Creating Value with

Inside Sales

Most distributors don’t view their inside sales team as a proactive
sales force. It’s relatively rare for inside sales reps to make out-
bound calls to generate more business or to employ active selling
techniques. In fact, in a survey, nearly two-thirds of distributor
respondents told Distribution Strategy Group their inside sales
force spends less than 25 percent of their time proactively selling.
That means they are spending most of their time processing
orders and returns, providing technical support, managing inven-
tory or tracking orders. In fact, most distributor inside salespeo-
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ple are actually playing the roles of customer service reps and
don’t have the skillset for a more proactive role. As a result, these
distributors are losing out on significant bottom-line benefits and
shareholder value. Time and again, we’ve found that training the
right people with the right skills to execute a proactive inside
sales approach not only boosts sales per customer, but saves
distributors money. This report shows how proactive inside sales,
combined with an omnichannel strategy, can create real value for
shareholders in a distribution company.

Identifying accounts: When we talk about small or mid-sized accounts, we’re referring to their spend with an individual distributor,
not their total revenue size. When targeting accounts, consider both current spend, as well as potential for growth. If they are large
in size, but only purchase one category from you, they may be a target for a proactive inside sales program.

Areas of Opportunity
EXAMPLE Contacts/Day Contacts/Year  Avg Annual Salary Avg Cost/Contact
Field Sales 3-4 750-1,000 $100K $100-$133
Proactive Inside Sales 20-25 5,000-6,250 $60K $10-$12
(Outbound Calling)

Prospecting: To cultivate new customers, distributors start with
leads. Many distributors will then hand those not-always-qual-
ified leads over to their outside sales force to follow up on. The
result? Too many distributors are devoting one of their most
expensive resources — outside salespeople — to an activity that
may produce the least return. A proactive inside sales rep can
increase the return on that investment, with a cost of sales 25%-
30% lower than that of a field sales rep. The most compelling
reasons boil down to simple logistics: Between visiting existing
accounts, a field salesperson can reasonably make three or four
new-business calls a day. Conversely, an inside salesperson
sitting at a desk can easily make 20 contacts on that same day.
On a cost-per-contact basis, prospecting through inside sales
means significantly less expense. Based on the sample scenario
on the next page, using inside sales to make outbound calls
costs 33% less to reach more than 6 times the contacts a year.

Nurturing: As part of the proactive inside sales team’s role, nur-
turing customer relationships can be effective at every phase of
the lifecycle, from welcoming new customers to making mid-

sized existing customers feel valued. Here are two examples:

> Customer Retention: Followup by an inside sales rep is not
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just a courtesy. It can be a profitable move that can both pro-
tect and grow wallet share with customers. For some distribu-
tors, an annual increase of 1% in customer retention over each
of 10 years results in a 20% increase in annual earnings.

> Growing mid-sized accounts: It’s easier and more cost-ef-
fective to grow an existing customer than it is to get a new one.
One of the highest-return activities an inside sales team can do
is to grow mid-sized accounts with potential. If an outside sales-
person has an account base of 50-75 accounts, chances are
they are not paying attention to the accounts on the bottom of
their list, spending close to three-quarters of their time on their
10 biggest accounts. Without those touches, these customers
will either continue ordering what they always have, or they will
be picked off by the competition. A proactive inside sales force
can focus on growing these accounts, connecting with cus-
tomers to better understand their needs so they can cross-sell
or upsell other products and services that could benefit them.
These acorns could either grow into large field sales accounts,
or solid and profitable inside sales accounts that still benefit the
organization. Distribution Strategy Group has seen mid-sized
customers represent opportunities for double-digit growth within
timeframes of six months or less when they become a focus.
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Sample Company Return on Investment: Proactive Inside Sales

The following has been created to detail financial results expected from a move to a
proactive inside sales strategy by a distribution company. The results in this report are
based on projected costs associated with a project over a five-year period.

Results

Conservative annual growth rates for a proactive inside sales
program are: Year 1: 8%; Year 2: 12%; Year 3: 13%; Year 4: 14%);
and Year 5: 15%. This results in overall growth of the following:

Inside Sales
Payback Period (Years) | 0.85 Customers: 450
Net Present Value $213,243 Revenue:
$10M
Annual Total Cost of $202,875 Gross Marain:
Ownership gin:
: 25%
Revenue Lift $6,450,000 Gross Profit:
Gross Profit Lift $1,612,500 $2.5M
Cost of Marketing $1,009,036 Avg. Customer
Net Marketing Lift $603,464 Size: $22,222

Annual Benefits:
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Customers: 4,000
Revenue: $100M

Gross Margin: 25%
Gross Profit: $25M
Average Order Size: $250
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The Bottom Line

Most distributors don’t realize the pot of gold they have within
their mid-sized customer base. Many of these customers have the
potential to grow. But because sales resources are usually directed
at larger customers in the short term, this potential is not real-

ized. This makes the creation of a proactive inside sales force an
opportunity to create significant shareholder value for a distribution
company. Using customer segmentation and an integrated sales
and marketing approach, distributors can focus on those custom-
ers most likely to generate more revenue. This does not mean they
are abandoning field sales. On the contrary: They’re shifting their
focus so field sales can have a greater impact.

Distribution Strategy Group works with distributors to grow sales
of mid-sized customers with high potential, including training a
proactive inside sales team to better identify account potential
and prospects through the use of probing questions and relation-
ship-building techniques. We show how inside sales can uncover
hidden needs and use products, services and capabilities to
address them. Contact Distribution Strategy Group today to learn
more.
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Not All Accounts Are Created Equal

The returns presented in this report are the result of a stra-
tegic approach to selecting and targeting the right accounts
for growth through a proactive inside sales force. Not all
mid-sized accounts should be targeted. In fact, distributors
won’t see the return they are seeking if they select accounts
that are too small or don’t have the potential to grow. Many
distributors have “house” accounts that either don’t have
this potential or are already at their maximum revenue. These
accounts are not the best targets for a proactive inside sales
program. Consider these figures for the same company in
our primary scenario, but with a lower average customer size:

Sample Small-Account Inside Sales Scenario

Gross Profit: $1.25M
Average Gustomer Size:

$11,111

Customers: 450
Revenue: $5M
Gross Margin: 25%

Payback Period (Years) 5+

Net Present Value ($70,789)
Annual Total Cost of Ownership $202,875
Revenue Lift $3,225,000
Gross Profit Lift $806,250
Cost of Marketing $1,009,036
Net Marketing Lift ($202,786)

distributionstrategy.com

303-898-8636

1195 Linden Ave., Boulder, CO, 80304-0744

Distribution Strategy Group brings unparalleled distributor
marketing expertise from our time as successful executives,

advisors, and implementers with MRO and OEM distrib-
utors of all sizes in a variety of market segments. Based

on real results that we have achieved in the distribution
market, we strike the right blend of strategy, execution, and
measurement to transform your marketing department into

a profit center.

The data and analysis in this report are the property of Distribution Strategy Group. Do not copy without permission.

DISTRIBUTION
STRATEGY [EXT



