runecsh mey e reprodeasd or davdanod n
arwy form withaat the pevr wrisses peyicos of the sathan

Our survey results show that using proactive efforts to retain sales reps pays off. 42%
of our total survey population have formal retention strategies built into their
compensation plans.

45% of the Sample Industry companies have such strategies. With an average
turnover rate of 29%, the Sample Industry companies are well-advised to pursue
retention strategies.

If you do not have retention strategies built into your comp plan, you should consider
them. All our research says your competitors are hiring, so your reps may have
alternatives this year.

This area is discussed further on pages 11-12 of the 2011 Sales Compensation and
Performance Management report.
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Which statement best describes your firm's
approach to coaching of sales reps?
Don't Know/Not Rigorous

Applicable cgaching with
a1%
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The results in this survey clearly indicate that having a rigorous company-wide
approach to coaching has big payoffs. Most people in sales management would
agree with this. So why don’t more companies adopt these policies?

Of our overall survey population, 21% have a rigorous coaching policy.

8% of the Sample Industry participants use a rigorous coaching approach.

In comparison, the Sample Industry companies are way behind the pack. And 82% of
them are missing the boat.

If your company hasn’t adopted a company-wide approach to coaching, 2012 is your
opportunity to change this.

This area is discussed further on pages 13-14 of the 2011 Sales Compensation and
Performance Management report.
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Which of the following do your managers
use in their coaching?

Insights from their own sales
experience

9.2%

8

Observations from joint calls

Data from CRM management
dashboard

oscsmametecovsos | (-
their own methods
oseteom s | (D

software

6.3%

Not Applicable/Don’t Know -‘-”‘
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One of the Best Practices we derived from this study is that the more ‘impersonal’
the coaching tool, the better the results. This may be because a manager’s opinion is
just that, while information from a formal Sales Performance Management
application is indisputable.

75% of our total survey population use information from some kind of automated
system as a basis for coaching.

85% of the Sample Industry participants take advantage of automated systems.

We will keep an eye on how these systems perform over the long term, but we can
already see they should be seriously considered by the 15% of companies in the
Sample Industry who have not yet tried them. If your company has not yet examined
automated performance management systems, be advised that many of your
competitors have.

This area is discussed further on pages 15-16 of the 2011 Sales Compensation and
Performance Management report.
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Which Sales Manager behaviors are your
compensation programs directly motivating?

Meet territory revenues [esiiieeara—a———pe——a=—g==1 ‘Fa8
ID reps for coaching  FEE— 63.6%
Hire reps who succeed TRIR————" 51.5%
Positive team culture TR 45.5%
Share best practices TN 45.5%
Ensure reps meet quotas IR 45.5%
Access to timely metrics IR 39.4%
Easily calculate commissions ITEII————— 30.4%
Adapt sales process | ITEIENIN————— 39.4%
Control the cost of sales TN 39.4%
Minimize tumover ST 36.4%
Accurately forecast business RN 20.3%
Conduct win/loss reviews SIRIIN 27.3%
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In this study, we found a disconnect between how sales managers are measured and
compensated and what they are expected to do. More emphasis is put on meeting
the quota numbers than on the incremental tasks that ensure this happens.

This is not terribly surprising, but it might be a mistake.

Even though generating a positive sales culture pays off with better revenue results,
the companies in this study put it in 5t place among the list of management
behaviors motivated by the compensation plan. Positive sales culture may sound like
a soft target, but our research shows it is truly a Best Practice.

The Sample Industry has the positive sales culture in 4th place. Whatever their
reason, they would be well-served to work on positive team culture and rigorous
coaching to increase their odds in this competitive market.

This area is discussed further on pages 19-20 of the 2011 Sales Compensation and
Performance Management report.
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How well is your company performingin each of the
following sales performance managementactivities?

Encouragng desired bahawors

Hinng and retaining talented siaf

Using ssios sctury éo tor paning - (RS 11% 7% )
Maxmizing seiling time

Explaining comp plan to staff ﬂ

Provaing menagers accurste mercs (RN 60 47}
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The study participants’ assessment of how well the comp plans are encouraging
desired management behavior is the other side of this coin.

Half of the participants in the study said management’s ability to encourage desired
sales behaviors need improvement.

Sample Industry participants chose encouraging desired rep behaviors, hiring and
retaining talented staff, and using sales activity info for planning as the top three
elements needing improvement.

This is an important list to consider for 2012.

This area is discussed further on pages 21-22 of the 2011 Sales Compensation and
Performance Management report.
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If you could improve yourcompensation management
program,wherewould you focus?

Ability to judge effactiveness __T‘.'z._l
Visbilny into parformance _-7-5—1 ‘
Requests for analyses ;—51-61
Modaing mviskons m
Credits. exceptions  NRMMMIIEIGHE 5% J
Timeliness of paymants m
Minimize disputes m
Plon changes [ERNNDERN 1% )
Accuracy of rasuts | 4%
Compl@ance requraments 0"5-'5-,
Security mouinements [Ga
5% 10% 20% 30% 40% 50% E0%
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Looking at what senior management would like to see improved in a compensation
plan tells a lot about how well they feel it is working.

The top three for the overall survey population were the ability to judge plan
effectiveness, more visibility into sales performance and having the ability to model
plan revisions.

For the Sample Industry respondents, the issues were the same, except number three
was about requests for analysis. This item is similar to modeling revisions, as it
speaks to the flexibility of the tool being used.

Once a company recognizes the benefits of modeling, analyzing and mining
intelligence from the compensation management data, the solutions flow more

freely.

This area is discussed further on pages 23-24 of the 2011 Sales Compensation and
Performance Management report.
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The slides that follow are without commentary.
They are the remainder of the 41 metrics from
our 2011 Sales Compensation & Performance
Management research project.

Be sure to examine these charts. You may find
some of these metrics helpful in understanding
how you compare to your peers.
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What do you use to calculate/manage sales

commissions?
Use commercial
incentive Do not know Manually calcuiate
management 2.2% %
system

13.0%
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How often are quotas/goals set?

Semiannually
8.2%
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In US Dollars ($), what is the average annual
quota for your sales people?
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In US Dollars, what is the target cash
compensation for direct sales people at quota?

$200K - _ 5$260,000
250K ;
250K [ 0.0%
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What percentage of your sales rep's pay
package is variable pay?
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What is your organization's sales compensation
spend as a % of total revenues?
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What is the average percentage of total
employees on variable pay in your organization?
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When did your compensation plan accelerators
kick in?
at >%150 of plan

at 126% - 150% of ~63%
plan /
0.0%
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What percentage of your sales organization
reached accelerators last year?
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Which statement best describes the impact that
your comp program is having on your sales
force?
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Which of the following elements of your comp program
are used to foster retention of sales reps?

Career Progression 46.8%

Incentive as percent of salary 40.4%

Quota tiers 383%

38.3%

Annual merit pay increase

No performance threshold 29.8%

Bonus for consistency ina
quarter

21.3%

B.5%

Not Applicable/Don’t know

Consistency bonus for multiple
years

6.4%
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Which statementbestdescribes how effectively your
compensation plan is communicated to yourreps?

Reps are
completely
confused M} 2:':”'
6.3% »
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Which Sales Rep behaviors are your
compensation program directly motivating?

Retaining existing business
Cross-selling/up-selling

Selling to new accounts

Selling new products

Farming additional business
Consistently using the sales process
Sharing best practices

Selling higher margin products
Avoiding excessive discounting
Consistently using the CRM system
Selling as part of a team

Accurately forecasting business
None

© 2011 CBO Innghin

TSNS 75.8%,
T TR TN 72.7%,
TS T 66.7%,
S 6367
SO 45.5%
EEETEIITREOR 36.4%
OO 36.4%
O 36.4%
R 36.4%

SR 10.3%

SR 30.3%

S 24.2%
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When do you review'model your organization’s
sales compensation plan?

§9.5%

21.4%

When we When we Whenwe  After plan  Before we
add new add new change cyclefend of roll out any
products people rates year plan
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How many sales compensation plans does your
company manage?
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How many metrics do you use with your
compensation plans?
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On average how many payees share the credit
for an order?
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How often do you run contests or SPIFs?
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What is your estimated error rate in variable
compensation payments?
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How frequently do you process variable
compensation payments?

Other
2.2%
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How long does it take you to calculate variable
compensation payments?
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How frequently do you review and change your
compensation plans?

Maonthly
0.0% Semi-annually
6.5%
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Outcome # company results
Annual review

Changing market
Reorganization/re-alignment
Changing economic conditions
Cost

New product focus

Change in strategy

Tumover in the sales force

Industry regulatory rules
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What are the prime motivators for plan changes?

fr————— e P11Y
A 4 1.5%
- [-XA
=== F AU
T, 1
S 2 3.
A . v
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How long does it take to modify your sales comp
system?
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iEd

%
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What are the biggest challenges you face when rolling out
compensation plans?

ann

0% A1L.7%

5%

‘ ) I 30.6% )
25.0%

5%

10%

5%

Not able to forecast  Reps unclear oo Too difficult o Unabée to report Unclear on market
economic impact corporate goals In P from since

corporte sy o plan » plan
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How many people are directly involved in
administrating your incentive management
program?

One
22%
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What is th

Loading data

Credits, inguiries. disputes
Cakulatingpaymaents
Vatdating data
Processing resuits
Reports

Managing participants

e level of effort each of the following tasks
requires?

0% 20% 40% 60% 80% 100%
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Which functionalareasare involved inyour
compensation/incentive managementprogram?

Setting quotas

Plan changes
Dashbosrds/portals
Repons

Credits dsputes

Managng participants
Procassing msults
Cakculating paymens
Validating data
Loading data
Dasigning plans

O% 10% 20% 30% 40% S0% 60% 70% 380% S0% 100%

mFinance ®Saes MgmtiOps ®HR = Marketing «IT - Extemal
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Would you buy from again/recommend your
primary Incentive/Sales Performance
Management vendor?

Absolutety Not
0.0%

Unlikely
0.0%
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Are you planning to implement a commercial
Incentive Management system in the next 12
months?
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Demographics from surveys included in this report

Revenues
<$10M
$10M - $50M
$51M - 52504
$251M - $18
»$1E

Average Deal Size
<$10€
S10K-525¢
$25K-450K
S50K-$100K
S100KL-$250K
F250K-3500K
>4500K

a%
19%

12%
0%
6%
6%

N <10

1% W

% 51750

1% 251 -1

LY 751 - 1500
>150

EnerguMining/Peroleum

Engreenng

Ertertaloment

Francial Senaces: Retad Barking
Frroncial Serdoes: Commerdal Barking
Francial Sarvces: Insurancs

Firenchal Sendoes: Investment Brokerage
Manufacnuring Bectrancs/\Compuier
Marufacunng (non-computer redsted)

Sample Industry

£ Salkes Reps
3%
A5
1%
%
%
4%
Industries

3% Mackcal: Pravma
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(% horsSrofe:
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% Professicnal Serwcis: Anance
% Frofessional Sendces: M Tech
0% ShippirgiLogestics

0% Sofware: On-Premise

0% Sofware: SaaS0n-Dimand
% Sofware: Other
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[Pe Transportation

% TravelHospitainy

0% Lttres

%% O
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