Sales Forecasting: Art, Science or Fiction!

If you're in the technology business, sales forecasting is a fact of life. Every
week, month and quarter you're asked to stare into your crystal ball and
predict / forecast how the world will unfold.

A lot’s been written about whether sales forecasting is art or science, but
not much has been said about all the uncertainty or Fiction that makes its
way into the sales forecasting process.

There is no dropdown selection in Salesforce.com called Fiction......
Commit, Forecast, Best Case, Probability but no Fiction.... There should be!

It turns out that in technology we sell to many different customer segments
or sectors, which all have different dynamics when it comes to trying to
predict when customers will buy.

To steal a line from a Farmers Insurance commercial, “I know a thing or
two, because I've seen a thing or two”.



Over the course of my 30-year sales leadership career, I've probably done
over 3000 sales forecast calls. The math is pretty simply.... 30 years x 2
forecast calls a week (one with my team and one with my boss) = @3000
forecast calls. And that doesn’t include the two a week calls (or two a day
forecast calls) at the end of a tough quarter. But you get the idea, I've been
asked to predict the future a lot!

Surely forecasting in the SMB, Cloud, Commercial, Public sector and
Enterprise segments or sectors can’t all be the same. And if you're a sales
leader that owns more then one of these sectors, you're forecasting job gets
exponentially more difficult.

Let’s quickly explore the different market sectors and how sales forecasts
get built using a combination of Art, Science and yes at times, Fiction.

In the SMB sector it’s really all about the math. Pipeline size x Close ratio
gives you pretty good idea about how your customers and prospects will
behave during any given quarter. There’s good science here and lots of
historical data to help you understand the past, and so, predict the future.

And if your business is of a reasonable size, you’ll have lots of transactions
that make up the pipeline, so no single deal will throw off the math and kill
your forecast.

Generally, the decision-making process inside an SMB account is straight
forward and sellers usually have direct access to the person making the
buying decision.

I would often tell my SMB sales leaders to “Trust the Math”, it’s the best
predictor of how your forecast will roll....

The new challenge in this space is the impact the Hyper Scale Cloud
providers (Amazon, Google, Microsoft) are having on the SMB market. It
turns out SMB customers have been early adopters on the journey to the
cloud, so even the SMB business is getting tougher to call these days.

In the Service provider or SaaS space forecasting is also scientific. At the
start of every quarter a SaaS provider has a lot of recurring revenue that
gets brought forward, so the sales forecast is really a combination of



recurring revenue coming into the quarter, plus new revenue. Not easy, but
more science then art for sure.

As you get to the Commercial and Public sector segments, life gets more
interesting. Both these markets are generally characterized by deals I would
call singles and doubles. Yes, there are home runs here, but most of the
transactions and small to medium in size and while the deals are more
complex then in the SMB space, it’s still easy to get access to power inside
the accounts to find out what’s really going on and determine when deals
will close.

I'd say forecasting in these sectors is a combination of Art and Science.
Science for the smaller deals that make up most of the sales forecast, and a
bit of Art trying to predict how the bigger deals will go in any given quarter.

So far so good....
That is until you try to predict the future in large complex Enterprise deals.

Enterprise sales campaigns are much more complex and multithreaded
then any other sector. Lots of decision makers and influencers in both the
technical and economic/political selection processes.

The Harvard Business Review did some interesting research some time ago
and concluded that the number of decision makers in an account has a
direct impact on the timing of a purchase decision as well as whether a
purchase will happen at all. The math here is not very forgiving and if you
live in this space, you know what I mean (the more decision makers, the
harder it is to get everyone to agree and make something happen).

Just before we go into some forecasting recommendations in the Enterprise
space, lets circle back and look at how forecasting is actually done in most
technology organizations.

Today most vendors use some sort of CRM (customer relationship
management) software most often Salesforce.com to manage their sales
funnel and forecast.

Every week reps are asked to make sure their sales funnel data is up to date.
They’re asked to include all their deals and using a combination of deal size,



probability and sales stage, submit a sales forecast that predicts what the
week, month and quarter will look like. They’re asked to Commit a number
and draw a line in the sand for their boss.

Now the world is made up of lots of different sales professionals. Some are
happy to provide insight into their territories and funnel, while others will
go to great lengths to hide the wennie.

Some reps are experienced and very close to their customers, while others
may be new to the game or sell mostly though channel partners and don’t
have a lot of interaction with the actual end users placing the order.

To make matters even more confusing, some organizations don’t have crisp
definitions of what a Commit, Best Case, Upside or Pipeline deal is, so
there’s lots of room for interpretation or Fiction (that word again) in the
forecasting process.

Once a week, sales leaders get their teams together to go through the
forecast. It seems like forecast calls are always a rushed affair.

Sales reps need to summit their forecasts by a certain time and day each
week, which then rolls to a sales leader who vets the forecast, tunes it up or
down, and sends it up the line to a regional or area leader who does the
same thing. Reviews it, tunes it and passes it along.... Most people along the
chain tend to be conservative and hedge their call down...just to be safe.

Some leaders won’t Commit a deal until they have a PO, while others don’t
have enough pipeline, but don’t want to lowball the forecast, especially
early in the quarter. So, they use Hope as their primary forecasting strategy
to keep their boss off their back.... At least for a while.

Senior sales leaders usually make matters worse. At the start of the quarter
most senior leaders expect their teams to call goal, and then go figure out
how to make it happen.

By the time the forecast rolls up to the Top Dog, he or she doesn’t like the
number much at all and applies their own best judgement (senior
management code for Fiction) .... which is neither Art nor Science since
they are a long way up the chain from where the deals are actually getting
done.



Depending on the number of layers in the organization, and time zones
covered by the sales teams, the whole weekly sales forecasting process is a
stressful, hurried exercise that is generally no fun at all, especially if the
forecast it not rolling up as expected.

Feels like a big game of broken telephone. And this whole process goes on
almost 52 weeks a year!

So much time on forecast calls is spent going through the numbers and
“Reporting the News” that there is usually very little time left to strategize
on the big deals and figure out how to “Make the News” happen!

While there are a lot of moving parts, the biggest risk to the forecast is not
actually all the hands that touch the forecast, but the Big Rocks that make
up the forecast. These are the big deals that can make or break a forecast.

So, if the forecast review call is not the time to drill down into the big deals
and crawl through them with the attention they deserve, when do sales
teams inspect their big deals and really figure out how to win them. Surely
there must be some focused, structured approach that most all sales leaders
use to inspect and review the big deals that move their forecast the most.

Having completed over 3000 forecast calls and having just done a bunch of
market research, I can tell you that MOST sales leaders don’t have a
structured, repeatable process to inspect their Big Deals.

Instead, they grab time here and there while travelling with their reps, or
on the phone at the beginning or end of their day, trying to get close to the
deals that matter most.

Without a formal, structured inspection process that ensures the sales team
cover all their bases and all the key decision makers and influencers in their
large complex enterprise deals, the forecast is always a combination of Art,
Science and Fiction.

So how can sales teams improve the accuracy of their forecasts and take
some risk out of the whole process.

I've seen great sales team focus in three critical areas:



1. The first is building more sales pipeline. Lots and lots of it. I believe
most sales team need 3 — 4 times their quarterly goal in sales pipeline
at the start of the quarter. A little less in the SMB and SaaS space, but
over time I’ve seen that teams with less then 3 times their quarterly
goal in pipe, struggle quarter after quarter. Deals, especially poorly
qualified deals that haven’t had any oversight or inspection tend to
slip and don’t hold up over the course of the quarter

2. The second is Salesforce.com hygiene. First line sales leaders need to
spend time in their CRM tool ensuring their reps are using the tool
and keeping it accurate. Most reps hate it, but it’s the only way to hold
teams accountable for what’s going on in their business.... Another
little secret. If the sales leader won’t use the tool effectively, neither
will their team.

3. The third and perhaps most impactful thing sales leaders can do to
improve their sales forecast is to spend more time focused on helping
their teams win more of their Big Deals. Big Rocks move the sales
forecast. Winning them is critical to the team’s success and without
the Science of running complete sales campaigns and the Art of
persuasion required to win over customers and prospects, what’s left
is a lot of Hope and Fiction making its way into the Enterprise portion
of the sale forecast.

So is sales forecasting Art, Science or Fiction.... You decide, then go do
something about it!

Technology, always changing, always evolving.... It’s the life we choose.
Great Sellling Jeff
PS. I've just written a Special Report on Increasing your Big Deal Win Rate

and your Forecast accuracy ...Top 10 questions you should be asking (but
probably aren’t) to ruthlessly qualify and then WIN more of your Big Deals.



https://salesgrindersonly.com/special-report/
https://salesgrindersonly.com/special-report/

