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Sales Management Software
Designed for Distributors in
an Easy-to-Implement
"‘Software as a Service” Model

Distribution is a tough industry. Everyday
new competitors start-up in your own
backyard. Margins are eroding. Costs are
increasing. New sales are harder to find
than ever.

SMP is set apart from the competition by
its “Software as a Service” or SaaS model,
providing hosted applications for CRM,
sales and marketing collaboration, as well
as e-marketing. We license our products
to customers, allowing them on-demand
access to Sales Management Plus and
MarketPro. This service model eliminates
the overhead of server purchases, regular
maintenance, dedicated IT staff, and
takes the burden of ongoing backup and
disaster recovery planning off of the
client. Our service model allows us to
handle all that for you.

Sales Management
Plus: Distribution-
specific CRM

SMP Mobile: Solutions
to bring your data in and
out of your office

DataView: Profiling,
analysis, meaningful
data and instant graphs

MarketPro: Rich
electronic marketing
campaigns designed for
distributors

ERP Integrations to
leading distribution
systems like Eclipse,
P21, Infor SX.e, Mincron
and more

Support and training
from a team with years
of experience in the
distribution industry

www.gosmp.com
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Sales and marketing is the engine that runs any successful distribution company. Yet,
it can be one of the most misunderstood aspects of the business to many CEOs and
others in the C-suite. Many sales and marketing leaders are unsuccessful in
articulating their specific contributions to enterprise value and corporate success
beyond their latest forecast. This SMP Green Paper was written for those sales and
marketing leaders who not only want to create new sales and drive revenue, but also
want to raise their game to executive-level standards.

What do distribution CEOs expect from their sales and marketing teams?
1. A system of steady, dependable revenue
2. A partner in the C-suite
3. Revenue accountability with alignment and execution in strategy

1. A System of Steady, Dependable Revenue

Running a profitable distribution business is hard and getting harder. New competitors
appear everyday, driving already thin margins even lower. New models involving big
box retailers, Internet e-commerce, manufacturers selling direct and other looming
threats like incursion of Amazon Supply have made every distribution CEO worried
about their sales forecasts. These CEOs are turning to their sales and marketing
leaders for answers.

Creating a system of steady and dependable revenue is no longer as simple as
creating a sales forecast based on historical data and seasonal demand patterns. How
many times have you faced these scenarios in the last 12 months?

* You lost revenue from a long-time customer because of an uncontrollable factor
like an acquisition, retirement, loss of a contractor contract, change in business
focus or financial difficulty

* Your forecast never quite seems to add up to 100% of goal and you become
overly dependent on closing large deals at the end of the month, quarter and
year

* You close the number of deals you forecasted, but price pressure dragged your
profit levels down

Too many distribution sales and marketing teams rely on historical performance and
brute force to meet their sales quota instead of building a predictable revenue
machine. What does a system of predictable revenue look like? We'll break it down
into two parts:

1. Building a dependable plan for revenue growth

2. Identifying sources of future growth
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Building a dependable plan for revenue growth

The difference between an executive-level leader and a run-of-the-mill manager is your
ability to conceive, communicate and execute a vision for revenue growth. Your CEO
expects you to be able to plan, track and measure revenue growth across all stages of
the sales and marketing funnel, not just the current deals in your pipeline. Could you
deliver the following information to your CEO if you were called into a meeting in the
next hour? Do you have a unique point of view to share or are you simply grinding out
deals?

As a starting place, we suggest building a framework for your team and in your CRM
system based on the basic wholesale distribution revenue formula.

DISTRIBUTION REVENUE FORMULA

MARKET

A

Size of Number of
Addressable Activities to
Market Earn a Prospect Close Ratio Wallet Leave Annually

Creating a system of steady and
predictable revenue growth.
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Market.

CEO Question: What is the size of your addressable market?

This is not simply a census count for your geographies or a count of businesses. This
is a count of the actual accounts that specifically fit your business model. The more
specific and targeted your customer profile is, the more predictable your plan will be.
How many mom and pop businesses do you plan to serve compared to larger
enterprises? How many walk-in counter sales do you expect based on your
geographies compared to larger bids and jobs? Are you growing your profiled lists
inside of your CRM system to keep up with the changing landscape?
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Touches.

CEO Question: How many interactions does it take to generate a qualified prospect with a
proposal or quote?

After defining your addressable market size, you need to know how many marketing
touches, events and sales calls it takes to develop a qualified prospect. Many
distributors track won and lost opportunities in their CRM systems, but can you predict
how many calls it takes to get to that point? To build a systematic plan for revenue
growth, you need to know how many touches you need to make in your markets. With
a good CRM system, it is an easy exercise to measure how many marketing activities
and calls were logged by each rep and geography and then calculate the results of
those activities. Tracking and measuring these activities also improves your execution
as you learn which activities are more likely to result in proposals and sales and thus
are good candidates for future marketing investments.

Close.

CEO Question: How many proposals turn into deals?

This is really where the rubber meets the road for the sales executive. Consistently
measuring your win-loss ratios gives you the ability to forecast near-term revenue
based on your current sales pipeline. You can determine which reps and which sales
behaviors lead to higher close rates and then train your other reps on those effective
behaviors to elevate close rates across your organization.

Share.

CEO Question: What kind of growth can you expect from your current customers?

Just because you have a pool of loyal customers doesn’t mean you can’t earn more of
their business. Very few customers buy all of their products from a single distributor.
By tracking customer profiles in your CRM system, you can determine which similar
customers should be buying similar or complementary products from you, but
currently are not. By approaching those customers with your full product line you can
increase your revenue from your current base.

Attrition.

CEO Question: How many customers will leave this year?

Even the best run organizations face attrition. While some attrition is a result of
missed opportunities, stock-outs or service errors, a lot of attrition is uncontrollable.
Our customers’ businesses have their own life cycles and they retire, sell off or face
financial troubles and we can’t count on 100% of our customers to give us their return
business. But by knowing your expected attrition rates, you won't be caught by
surprise at the end of the year when reporting results to your CEO.
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Identifying sources of future growth

Your CEO has a vested interest in where future growth is going to come from. As a
sales and marketing executive, you have a unique ability to understand the pains and
needs of you market and the customers you serve. That makes you an important
partner in revenue growth as you have access to data that allows you identify the most
profitable customer types and think of new ways to meet their needs.

Being able to anticipate and proactively answer your CEOs questions about sourcing
future growth makes you a trusted strategic partner.

CEO Question: What are new ways we can add value for our customers?

Every distribution organization fields new requests from customers and prospects
every single day. The difference between the top performing companies and the lower
performing companies in using this information lies in how they track and analyze the
information. Your CRM system should allow you to assign and track customer-related
activities that can include requests for new products, services and special stock items.
By analyzing these activities each month, you may identify new ways to better serve
your customers and add value.

CEO Question: What are the most important differences in our customer segments?
There are numerous ways to slice and dice your customer profiles and then compare
their patterns of behaviors: geography, size, industry, etc. Being able to articulate their
key behavioral differences is extremely helpful in identifying new areas of growth.

CEO Question: Which customers are our most profitable?

Bringing on new customers only makes sense if they are profitable. Tracking
information such as total profit, gross profit, gross profit by customer group, gross
profit by invoice and more allow you to identify which customer groups are the most
worthy of new sales and marketing investments.

CEO Question: What does It cost to acquire and serve our customers?

Customer acquisition costs are the costs incurred in bringing on a new customer. This
includes all sales, marketing and promotional spending as well as the appropriate
portion of labor and overhead dedicated to new customer growth. Tracking these
activities and expenses allows you to make better decisions about new customer
acquisition and customer lifetime value. When considering the cost to serve your
customer, you need to recognize that there is more than just product cost involved in
your profits. You need to consider how many lines per order your customers average,
what is there expected service level, average time to pay and more.
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CEO Question: What are our customers buying patterns (recency and frequency)?

Do you understand and can you articulate the differences in your customers buying
patterns? How often do your customers place orders (frequency)? How recent was a
customer’s last order? What drives some customers to place orders more frequently?
Higher volumes and more lines per order lead to more profitable customers, so being
able to identify the customer groups with healthy recency and frequency can lead to
new opportunities for profitable growth.

CEO Question: Are there tangential customer segments that we currently are not servicing?
A powerful strategy for future growth is to identify adjacent markets that don't cause
your current team too much of a stretch. The challenge is to find new products without
losing focus on your current markets. Can you identify new customer groups that fit a
similar profile or product need to your current customers?

CEO Question: How do we shape up against our competition? What is their next move?
You face competition every day. The most profitable distributors are tracking
competitive profiles inside their CRM system just as they would track their customer
profiles. When you know which competitors are involved with which customers and
markets, it makes it easy to swoop in when your competitor has a misstep and gobble
up new market share.

CEO Question: What is our current level of customer satisfaction?

Although they don’'t manage all aspects of customer service, marketing and sales
employees are typically responsible for measuring and reporting on customer
satisfaction. There are many ways to measure and track customer satisfaction, but
one simple method is simply to identify new marketing interest categories in your CRM
of “loyal,” “satisfied,” and “at risk.” This makes it easy for your marketing employees
and sales reps to create targeted lists based on satisfaction to run new campaigns
aimed at improving satisfaction levels.

CEO Question: How can we work more closely with vendor partners to gain market share?
Most vendors struggle collecting and analyzing end user information. This can make it
difficult to predict the success of new product launches and marketing programs. Your
ability to analyze customer segments and profile targeted lists for new marketing
campaigns can earn you the right to special promotions and new areas of
collaboration with your vendors.

For some hands on tactical sales approaches to growing revenue, we suggest you
refer to our SMP Green Paper, “Uncovering Hidden Sales Opportunities.”
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2. A Partner in the C-Sulte

Distribution CEOs are increasingly looking at their sales and marketing leaders as
partners in the C-Suite who can provide measurement and research into revenue
growth, profitability, EBITDA — the real drivers of enterprise value. In order to step up to
the challenge, you need to be sure you can:
» Speak the language of the distribution executive
* Proactively provide the right key performance indicators (KPIs) for corporate
sales and marketing performance

Speaking the Language of the Distribution Executive

Sometimes it seems that sales and marketing leaders speak in an entirely different
language than the other executives in the room; however, your CEO expects you to
understand, analyze and contribute to the real drivers of enterprise valuation.

Why is enterprise valuation so important? The market for mergers and acquisitions in
distribution is hotter than ever as many larger distributors find it more profitable to buy
their way into market share than to launch new initiatives on their own. Many
distribution owners are keen to maximize their exit valuations. In other cases, higher
enterprise valuations give your company access to capital for expansion into new
markets and product lines.

While it's important to be able to speak the language of sales and marketing,
translating your language into the language that is important to your CEO immediately
makes your efforts more relevant. Perhaps most importantly, shifting your language
shifts your focus from simple sales and marketing tactics to real business results and
helps you prioritize your activities toward those with the most impact on enterprise
value.

CEO Question: How do we drive EBITDA higher?

What is EBITDA and why are CEOs so concerned about it? EBITDA is an acronym that
stands for net earnings before interest, taxes, depreciation, and amortization. It is the
most common measure of a company’s operating profitability, health and enterprise
value. You will often hear distribution executives discussing “EBITDA multiples,” when
discussing their enterprise value. In other words, one way to value a company is to
assign a multiple of their level of EBITDA. A company with $50M in sales running at a
20% level of EBITDA with an eight-times EBITDA multiple would be worth roughly $80M
in enterprise value. So when you propose that next million-dollar idea, don't just pitch
the revenue gain. Talk about the fact that it is highly profitable and has a chance to
generate $400,000 in new EBITDA and increase the value of the organization by $3.2M.
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CEO Question: Can we demonstrate X% growth?

EBITDA only tells part of the story. What most investors actually do when calculating
the value of a company is to attempt to measure future cash flow in terms of today’s
dollars. That means the more consistent and predictable your growth rates are, the
easier it is to justify a particular valuation. Obviously, the higher the growth rate and
the more consistent the growth rate, the more valuable your company will be in the
long run.

CEO Question: How does this impact our velocity or turns?

Inventory turns are the number of times your company’s products are sold and
replenished in a certain time period. While there are some complicated formulae for
calculating turns, many executives will use a quick velocity measure of dividing the
cost of goods sold by the average inventory cost for a period of time. The higher the
number, the more liquidity, cash flow and profitability a company has. The lower the
number the higher the amount of capital your company has tied up in inventory. The
faster the turns, the greater the ability to generate cash.

Sales executives that understand turns can tailor their strategies to increase turns of
the entire product mix and limit the number of products that are less profitable
because of a lack of movement. Turns and velocity can show your executive team how
productive your sales team really is.

Providing KPIs for Sales and Marketing Performance
It is surprising how many sales and marketing executives cannot answer the simplest
of all hallway questions:

CEO Question: How are things going?

The reason that many executives struggle is that it is difficult to get data out of their
systems. With the right CRM system, you can have access to important information at
the push of a button.

While there are numerous KPIs you could report and a lot of analysis you could
conduct around sales and marketing performance, we're going to provide examples
based on the basic revenue formula that would matter to your CEO. Your CEO wants to
hear leading and lagging indicators—where are we going is as important or more
important than where have we been. By having these at your fingertips, you will never
struggle in a hallway conversation again.
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Addressable Market

o Lagging: What percent of the current customers and prospects in our
CRM database placed orders with us this month, quarter and year? Is this
number trending up or down?

o Leading: How many companies and contacts did we add to our CRM
database this month, quarter and year? Based on previous performance,
what does that growth tell us about future sales growth?

Touches

o Lagging: How many activities, calls, emails and tasks did your team
complete?

o Leading: What percentage of those activities resulted in quotes and
proposals?

Close

o Lagging: How many deals did we close? What was our revenue and gross
profit on those deals? What percentage of proposals and quotes turn into
revenue?

o Leading: What does the current pipeline look like? Is it growing or
shrinking? How is it tracking against current revenue and profit growth
goals?

Share

o Lagging: Which competitors were involved in which accounts? Did your
“customer report cards,” indicate that customers are buying more or less
from you?

o Leading: Which customers have we identified that should increase their
spend and mix of products with us based on the behaviors of similar
customers?

Attrition
o Lagging: What is our most recent rate of customer attrition?
o Leading: How have we improved customer satisfaction?

3. Revenue Accountability: Alignment and Execution In
Strateqy

The best plans and corporate strategic focus will not matter to your CEO unless you
can prove you can execute month after month on your revenue targets. To create a
culture of continual success and improvement, you need to:

Align sales and marketing

Execute plans with accountability

Analyze results

Coach your teams through necessary adjustments

10
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Align sales and marketing

Your CRM system is your most powerful ally in aligning your customers facing teams,
not just sales and marketing, but service and support as well. But when it comes to
revenue accountability, aligning sales and marketing is critical to your success.

Using a CRM solution that is built specifically for wholesale distribution means that
you have a system that is fully adaptable to your own processes. Your ability to create
and executive aligned programs is even more effective because the data you will use
comes directly from your distribution ERP system and can be focused on particular
customer and product groups that matter to your sales reps.

How many times has marketing run a campaigns that they feel are successful in terms
of attention and response, yet your sales reps still lack “hot” leads? If marketing and
sales are working from different sets of data, this problem will never be solved. But
when sales and marketing meet using the same data, they can work together on
various promotional activities that result in real revenue.

Instead of marketing running disconnected campaigns and throwing cold leads over
the wall to sales, marketing and sales become part of the same process with the ability
to nurture leads with email campaigns, help qualify leads, send new marketing
information to the right prospects and help support proposals, negotiations and
closes.

Execute plans with accountability

One of our key tenants at SMP is “Your sales reps will respect what you inspect.” That
means you need to track and measure their activities inside of your CRM system. To
keep your sales reps accountable, you must require them to track their activities.

There is always a gap between what you ask your reps to do and what they actually
do. Real life gets in the way of your plans. Typically, this is not a result of sales reps
simply ignoring your instructions. Your reps are trying their best, but often get
distracted by large deals, service issues and more.

By assigning, tracking and measuring specific sales and marketing activities month
over month, you will establish accountability in all areas of your revenue plan.

Analyze results
Now that your sales reps are keeping track of their activities inside of your CRM
system, what should you measure and analyze? Every distributor focuses on different

11



WHAT EVERY CEO EXPECTS FROM SALES AND MARKETING

sales management plus

priorities in their business, so we'll outline some suggestions for you; however, realize
that these are simply starting points. You need to track and measure the things that
work for your company, product lines and management style. Fortunately, a
distribution-centric CRM system gives you the flexibility you need to run your business
in a way that makes sense to you.

Total Revenue: Most distributors will start their analysis with total revenue by rep,
geography product line, customer, and more. This is important at a high level, but it is
limited when you consider that not all reps have equal territories or product lines and
not all customers have the same growth potential. But measuring total revenue growth
is a starting point for analyzing the effectiveness of your programs.

Activities: To keep sales reps accountable, every call, meeting and activity should be
logged in your CRM system. Setting activity goals helps you keep your reps
accountable in this regard. It also helps you identify training issues. If their activities
are at an acceptable level but their revenue and close rates are low, you don't have an
issue with their work ethic, you have an issue with coaching. They are doing the work,
but they need help understanding how to do it better. Your CRM system allows you to
keep track of activities without committing to a lot of time micro-managing. You will be
able to run push-button reports to have meaningful discussions with your reps rather
than digging through call data.

Close rates: Measuring close rates can tell you little bit more about the relative
success of each of your reps. It can also tell you something about the effectiveness of
your marketing programs. Many distributor sales managers will look at closing rates to
compare the effectiveness of different reps. How many proposals and quotes end up
as revenue? Yet, most do not consider analyzing their marketing programs in the same
way. You can track your marketing programs through to close in your CRM system so
that you can identify which marketing programs result in more closable leads.

Size of order: Unless you are in a business with unusually high per-line service costs,
the more lines per order, the more profitable you are. Which reps are able to ask for
that extra line? Which reps are using your customer report cards effectively to identify
other products that your clients should be sourcing from you?

Forecast accuracy: The ability to accurately forecast revenue is one of the most
important skills to your CEO. Measuring each rep’s pipeline and forecast against actual
revenue will identify areas they may need help with in training and coaching.

12
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Coach your teams through necessary adjustments
Even the best sales managers struggle coaching their teams. But a CRM system helps
you create and maintain the processes you need to coach your teams to new success.

Start by outlining the specific elements of your sales cycle. Every distributor has a
unique approach to sales, but all of your customers at some point heard of your
company for the first time, decided to make a purchase and then became loyal to your
business. How will you measure those stages and track the behaviors that result in
success so you can help your entire team mirror those successful behaviors?

Next, deploy the marketing and sales plays that help move prospects along the cycle.
Be sure your entire team has easy access to the variety of assets at your disposal—
emails, elevator pitches, talk tracks, call scripts, brochures, demonstrations—and make
sure that these assets are deployed consistently. Your CRM system helps you get the
right message to the right prospect at the right time, making all of your reps more
successful.

Finally, focus on constant improvement by tracking the stages, activities and success
rates of your marketing programs and sales cycles. Compare the behaviors of your top
reps to identify common elements of success. Then help move those behaviors into
the playbooks of your lower performing reps and territories. This will create continued
success in all of your teams.

CEQO Question: Are You Executive Material?

Perhaps the most important question your CEO will ask has to do with your ability to
contribute to their company at the highest level. Here is a quick action summary that
will help you rise to their tough expectations. Of course, this plan assumes you have
the right technology in place. If you do not have a distribution-centric CRM or are not
familiar with the best ways to use your CRM system, you should first spend some time
investigating new technology or training options.

1. Develop and share your vision for a system of steady and dependable revenue.
Your CEO is looking to you for answers to their toughest revenue issues. We've
given you a basic revenue formula as a starting place. What levers can you pull
to immediately impact growth and identify future growth. Give your CEO
confidence that their revenue goals are secure.

2. Learn the language of the distribution executive. If you want to move into an
executive position, you have to show that you are more than just a sales
manager and good closer. You have to understand, analyze and contribute to
the real drivers of enterprise valuation.
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3. Establish a cadence for sharing important sales and marketing KPIs with your
team. Fortunately, with a solid CRM system, getting the information you need is
as easy as clicking your mouse. You will always be prepared with insights and
answers to tough questions.

4. Create revenue accountability, alignment and consistent execution on your
teams by tracking and analyzing the activities and behaviors that lead to
success. Then coach your teams to constant improvement by replicating
successful behaviors across your teams.

About SMP

Durable goods distributors deserve powerful, efficient and integrated sales
management software built to save time, increase sales and optimize their sales and
marketing efforts. With more than ten years of proven success in the distribution
industry and integrations to all of the leading distribution software systems, SMP
understands your unique needs and opportunities.

We believe distributors need a sales management system that:

» Leverages proven sales and marketing techniques from the best-in-class
companies in the distribution industry.

* Integrates easily with distributors’ legacy and new business system platforms
like Eclipse, Prophet 21, Mincron, Infor SX.enterprise, Array and others.

* Provides powerful tools that help distribution sales leaders to categorize sales.

e Combines real-world distribution experience with advanced cloud-based
technology.

* Provides comprehensive solutions to sales, marketing and customer support.

Most importantly, we're distributors just like you. We didn't set out to build the typical
kind of CRM system that forces you and your team to adapt to our processes—we set
out to build a system that would match distribution best practices from your first day
of installation. No other sales management system integrates directly to your
distribution software system to gather data, provide actionable analysis and help you
create specific sales and marketing plans that lead to growth. We understand how you
run your business—from identifying and reaching potential customers all the way to
post-sales follow-up and customer marketing.
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