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			Introduction

		

		
			A lot has changed in the 14 years since I started working at Salesforce as a product manager (there were only four of us on the team at the time). In 2002, Salesforce was a classic startup, but was already exhibiting signs as an outlier.  We were closing our second year of revenue at the time − rocketing from $5 million to $22 million. In my first month on the job, I was amazed at how such a young startup could operate and behave with the discipline needed to handle this growth.  Sales, marketing, and operations were mature and efficient machines.  Over the years, I have tried to help other startups understand what we were doing, how we were doing it, and more importantly — why we did it the way we did. I was keenly aware that we were pioneering not only a new technology model, but also a new business and philanthropic model as well. 

			This book is dedicated to you — the startup SaaS entrepreneur. Those of you who collectively have or are changing the world.  That change is manifested in the core distribution and consumption model of what we do — software as a service (SaaS). In the early years, I would learn from Tien Tzuo (my boss at the time) about the paradigm shift that we were evangelizing. The move to a subscription-based business model, with all of the requisite changes needed to market, sell, and support that service.  

			In the early years at Salesforce, I can remember Marc Benioff’s fanatical cry about customer success as our number one value, which gave rise to the newfound role of customer success manager. At the time, we were just starting to understand the dynamics of contract renewals and managing churn.  The epiphany came when we understood that our investment in the success of our customers had a direct impact on our renewals number. This was not an expense for the company, it was a cost of sale. The important shift from annual contract value (ACV) as a key metric of sales success, to total lifetime value (TLV), allowed us to unlock second-order revenues from our customer base and helped to dramatically reduce churn.

			This was but one of the many nontraditional business strategies that Salesforce employed to become the undisputed leader in enterprise SaaS.  This book is meant to provide you with key learnings from industry luminaries and experts.

			It was only later, while managing the AppExchange Incubator in Silicon Valley, that I would start to catalog some of our sales and marketing plays in order to share them with our cohort companies. We would invite guest speakers from around the company, to come in and share their knowledge and experience with these early-stage companies.  This effort then formed the basis of our enablement track that we provided to our AppExchange partners, where we ran workshops on sales and marketing to help them get the fundamentals right as fledgling SaaS companies. It was only after we launched the Salesforce for Startups  program last year, that I finally had a compelling reason to compile this information out to our ecosystem membership and the startup community at large.

			This book is very much a compendium of topics related to building a great SaaS company. It is meant to provide the reader with a fundamental understanding of the underlying business model of SaaS, as well as key go-to-market plays that will help to guide you and your growing company. 

			Our journey begins with an analysis of the business paradigm shift itself − the shift to the subscription economy.  Tien Tzuo is credited with coining this phrase, and was lecturing on this topic at the Stanford Graduate School of Business almost 10 years ago.

			We will then get some insights into what it looks like to build a high- growth and sustainable SaaS company. Jason Lemkin will test our understanding of what it really takes to make it as a SaaS founder, followed by Tien providing his summary of what the arc of success looks like for the SaaS startup, from founding to $10 million in recurring revenue.

			Next we will touch upon product/market fit and positioning.  Aaron Ross gets to the heart of it when he poses the question, “Are you a nice-to-have?” He posits that targeting the needs of your customer is an ongoing activity and cites some great examples to help you understand enterprise buyer dynamics. Judy Loehr follows this up with the immense practical experience she brings to the topic of company and product positioning. She provides us with a sound framework to develop our company positioning with some clear exercises to help us put this into practice.

			The next part of our journey moves into the execution phase of sales and marketing. Elay Cohen gives us a great summary of the core elements needed to empower your sales team to be aligned on messaging and supported with well-designed playbooks that will help them win.  He also touches upon the importance of defining an onboarding methodology and program to support the growth that comes with your sales success. Mike Wolff, currently SVP of SMB sales at Salesforce, has developed a unique formula for building a sales team that makes sense in today’s business software landscape. He shares his current approach on building and managing a sales team with us, based on a “hub distribution model” and specific strategies on how to segment your market for growth. In the final part of this section, we get to hear from Melinda Gonzalez, one of Salesforce’s original customer success managers. Melinda enumerates a three-point plan that will help to guide you in the development of your own customer success strategy.

			The last three chapters of the book are devoted to the practical needs of the earlier-stage startup. We hear from two colleagues who have worked together at both Radian6 and then at Salesforce. Greg Poirier helps us understand the need and use for CRM as a key driver for early-stage startup success and growth.  He introduces the topic of content marketing as a critical tool for lead generation and sales, and later follows this up with key plays that can be implemented in your CRM solution. Amanda Nelson gives us a play -by-play tactical guide to content marketing, with the focus being on “filling the funnel” with quality leads.

			I hope that you will enjoy hearing from these recognized experts in SaaS and take away key learnings that you can apply to your business today. So turn the page, and let the journey begin!

		

	
		
			Chapter 1

		

		
			Subscription Economics: How Recurring Revenue Changes Everything

		

		
			By Tien Tzuo

		

		
			Tien Tzuo is widely recognized as one of the original thought leaders in the software-as-a-service (SaaS) industry for the critical role he played in defining the service and business models that helped Salesforce become the most successful enterprise SaaS company in the world. In 2007, Tien left Salesforce to start Zuora, a company devoted to solving the complexities of running a subscription-based business. As Zuora’s CEO, Tien has not only built one of the fastest-growing SaaS companies around, he’s also evangelized the shift to subscription-based business models across all industries — coining the phrase “subscription economy.” All SaaS founders need to be grounded in the fundamentals of building and running a subscription business. Subscription economics is all about understanding what the new metrics of success are, as well as the business drivers needed to achieve success.

		

		
			Congratulations. If you’re reading this book, you’ve put yourself in the right place at the right time. The business landscape hasn’t seen changes like this since the Industrial Revolution. Huge opportunities lie ahead, it’s just up to you to grab them. 

			What are these changes I’m talking about? We all recognize that over the last 15 years, software as a service (SaaS) has become the dominant model for distributing and consuming software. Who wants to own software, and also deal with the headaches of buying it, installing it, backing it up, upgrading it, and getting calls in the middle of the night when it breaks? Once you try Salesforce, there’s no going back to Siebel.  

			But while most people think of SaaS as strictly a technology vehicle, it’s given rise to a far more fundamental change — the birth of a new business model: subscriptions. When we started Salesforce in 1999, we realized that we weren’t selling products anymore. We were asking companies to subscribe to a service we were creating. But here’s the thing, today, in 2016, this business model isn’t limited to just SaaS — you’ll find it actually applies to nearly every part of your life. To better understand how this is happening, let’s take a little walk through history.

			The Industrial Era and the Tyranny of the Margin

			For essentially the entire 20th century, we lived in a product economy. Companies designed, built, sold, and shipped physical things under an asset-transfer model. Business was about inventory, shelving, and cost-plus pricing. The relationship between buyer and seller was based on discrete, often anonymous transactions. The sign by the cash register summed it up: All Sales Final. Early retail pioneers like Sears and Macy’s had minimal insight into who was actually buying their products, let alone how they were using them. 

			When Henry Ford’s first moving assembly line went into operation in 1913, it was really just an extension of manufacturing principles first put into place during the Industrial Revolution of the 1800s. The assembly line wasn’t just about maximizing efficiency through discrete, repetitive tasks, it was a metaphor for how a company’s product can dictate its supply chains, manufacturing processes, distribution channels, and management layer. 

			The product was the only governing principle — it organized everything across a perfectly straight line. The actual people involved in making, buying, and selling the product were entirely disposable. The result? All this relentless efficiency dropped Henry Ford’s cost per unit precipitously, allowing him to flood the market with cheap, yet durable cars. Model Ts only came in black because with one automobile coming off the line every three minutes, that was the only color that would dry fast enough. 

			It’s difficult to overstate the power that big post-war corporations had in America. They organized themselves around strictly delineated product divisions and didn’t have to answer to anyone. There were no call centers, no customer service reps, and in many cases, no returns. This model didn’t work particularly well when it came to customers like you and me, but it shipped units and kept boardrooms happy.

			Fast-forward a few decades, and the emergence of Oracle enterprise resource planning (ERP) systems in the 1980s only exacerbated this problem. Their systems did a good job of measuring operational efficiency — raw materials, inventory, purchase orders, shipping, and payroll — but did a lousy job of measuring actual customer experience. To a fault, companies tend to manage what they can measure, so executive teams became hopelessly product-focused, both organizationally and strategically. 

			This decade also saw the ascendance of supply chain economics. The goal was to match supply and demand with the least inventory possible. It was nirvana for engineers and management consultants, who were threatened by the new electronic products and efficiencies coming out of Japan. “Just in Time” inventory meant that warehouses full of stuff just sitting around were the ultimate enemy. “Total Quality Management” meant that the work of improving processes was never over. Michael Dell built an empire based around these disciplines, as did many other eager entrepreneurs during the era. 

			Then, in the mid-90s, corporate America woke up to the realization that all this relentless focus on productivity was coming at a cost, namely, the relationship between vendor and customer. The customer was a complete unknown, a receptacle at the end of a distribution chain whose sole purpose was to consume the products companies made. But as it turned out, many of these new consumers were having difficulty getting their new products to work. And how did corporate America discover this? Their receptionists were getting angry phone calls. So what did the big companies do to address this problem? They set up customer service departments. 

			In a knee-jerk attempt to solve the problem, companies built yet another vertical silo. They launched market services, technical support lines, warranty contracts, and maintenance groups. The customer had truly arrived and now she had her own department. And that department was located way down at the far end of the supply chain, just past the loading dock.

			For what it’s worth, all the major MBA programs were just as widget-obsessed (at least mine was). I was taught that the fundamental goal of business is to create a hit product. Then, I had to sell as many units of that product as possible, thereby spreading my fixed costs over as many units as I could, so I could compete on the all-powerful margin. All I had to do was deploy SAP better than everyone else. It was all completely worthless advice.

			The Shift to Monetizing Relationships

			As the eleventh hire at Salesforce, I was privileged to be able to help build not just a new kind of customer relationship management (CRM) system, but a whole new approach to enterprise applications. Many of us early employees had become disillusioned over the state of the enterprise software industry. As we approached the turn of the century, companies like Oracle, Siebel, and others were creating a needlessly complicated product that was sold by a mercenary sales force and promoted by a parasitic systems integration industry. Everyone made money. Everyone, that is, except the customer. 

			At the same time, we looked on in wonder at this new experience being introduced by the Internet. This is what we wanted, to build a new kind of user experience, where using software would be as easy as buying a book on Amazon. But as we got into it, we realized this required us to change our whole way of thinking. We had to reevaluate the whole purpose of a software company, changing the fundamental question from, “How many products can I sell?” to, “What does my customer want, and how can I deliver that as an intuitive service?” It wasn’t just about shifting units anymore. It was about growing and monetizing a dedicated customer base. 

			What about the SaaS model forced us to think of customers? Sure, technology drove us to offer our product over the Internet. After all, the vision was as easy as buying a book on Amazon. But that required us to think of what we did as a service, something that people subscribed to, and that forced us to put ourselves in a position in which we were always working to please the customer. All of a sudden, we cared less about what product features sounded cool, and focused instead on what customers were using and what they actually needed.

			As a result, we didn’t start with a list of impressive-sounding product features. We started with lots of questions. Marc Benioff was like a one-man consumer survey operation. His pitch meetings were more like focus groups. He was constantly peppering his prospects with questions so he could engineer a killer product. 

			The Subscription Economy

			Over the past decade, the Internet, spread by mobile technologies, has forced more and more businesses to start thinking the same way — to take a customer-first mindset. Amazon, Netflix, and Zipcar all reinvented what they did as a service. They tracked customer preferences, tailored their offering to individual needs, and always favored the long-term view of creating lifetime customer value. The focus shifted from the transaction, to the customer. So instead of selling static products that evaporated after checkout, along with their customers, they could offer ongoing services that resulted in smart, responsive relationships. 

			Running on a subscription model, they could offer lower upfront costs, continuously improve their offering, and learn way more about their customers through usage and behavior analytics. The customer was no longer the ghost in the ERP. 

			Today, everything is moving to a subscription economy. Media, transportation, agriculture, health care, consumer goods, education — companies have woken up to the fact that people want outcomes, not ownership. They want customized experiences. And they want continuous improvement, not planned obsolescence.  
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			One simple but effective way of looking at this is that companies have started to sell outcomes, using their product as a means to an end. Uber and Lyft sell you the ride, not the car. Caterpillar used to sell movers to construction companies. Now it asks them how much dirt they need moved. Health trackers are throwing in their actual product for free, in exchange for a 12-month subscription to their analytics platform. Teslas update themselves with the latest technologies and become smarter over time, so you don’t need to buy another car. In short — this isn’t a software story anymore.

			The New Priorities

			We use this diagram a lot at Zuora (see p. 14). It summarizes the shift. On the left side, companies used to focus on getting a product to market, aligning their sales and distributi	on channels around specific product lines. Today, they recognize that customers spend their time across many channels, and wherever those customers are, that’s where they should be meeting their customers’ needs.

			The glory days of the soulless, all-powerful corporation are long gone. Companies had to change, because society did. Today’s customers are more informed. Most of them have researched, assessed, and categorized you before you can even say hello. And to most of them, especially younger ones, ownership just isn’t that important anymore. People increasingly view the prospect of buying something as unnecessary baggage. They want media at their fingertips, not physical products to manage. That’s why most of the big dinosaur retailers I grew up with are extinct now: Circuit City, Tower Records, Blockbuster, Borders, Virgin Megastore, and so on. 

			Today, people expect services to provide immediate, ongoing fulfillment, from rideshares to streaming services to subscription boxes. They want to be happily surprised on a regular basis. And if you don’t meet those expectations, you get dropped, not to mention trashed on social media. It’s that simple. 

			This means that everything has changed: how you design your service, how you engage with your customers, how you manage your company, heck, even how you define what really constitutes a company anymore. But as a first step, let’s start something more fundamental.  Let’s explore the basic economics and components behind this unique new business model.

		

		
		
			The New Income Statement

			There’s a lot of great material out there on subscription economics. I’m going to try to start this discussion by boiling everything down to a simple framework. Let’s start with two income statements — the old versus the new. Here’s a traditional product income statement that they teach in any Business 101 class (numbers delineated in millions). 
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			Pretty straightforward, right? According to this basic calculation, you sold one or more units of a product at a total sale of $100 million. The income statement brings out the costs that went into that unit. There are four fundamental costs:

			
					How much it took to make that unit (COGS), including the  raw materials, production costs, and so on.

					How much it took to sell that unit. For example, commissions to salespeople, money for the channel, and so on.

					How much overhead management needed to run the company. The more units you sell, the lower your overhead cost per unit. 

					How much the company is spending in R&D to create the next hit product.

			

			The money you received for the product, minus the cost of the product, is the gross income, otherwise known as the gross margin when expressed as a percentage, and is one of the most important margins in the old economy. Unfortunately, this picture is entirely wrong for a subscription business, for three main reasons:

			

			
					It’s a backward-looking picture. This is a preterite framework it’s all about money already earned, expenses already paid, actions already taken. Subscription businesses are all about forward visibility — how much money I know I can count on over the next 12 months, so I can account, plan, and spend accordingly.

					Sales and marketing are matched to past goods sold. It’s essentially a sunk cost. Subscription businesses need to  think strategically about sales and marketing spend going toward driving future business.

					This statement does not differentiate between recurring and nonrecurring dollars. That’s a fundamental oversight. That’s like saying there’s no difference between a dollar and a dollar that keeps buying every year for the next 10 years. 

			

			Smart subscription businesses don’t think like this. Instead of revenue, they focus more on annual recurring revenue (ARR). Here’s a new income statement that illustrates this thinking.
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			ARR

			The first thing to notice here is that instead of starting and ending with net income, now we’re starting and ending with ARR. That’s because smart subscription businesses know that not all revenue is revenue, just like you and I know that there is a difference between a one-time payment and a recurring payment. Smart subscription businesses are obsessed with ARR, which is the amount of revenue that they expect their install base to repeat every year. 

			While in a traditional financial statement, revenue indicates how much revenue you made, in a subscription economy income statement, ARR is a forward-looking number. Subscription economy companies actually start the year knowing what their revenues are going to be. 

			In the example above, the company with $100 million of ARR can count on that money at the beginning of every year. That figure is stable and predictable, meaning they can plan better, forecast more accurately, and focus on achieving their monthly numbers. The same cannot be said of a $100 million business with no ARR. That company has to start the year at zero, and slowly scratch its way back to $100 million. Of course, it can make some predictions based on past performance, but it doesn’t have a contractually obligated revenue stream to base ambitious expansion plans around. For a subscription business, more so than cash or revenue, ARR is the true indicator of your company’s health.

			Churn

			In its simplest sense, churn is the number (often noted in revenue) of subscribers who will not renew. Typically, downsells are also factored into your churn number. If a customer churns at the end of the year, there will be no impact on that year’s revenue, but it will impact your ARR. 

			Churn sucks, but even if you’ve got the best offering in the market, you’ll still have customers that leave you — they switch business models, or your competitor poaches them with a shameless discount. Taking this into account, you’ll need to subtract your expected churn in the top-line from your ARR for the year to get a net ARR.

			Recurring Costs

			In a SaaS company, there are really just three sources of costs: people, data center, and sales and marketing. In the subscription income statement these costs are allocated into four key buckets:

			
					Costs of Revenue: Otherwise known as COGS (costs of goods sold), which is how much you need to spend to actually provide the service. In a SaaS company, this typically includes the data center, the hardware, the data center folks, technial support folks, and so on. In an IoT company, these expenses include the costs of your hardware and connectivity. In a subscription box company, they include the costs of the products you ship. 

					Research and Development: This includes all the developers and product managers.

					General and Administrative: This includes primarily the finance and HR folks.

					Sales and Marketing: This includes the sales (including customer success) and marketing departments and supporting personnel, and any money spent on marketing programs.

			

			Now, most traditional income statements take these cost buckets and map that to revenue to get a margin. Revenue minus costs of revenue, for example, is your gross margin. And at the heart of traditional financial accounting is the concept of matching. When $1 is shown as revenue on the income statement, it shows all of these fixed costs that went into making that one dollar. 

			Unfortunately, the whole concept of matching starts to break down for subscription business models. We’re going to do something different and compare these costs to ARR. Why ARR? Because ARR represents revenue acquired in previous periods, which is now recurring.  Sure, you need to keep servicing your customers, so COGS and G&A should match to ARR.  How about R&D? Well, the traditional view says the products you’re selling today are already done, and you’re investing in research to create innovations that drive future sales. But here’s the thing: The customers of SaaS companies did not sign up for a static service that never gets better. 

			If you know anything about SaaS companies, you know they’re obsessed with keeping their customers happy, and to keep them buying the service, they invest in R&D against that goal. At Salesforce, we started naming releases with the seasons, for example, the Winter 2013 Release, to convey the constant rate we expected to add enhancements to the products. That’s why I like to think of R&D as being matched to ARR.

			Sales and marketing are where it gets interesting. If your ARR represents today’s revenue that you expect to recur, then your spend on sales and marketing is going toward growing ARR, to acquiring future revenue that is not yet in ARR. In other words, today’s sales and marketing expenses are matched to future revenue.  

			In traditional accounting lingo, your sales and marketing now act more like a capital expenditure, or capex, for short. In the old manufacturing world, you invested in a big factory to build a bunch of widgets, and you spread the cost of that factory out over time as you made and sold those widgets over time. That’s called depreciation.

			Similarly in the subscription economy, you invest in sales and marketing to acquire customers, and you recognize revenue from those customers over their lifetime, which often can be three, five, 10 years, or more. However, accounting rules today do not let you spread (or depreciate) sales and marketing costs over time (though some companies amortize commission costs over the contracted term). The big difference is that you generally expect ARR to continue beyond the initial contract term. 

			That’s why we don’t match sales and marketing to current ARR. We tie it to a very important metric, your recurring profit margin.

			Recurring Profit Margin 

			Your recurring profit margin (RPM) is simply the difference between your recurring revenues and your recurring costs. It’s your ARR minus your COGS, R&D, and G&A, but before the spend on sales and marketing. In the income statement couple pages earlier, it’s $40 million, which represents a very healthy margin.

			 This is the number that funds growth. As long as your subscription company has a positive RPM, it can choose between growth and profitability. If you spend less than the RPM, you’ll grow less, but be profitable. If you spend more than the RPM, you’ll grow more, but lose money. 

			RPM is also hugely important when it comes to future budget allocation. If you start the year with a fixed amount of ARR, then you’ll know what you can spend on COGS, R&D, and G&A in order to arrive at a specifically desired RPM. Remember, this is a forward-looking statement. 

			Now, what’s the number that dictates how much you can spend on sales and marketing? This is another number that you won’t find on the income statement, but it’s hugely important. It’s your growth efficiency index (GEI). 

			Growth Efficiency Index

			Let’s say you spend $1 million on sales, marketing, and customer success, in other words, efforts intended to grow new business, from new customers or old. How many new recurring revenue dollars does that buy you? This is your GEI, which tells you how much you will grow. 

			GEI is calculated as growth expense/new ACV. If your GEI is greater than 1, you’re currently spending more money on new business than you’re taking in. If your GEI is less than 1, you’re spending less than you’re taking in. 

			Efficient subscription companies naturally target a GEI of 1 or less, though initially the cost of new sales may be higher, as the company invests in acquiring strategic customers whose revenue (and profits) won’t build until later years. Note that the greater the GEI, the less efficient the company is at actually growing their sales — just the opposite of what you’d expect. A low GEI means that for the same number of dollars you’ll generate more sales, and that’s a good thing.

			In the subscription income statement a few pages earlier, you have a recurring profit of $40 million on a beginning ARR of $100 million. Do you take the $40 million off the table and book it as profits? A 40% annual profit margin isn’t bad. Then again, you won’t see as much growth as you would if you reinvested in your new revenue growth levers.

			Instead, let’s be bullish and invest $30 million back in sales, marketing, and customer success — growth. With a GEI of 1, you’ll book $30 million in net new annual contract value (ACV) over the course of the next year, leaving you with $120 million in ARR.

			Annual Contract Value

			ACV is your revenue brought in by new customers, or customers upgrading or renewing their existing contract. It correlates to a booking, in which a customer commits to spending a specific amount of money with your company.

			The key difference is that a booking in a subscription model is going to add to that repeating revenue stream, whereas one-time bookings do not. The beauty of subscription businesses is that they get the bulk of their ACV from their existing client base upgrading to better services. That said, you should also invest in sales and marketing to drive new ACV, because in combination with upselling, this increases your ARR.

			Future Growth

			If you run this play year over year, you’re growing by 20% annually, as long as you maintain an efficient growth efficiency ratio (if your GEI is less than 1, you grow even more). And when the time comes to finally start taking profits, you’re working off of a much bigger recurring revenue stream. 

			Note that this is a basic overview of the business model. There are other factors at play: total addressable market, one-time sales/costs impacts, the effects of churn on GEI, and so on. You’re in the business of startups, you already know just how quickly things can change and new obstacles and costs can rear their heads. 

			The Beauty of Predictable Revenue

			If you walk away from this chapter with nothing else, know this: Predictable revenue streams create a compounding growth effect. That’s why a dollar that a subscription company brings in is typically considered to be worth as six times as much as the dollar brought in by a company that gets most of its money the old way. 

			Companies are using subscription models to attract and keep customers long term, constantly adding more and more services that create more revenue opportunities as well as a more intricate customer relationship, which dramatically reduces the potential for churn. All of these factors contribute to subscription valuations that are multiples of traditional product companies. 

			A decade from now, economists will look back and say that stocking shelves and hoping customers buy was a 20th century business model. We will live in a future where companies measure success not by counting how many products they sell, but rather, how many high-value, monthly subscribers they have.

			Implications for Entrepreneurs 

			In order to succeed in today’s subscription economy you have to be able to sell, market, and deliver based on a clear understanding of customer behavior by doing the following:

			
					Pulling the right levers. Instead of SKUs and purchase orders, you’re going to have to think about growth efficiency,  churn, and recurring profit margins. And you’re going to have  to be maniacally focussed on growing your ARR. 

					Relentlessly learning. Netflix looks at millions of plays per  day, including when you pause, rewind, and fast-forward, as  well as user ratings, searches, geolocation data, viewing times, device information, and social media feedback. What  are your user plays? How are you learning? 

					Creating an amazing subscription experience. Overnight,  Tesla magically gave its cars autonomous driving capabilities.  Overnight, Apple magically gave its phones voice  	recognition. What’s your magic? How do you happily delight  your customers on a regular basis?

			

			I hope I’ve mapped out the fundamentals of subscription economics, but all of this, of course, is just the tip of the iceberg. In the next chapters you’re going to learn the basics of SaaS sales and marketing: segmentation and hub strategies, sales and marketing alignment, growth funnels, content marketing engines, and much more. All of this information is vitally important, but never lose sight of your north star — ARR.

		

	
		
			Chapter 2

		

		
			Do the Time

		

		
			By Jason Lemkin and Aaron Ross

		

		
			The following is an abridged chapter from Jason Lemkin and Aaron Ross’ forthcoming book: From Impossible to Inevitable. In this excerpt, Jason talks about what it really takes to build a business based on a recurring revenue model. As Jason points out, you need to be prepared to do the time in order to build a healthy and sustainable SaaS business. Use this chapter as a gut-check to determine if you have the resolve needed to be a successful SaaS founder.

		

		
			
				
					[image: ]
				

			

			The painful truth: It’ll take years longer than you want. Any expectations you have about how long it will take, or how hard it will be, are pretty much guaranteed to be wildly off base. But, it’s worth it.

			Are You Sure You’re Ready?

			One night I had dinner with the founder of a pretty successful Web company and he asked me how long I’d worked on EchoSign. I told him and he nodded his head, “Yeah, same for me. It takes about seven years to get to exit.” That’s true in the SaaS business, and it’s true for many businesses and even career paths. You have to be ready for it to take years longer than you hope or want before you hit your big goals. You may have heard that SaaS companies usually take longer than consumer Internet companies to get to $75–$100 million in revenue. But it’s not always clear how much longer.  

			Let’s look at some basic math. Assume it takes you a couple of years to get going and nail a niche, and then you grow 100% a year through $50 million or so in revenue, which isn’t easy, mind you:

			
					Y1  revenue: $0

					Y2 revenue: $1M

					Y3 revenue: $3M

					Y4 revenue: $6M

					Y5 revenue: $12M

					Y6 revenue: $24M

					Y7 revenue: $48M

					Y8 revenue: $80M

			

			Having done extremely well, hitting $80 million ARR in Y  ear 7, it took you seven years, and you’re ready for your IPO in Year 8. If you do well, but not quite as well as this, it can take a decade. A friggin’ decade.  

			What about mergers and acquisitions (M&A)? The challenge here is that in most SaaS M&A, unless it’s trivial stuff, the acquirer wants to wait for some scale — they want you to have $10 million to $20 million in recurring revenue, at least. With the math above, that can take five or six years to get to a healthy exit as well. It took David Ulevitch 10 years total — from founding, to clicking into hyper-growth, and then selling OpenDNS to Cisco. And he spent several years before that getting ready to found OpenDNS. 

			Speaking as someone who’s done a lot of M&A deals (as buyer, seller, and advisor), I’d say never count on selling your company. Selling a company, especially a tech company, is risky and complicated. It’s like getting married, but 10 times more convoluted. And once it’s done, you can never go back.  

			This math isn’t new. Everyone used to talk about it taking seven years to get to an IPO.  The problem is that a lot of folks who are doing first-time startups, or coming out of the consumer Internet world, don’t get it. In consumer Internet companies, you can think in terms of 18- to 24-month time frames. With companies that sell to consumers, it’s a much faster business cycle: build, try to sell, pivot, find a niche. You generally know very quickly if something is going to take off or not. There are faster possible successes there, but with more risk to succeed or exit, since there’s less of a template than in B2B.

			That’s not as true in a SaaS company. You have to be willing to do the time. It takes longer to get your team together, get your product right, nail a niche, and see your sales cycles take off. The feedback loops take longer. If you’re any other kind of company, this kind of time frame still seems to hold true: 5–9 years to “make it,” during which you’re making serious money that doesn’t feel like it could disappear at any moment. 

			The press gets more views from rare stories like, “Johnny was 13 when he created an iPhone app, and made a billion dollars overnight.” That’s the exception, not the rule. When Slack raised $120 million at a billion-dollar valuation, the press trumpeted, “Zero to a Billion in Less Than a Year!” What no one wrote about was that Slack actually started six years earlier,  in 2008, and struggled for five years before its big breakthrough. And even after that, the company continued to struggle — although in that case it was to keep up with and sustain its fast growth. You read these exciting press stories and feel a mixture of excitement first, and then depression: Everyone’s crushing it except for you. The media loves to build people up and then tear them down, but they rarely print the whole, balanced story. It’s less dramatic that way, which usually means fewer readers. So, get excited about the potential and the learnings from all these overnight success stories, but take them with a grain of salt. More than anything, be prepared to do the time for as many years as it takes.

			
				
					You read these exciting press stories and feel a mixture of excitement first, and then depression: Everyone’s crushing it except for you.

				

			
			You Need 2 Years to Get Off the Ground

			I meet with great VPs of sales and product who are ready. It’s time to go out on their own and start their own SaaS companies. 

			Awesome, I get it. I’d like to recruit you to be a VP at one of my companies, but I get it. Working for “the Man” can be a great way to make money in the interim, support your family, and get paid to learn. But no one who’s truly ambitious wants to work in that environment forever. If you’re wondering whether or not you should start your own SaaS company, there are three questions to ask yourself:

			1. Are you prepared to give your company a full two-year commitment to hit initial traction? Not 12 months. Not 18 months. But 24 months? Two years? Six months isn’t enough, neither is 12. It’s going to take you 9–12 months just to get the product right. And another 6–12 to get significant revenues.

			
				
					You’ll fail in SaaS if you don’t commit to 24 months to initial traction.

				

			

			Maybe an Instagram or a WhatsApp or a Pinterest can explode in just 12 months, though again, it took years of development and trial and error before they got to their “overnight” successes. You can’t afford to expect miracles like that in B2B software, services, or whatever business you might be in. Can you afford to commit for 24 months just to get to real initial traction? If not, you should pass. Slack went from $0 to $12 million ARR in one year (2014). Whoa. But it wasn’t founded on January 1, 2014.  

			Giving yourself 12 months to get to initial traction won’t cut it.  You’ll quit. Just 12 months in, you won’t have enough revenue to support yourself if you have any at all. The honest truth is that most folks can’t really commit for 24 months for financial reasons, personal reasons, or whatever. That makes sense. Nevertheless, you’ll fail in SaaS if you don’t commit to that amount of time.

			2. Are you able to commit to 8,760 hours a year? That’s 24 x 365. I don’t mean committing to being in the office 14 hours a day.  That’s not really necessary. But can you really, honestly commit to obsessively thinking, worrying, and stressing about how to do the impossible every single moment? Nothing else but work. Even when you are playing with the kids. Even when you’re having dinner with your husband. That’s what it’s going to take. If you don’t have the mental bandwidth, you should pass. 

			 Everything in SaaS is insanely competitive. Because SaaS is so multifaceted, you’re going to have to be the VP of sales, customer success, marketing, and probably product in the early days. There’s endless drama with paying customers. You’ll almost lose your best logo accounts. You have to be intensely, painfully committed to do all this.

			Later, there will be fat — once you get to $5 million ARR or so. It’ll get easier in many ways as you grow, though harder in others. But in SaaS, it takes a long time until then. Getting recurring revenue engines going is tough business.

			
				
					Even great founders that can see the future sometimes need help.

				

			

			3. Will you take the leap? This is, perhaps, most important. If you keep a mindset that you’re “just trying it out” but you maintain other options, it never works. “I’ll try for a while and go back to Salesforce if it doesn’t work,” or, “I’ll do a lot of consulting while I see if it works,” or, “I’ll raise $500,000 and see how it goes.”  This just never works. At least not for high-growth startups. Great founders take the leap. Not because they are crazy risk-takers, but because they see the risk and decide to go for it anyway. They know there will be many challenges — with funds, customers, family — but they decide to figure them out along the way. They have doubts. They have fears. They have money troubles. But they see the future and believe in their own eventual success. If you aren’t ready to take the leap, you aren’t ready to lead a startup.

			What If You’re Close?

			Okay, what if you aren’t quite there. You can’t pass tests 1, 2, and 3 above, but you’re close. Then take a pause — don’t say no just yet. Instead, go do some more homework. Do 20 customer interviews. Find a great co-founder who can pass the three tests, commit to 7–10 years, and commit to the overall 24+ months to initial traction. You almost certainly can’t do it alone — try it and then see how it feels. Even great founders that can see the future sometimes need help. I did, in both of my startups. Twenty interviews and an amazing co-founder can be the missing pieces that really show you how to do your own SaaS startup.

			A Double Check: Are You Really Sure?

			There’s been one huge change in entrepreneurship over the past 10 years. No, it’s not that it’s cheaper than ever to do an Internet startup. That’s not true. When software came on a disk or a CD-ROM in the old days, it was even cheaper. You didn’t even need a single server to start Microsoft, or Intuit, or Borland, or Lotus. Although distribution today is far broader, if not cheaper.

			It’s not that the Web and tech are so much bigger, creating so many more opportunities. That’s true, but even when tech was smaller, you could scale very quickly. Adjusted for inflation, Lotus 1-2-3 did over $100 million its first year and IPO’d in its second year. What SaaS company ever did that?

			
				
					You absolutely should not start a tech startup and try to raise money unless it’s 100% clear to you that this is the best thing in the world to do.

				

			

			What’s changed is the culture of entrepreneurism. Ten years ago, to be a founder, you were a bit of a nut — a mad scientist, a crazy kook, someone who didn’t realize the odds of success were 0.00001%. Someone so smart, so gifted, so bonkers, that they did something wild. Founders were a breed apart. You might have met some of them, but you could never imagine being one of them. Ten years ago, if you joined a startup post-traction, you were still taking a big risk. You were stepping out of an accepted career path and potentially taking a big hit. And you were definitely taking a big salary cut.  

			By contrast, today even a pre-traction entrepreneur is super cool. Even being just a wannapreneur can make you feel cool. The risk is low, failure is fine, and you can always go join Facebook, Google, Zynga, or Square if it doesn’t work out. Joining a post-traction startup? No salary cuts necessary. And your resume? Enhanced by that cool, hyperscaling startup. In other words — zero risk. That’s okay by me, but the over-glamorization of entrepreneurship by TechCrunch, Y Combinator, and movies like “The Social Network,” have disillusioned many people.

			My one piece of advice: You absolutely should not start a tech startup and try to raise money unless it’s 100% clear to you that this is the best thing in the world to do. Why? First, your startup will almost certainly fail, and while that’s okay, you won’t really get any credit for it. No one cares about your failed startup that got no traction and that no one ever heard of. They won’t judge you, but they won’t care.

			Second, risk-adjusted economics suck. If you’re smart and driven rather than risk-adjusted, you’ll make more money by joining a top Web company, staying, and getting promoted. While the comp delta between a startup and BigCo doesn’t seem huge at non-leadership levels, it really grows when you get promoted and into management.

			Third, even if you want to do a startup, you’re far better off joining an existing rock-star or super-strong team. Great startups need great teams, which are rare. Better to join one than try to start one from scratch, which is close to impossible.

			Fourth, it’s far more difficult than you can imagine. The highs are higher, for sure, but the lows are so low. Most people really aren’t up for that and can’t handle them properly, if at all. For example, are you okay signing a full recourse $750,000 promissory note to fund payroll when all the funding falls through (like I did at my first startup)?

			While you’ll have more freedom doing a startup, it’s such all-consuming hard work, you probably won’t appreciate it — at least not while you are going through it. It’s hard to enjoy the view when you’re glued to a screen.

			That said, if it’s truly your calling, go for it. I did. But that’s really the only great reason to start a SaaS startup. The only logical reason, since it is inherently illogical. You have to see something the rest of the world doesn’t see, be so confident in it that you don’t see all the risk, and have nothing in the end that’s better ROI than doing a raw startup. 

			Everyone Has a Year of Hell

			I once talked to a CEO who, clearly, was miserable. His business was doing $30 million and growing nicely. He was about to introduce a new product that he thought could be game changing, and he had a strong team that he truly enjoyed working with.

			What was so bad? I don’t know exactly. But what I do know is that he was experiencing what almost all founders experience at least once on the 7–10 year journey: the year of hell. 

			This is never the first year. As tough as that first year is, that’s still an exploration. You are learning, just trying to get something off the ground. You have a small, tight team. It can be incredibly stressful, full of drama, and have some near-death moments. But that struggle is … what it is. You make it, or you don’t, and you’re still in your hypercreative period, figuring something new out, which is always stimulating.

			No, the year of hell comes later. It comes post-traction, usually. Sometimes post-scale, like with the CEO above, and sometimes before. It’s that one year when it’s just too darn hard on every level to keep slugging it out. You’re just under assault on too many fronts.

			This isn’t a particularly profound insight, other than to say, trust me, it’s part of the journey, and you’re not doing anything wrong. Hang in there. I’ve talked with a lot of SaaS CEOs and founders, and almost all of them who’ve done it long enough have had a year of hell. If you’re in your year of hell, you’ll get through it. We’ve all been there.  

			My personal year of hell was 2008. The leads were there, the customer base was there, but we started to spend a lot of money, and it just wasn’t clicking. It was a tough year. The strange thing to me isn’t that almost everyone has a year of hell. The strange thing is that when people get through it (if they do), most times, the business does more than just improve — it reignites and grows faster than ever. 

			
				
					Make your world better by appreciating all the tangible ways you already help the people you work with, serve, or inspire.

				

			

			That reignition can happen because the hell you go through forces you to reconfigure what was stuck. David Ulevitch of OpenDNS had two different years of hell. In 2010, just after returning as CEO, David had a year of culture hell, because people were rudderless after a year under the former CEO. In 2012, he had a year of growth hell because the company wasn’t growing fast enough, and they had to retool the entire sales and marketing system. In both cases, OpenDNS came out of the hell stronger. First with energized people, and then with predictable, scalable sales systems.

			If you keep at it during your year of hell, you’ll see reignition — a re-acceleration of growth. It may be a full year after the year of hell (what we saw at EchoSign), but it does happen. If you have good customers, decent product, a committed team, and you keep at it with 100% dedication, you’ll see reignition too. Patience plus dedication is the key here. 

			Change Your World, Not the World

			Something you hear all the time in Silicon Valley is, “We’re going to change the world!” and, “We’re revolutionizing the world of ________!” Great. I understand it’s exciting to believe that, and that you want your mission to be meaningful. But my sense of what truly changes the world falls somewhere along the lines of the people who developed the polio vaccine, the radio, food refrigeration, electrical systems, or inspired millions into nonviolent revolution. 

			If you’re making a Web-based sales tool, invoicing solution, mobile document syncing solution, travel app, or a new way to share pictures with people, it maybe doesn’t fall within the world-changing category.

			Don’t get me wrong, it’s very important for you and your team to do meaningful work. It’s not that these aren’t great things, it’s just the world will get there one way or another without them. There are reasons Sergey Brin is working on autonomous cars, and Elon Musk on unlimited solar energy. 

			What you can do is make your world better by appreciating all the tangible ways in which you’re already helping the people you work with, serve, or inspire:

			
					You can seed new companies and new opportunities for  the rock stars on your team, and create a virtuous cycle  of innovation. When I look back at the first startup I co- founded, the management team has since spun out three  new innovative venture-backed startups out of it.  

					You can create real, new jobs for people. Truly creating new,  good jobs — not just poached engineers from other startups  — but great new jobs that didn’t exist before, including jobs  that provide for families.

					You can help buy people homes. Money is always nice, but  making people enough money one way or another to buy  their first home is a good thing. David Ulevitch is proud that  selling OpenDNS helped his people — beyond making many  of them millionaires, it helped a lot of them pay off debt such  as longstanding student loans. 

					You can advance the careers of many. Startups, if they are successful, are career accelerators for folks with smarts and chutzpah, but who maybe have imperfect or lean resumes. You can create great managers out of people that might never have managed, and make highly successful salespeople out of raw enthusiasm who, without your  startup,might never have found that opportunity. 

					You can experience a great journey. Startups, companies, and teams don’t last forever. They grow, one way or another, or they die. But you can make a great journey. You only get so many trips in life. Experiencing a great one is something everyone takes with them, forever.

			

			Wherever you are in your journey, one thing we’ve learned in both startups and Fortune 500 companies is that, risk-adjusted, it’s probably less lucrative to do a startup. And startups aren’t even any more nimble than the best teams in big corporations. But in a startup, it’s easier to make your world a better place and watch that transformation happen day by day. But don’t forget, to get there at all, you first have to do the time.

		

	
		
			Chapter 3

		

		
			The Climb: How to Get to $10 Million

		

		
			By Tien Tzuo

		

		
			In the preceding chapter, Jason Lemkin provides us insights into what it takes to build a successful and sustainable SaaS business. There are no overnight successes, and even the most vital of solutions take years to prove out — with a viable business model and strong annual recurring profits. In this chapter, Tien metaphorically takes us on the climb from initial revenue to $10 million ARR. Tien neatly dissects the journey into three key phases — proving the idea, proving the product, and finally, proving the market.

		

		
			You could’ve gotten a nice, comfortable job at a nice, comfortable organization, but instead, you decided to take some risks and start your own company. You decided to dream big. So, how do you build the next Salesforce? How do you create the next billion-dollar success story? You have to start somewhere. 

			Lots of people think that success is a linear path. When they look at success, they look at the end result, jumping to the outcome and skipping over the boring, hard stuff that must have happened along the way. But the path to success isn’t straight. Success is achieved through a series of twists and turns, through a series of challenges that must have been solved, not through one brilliant move.

			I like to say that building a business is a lot like climbing a mountain. Now, unlike those two crazy guys that free-climbed El Capitan, most of us don’t scramble straight up 3,000 feet of granite when we go up a mountain. Instead, we make our way along a route that has lots of switchbacks.

			I like the metaphor of a switchback, because at each turn you’re doing an about-face. You’re completely switching directions. Similarly, when a company enters a new phase, it practically becomes a new organization. And the things that made it successful in the last stage, may actually hold it back from succeeding in the next one. You have to throw out the rules, bring out a clean sheet of paper, and redesign the company.

			After working with many companies, I’ve found it useful to use the ones and threes to mark off the stages of growth: $1 million, $3 million, $10 million, and so on. For a SaaS company, these numbers represent annual recurring revenue (ARR). These are good places to pause and say, “Okay that was fun, but how do I tackle the next leg of the climb?”

			So what are the phases that define the climb to a $10 million run rate? What should you be working on in each phase? Let’s take a look.

			Prove the Idea ($0 to $1 Million)

			When you get started, the first thing you have to do is prove your idea. That’s the first stage. If you have the right idea, you can generally close a million dollars or an initial set of customers. These days, you can go raise a seed around to do that. Don’t bet the whole company in an A round just to prove the idea.

			At Zuora, our idea was that companies running on a subscription model, like Salesforce, are probably building their own billing systems. Telco billing systems were too expensive, and regular ERP systems just didn’t deliver. But companies shouldn’t have to build something from scratch, they should be able to buy it. That was our idea.

			So we said, let’s go out and find a bunch of companies, mostly ones that we already know, and let’s try to prove this idea. We built a prototype. We spoke with over 50 potential customers. We actually sold a few contracts before the product was complete (the contracts were contingent on the product being delivered, of course).

			Similarly, at Salesforce, we threw up some screenshots on a website and invited people to participate in the beta. And then we called everyone that was interested, showed them the demo, and asked what they thought. We had 200 customers lined up when we launched in February 2000.

			You can sell an idea before you have a real, fully formed product. And you should. But by the time you start closing in on $1 million ARR, the idea should be proven.

			Prove the Product ($1 Million to $3 Million)

			After your first million you can say to yourself, “Okay people like the idea. They’ll pay for it.” But what were they really paying for? In the previous phase, you were probably testing a whole range of ideas, seeing which of the ideas will actually stick. But now it’s time to change course. Now, it’s time to focus and do some editing.

			What is the product you really need to build? While proving the idea, you may have tested all sorts of different ideas, but now it’s time to cull, to prioritize, and to think through what you have to build first, and what can be pushed out to later years.

			The reverse can also be true. At Zuora, we thought a simple billing system was sufficient. Then, we realized our customers needed a lot more — we had to add APIs, payment systems, e-commerce platforms, tax engines, and so on. We realized during this phase that we needed a very broad product.

			Now, proving the product doesn’t mean you have to have the entire thing finished, but you should have enough of an understanding to be able to win in the marketplace, and lay out a coherent product roadmap that will drive your engineering efforts for quarters or years to come.

			That’s really the learning phase, and you want to have all that discovery done by the time you approach the $3 million market and begin the next phase. Because by that point, you won’t have time to dramatically re-engineer your product — you’ll be looking to scale.

			Prove the Market ($3 Million to $10 Million)

			The scale up from $3 million to $10 million is very exciting. If you’ve done a good job proving the idea, and now have a solid roadmap that resonates with customers, then you’re likely trying to do the $3 million to $10 million run as fast as possible. At this stage, you’re hiring a bunch of salespeople, spending significant budget on marketing, and your engineers are focused on executing the roadmap. Some companies do the $3 million to $10 million run in a year (or less).

			But as you go through this process, you also need to define your market. Ask yourself: Is your chosen market truly a multibillion-dollar market? Is it a $500 million market? Is it a $100 million market? When you start raising more money to do the next round, you’ll want to know the answer to that question. When you were raising your seed round or A round, it was all hopes and dreams. But once you’re a real business, investors will focus more on how big this market really is.

			It’s okay to have a $500 million market, but then the amount of money that you raise and your exit strategy will both change depending on the ultimate size of that commercial audience. You want to have a great story and a bunch of statistics to prove the market.

			When we started, the general perception of Zuora was, “Okay, this billing thing might be interesting, but it’s really just for other SaaS companies, right?” Our background was Salesforce and WebEx, so it made sense that people just assumed we were strictly a product for the SaaS industry.

			But we said, “No, our vision is actually much broader. We think any company can use our solution, and that defines a multibillion-dollar market.” So, we set out to gather the proof points. Let’s go get a media company. Let’s go get a financial services company. Let’s go get a healthcare company. Let’s go get a public company so we can prove the thesis that this truly is a multibillion-dollar market.

			I’ve seen a lot of companies miss this. They adopt the “bowling alley” strategy famously laid out in the book Crossing the Chasm by Geoffrey Moore, picking a single vertical to focus on. They figure to get to $10 million, it’s easier to just focus on a single set of homogenous customers. That may be true, but then they wind up boxing themselves into a small market.

			$10 Million

			Congratulations. At $10 million, your chances of survival increase. Before, you could die at any moment by running out of cash before you could raise any more money. At $10 million, you don’t have to go out of business, especially if you’re built on solid recurring revenue. You’re turning into a real company.

			Remember that El Capitan climb I mentioned at the beginning of the chapter? That effort was actually 7–10 years in the making. That was a story of patience, calculation, and many failures before those two climbers ultimately succeeded. They endured many switchbacks of their own.

			As you head toward $30 million and $100 million there will be new challenges to consider. But now, you’re on your way.

		

	
		
			Chapter 4

		

		
			Are You a Nice-to-Have?

		

		
			By Aaron Ross and Jason Lemkin

		

		
			The following is another abridged chapter from Jason Lemkin and Aaron Ross’ forthcoming book: From Impossible to Inevitable. As an early SaaS founder, you are likely obsessed with getting to product/market fit, so that you can get to your growth phase as quickly as possible. The first step answering the fundamental question: Is my service critical to the success of my customer, or is it just a nice-to-have? This builds upon an earlier concept that Jason and Aaron posit about focusing on “nailing a niche” along the way to a more universal offering. Salesforce employed this strategy by first “nailing” the sales force automation (SFA) category, before taking on the broader category of customer relationship management (CRM). Aaron boils it down to a simple formula to follow in nailing your niche — Target + Pain + Solution = Your Niche. 

		

		
			Do you believe your intended buyers need what you’re offering? Or are you a nice-to-have? One clear sign that you’re a nice-to-have: Everyone you show it to says “cool!” but no one buys. 

			Consumers don’t buy what they need, they buy what they want. How much do consumers spend on Porsches and ice cream compared to broccoli and psychotherapy? Businesses, however, don’t buy nice-to-haves. For example:

			
					Marketers want a beautiful website, but they need a website 	     that converts visitors into leads or buying customers. 

					CEOs want happy employees, but they need people to show up and do their jobs. 

					 VP of sales wants increased sales productivity, but she 		   needs leads, accurate reporting tools, and training. 

					Venture capitalists want to invest in honorable founders, but 	 they need to generate above-average returns, which may or 	   may not come from companies with that type of founder.

			

			It takes a lot of energy to buy and use something new, so if you’re a nice-to-have, it won’t stick. Nice-to-haves fall to the bottom of the to-do list. 

			If the buyer doesn’t need your solution, they won’t be motivated to go through all the work to convince their people it’s a solid product, justify the budget spend, and then roll it out to the team at large. 

			Here are some questions to consider to make sure you create a product that’s truly needed by your customers:

			
					What problem is painful enough that a team of people will 	   spend both their money and time to fix it? 

					If you are solving a need, how can you describe what you do 	   differently, so prospects also see it that way?  

					What differentiates the customers who need you vs. the ones 	  who don’t?

					Where can you create the most financial value? 

					Where can you get permission to create case studies or get 	  references?

					How can you “sell money”? 

			

			“Selling money” means proving to customers that your product will help them make more money, spend less of it, reduce the risk of losing it, or stay compliant (avoiding fines and legal risk). Your product will fall into the need category if you can demonstrate how spending money with you will make them more money.

			
				
					Make money by proving to customers that your product will help them make more money, spend less of it, reduce the risk of losing it, or stay compliant.

				

			

			If you say you’ll “increase revenue” or “decrease costs,” you sound just like everyone else. What’s equivalent to money in their minds? Leads, close rates, social activity, collections, employee engagement, or fulfillment. As much as we love and know engaged employees and fulfillment are vital, how do you prove to customers that you can help them make money? How can you make the case that you’re needed?

			Example: What Acme Learned from Failing at Outbound Lead Generation

			A $15 million SaaS company, let’s call them Acme Corp., came to us and said, “We need to grow, we need more leads!” Acme had grown to that point by being a partner of Salesforce and getting referrals from them. These referrals closed at a high rate, quickly. Acme was growing, but wanted to grow faster to double its rate with paid lead generation. Referrals and organic growth weren’t enough. But Acme assumed that if it just got twice as many leads, it could grow twice as fast. 

			
					Trouble Clue #1: The company had been trying different online and offline marketing campaigns for the past three years, with results ranging from abysmal to crummy.     

					Trouble Clue #2: The company started an outbound prospecting program (with Aaron’s help) and totally failed. A total zero. It took four months (well, on top of the prior three years), but the key learning finally was it wasn’t ready to grow faster. This company hadn’t nailed down a niche.

			

			The signs were there before, but Acme didn’t want to accept it until it tried outbound marketing and hit a wall. Any kind of paid or nonorganic lead generation (like marketing or prospecting) can be a forcing function that makes you confront the reality of whether you’ve nailed a niche or not. If it doesn’t work, you need to rethink your target customer, and possibly your solution.

			Acme was in a noisy, commoditized market. All of Acme’s target prospects already had something “good enough.” Its targets’ pains weren’t ones Acme could credibly solve. To the prospects, anything Acme could offer beyond what they already had was just a nice-to-have, and not worth the pain of switching systems. However excited the Acme team was about its own stuff, prospects didn’t get it. They didn’t need Acme’s solution.

			Target + Pain + Solution

			Your niche isn’t just picking an industry vertical or target, though being picky about whom you’re targeting is a big part. It also sits at the intersection of the pain they have and your solution.

			Now, if you’re in the same situation, do you blame the prospects for not immediately buying into your idea or product, or do you admit you have some more work to do?
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			Size Doesn’t Matter with Nice-to-Haves

			While this might seem like a startup problem, large companies struggle with finding their niche and making sure their need is valid, too. 

			A top-five global software company hired us to help the salespeople of a particular division improve their prospecting. They weren’t doing much prospecting, they were spending too much time researching, and when they called or emailed people, they rarely got responses. The salespeople were as frustrated as the execs: “We want to prospect, but what we’re doing is just a waste of time.”

			Ideally, they should have created a specialized sales team of junior prospectors to do most of the outbound prospecting, but that was impractical. They needed to do something now.

			This team of salespeople sold to $1 billion-plus companies and up, like Bank of America, who often had multiple divisions. The company had a product list of at least 10 or 15 respected technology solutions it could pitch to pretty much any kind of executive: IT, sales, marketing, finance, HR — basically anyone.  

			Their email, phone, and time management techniques weren’t the main problem. They suffered from selling too many things to too many targets, in other words, they bounced around too much. They’d target the CEO of a bank on marketing, then a CTO for databases, HR for people management, and so on. It’s the same niche problem we’ve discussed, just in a different format.

			The point is, nailing down a niche isn’t just a problem for startups and small businesses. You don’t solve it once. It becomes a recurring problem as you expand your lead generation programs, geographies, teams, and product portfolio. Your CMO, division, or individual salespeople may need to keep re-nailing down your target customer. 

			
				
					Whom you are targeting that needs (not wants) you? Why should they buy? Why from you? And why now?

				

			

			Continue to ask yourself and your team: Whom are you targeting that needs (not wants) you? Why should they buy your product? And why should they buy it at a premium? Ultimately, how do you make it about them, not all about you?

			It’s hard to resist dumping on buyers about all the great ways you can help them, but if you keep doing that, you’re more likely to confuse than excite them. Keep it simple, focus on your niche, and always make sure you’re a need, because nice-to-haves, simply put, won’t survive.

		

	
		
			Chapter 5

		

		
			Nailing Your Go-to-Market Positioning

		

		
			By Judy Loehr

		

		
			Prior to joining Cloud Apps Capital as a venture partner, Judy had hands-on operating roles across product, marketing, and business development at leading cloud business application companies for almost 15 years. Judy joined Salesforce in 2000 as one of the original product managers designing the product and platform. She took me under her wing and schooled me on “the Salesforce way,” when I joined the product management team in 2002. Judy moved to corporate marketing and led integrated marketing, managed the website team, and (little known fact) led the development of the original AppExchange, which launched at Dreamforce in 2005. Her career after Salesforce was devoted to consulting exclusively with cloud business application companies, helping them with their go-to-market strategies, messaging, pricing, packaging, and marketing. Some of her clients included very early-stage startups like Zuora when it was just four people, ServiceMax when it was just six people, and the Conga team when they were just a team of two. Her number one piece of advice to early-stage startups is, “Investing time to work on your positioning now will accelerate every aspect of your business [down the road].” What follows is a concise framework that you can use to nail your go-to-market positioning.

		

		
			It’s a given that your go-to-market positioning will change over time, but that’s no excuse not to focus on it early. The biggest challenge most startups face is not getting their positioning right in the first place. Your message is too feature-oriented, it sets the bar too low, it’s not relevant to the market, or it doesn’t resonate with investors. To be effective, your messaging must connect with your audience, be clear, repeatable, and strong enough to rise above all the noise in today’s market.

			It’s impossible to develop the right positioning for your company without thinking through every aspect of your go-to-market strategy. So, while officially about go-to-market positioning, this chapter is equally about nailing your go-to-market strategy. Investing the time to work on your positioning now, whether you’re a brand-new company or a growth-stage startup, will accelerate every aspect of your business.

			
				
					Investing time to work on your positioning now will accelerate every aspect of your business.

				

			

			I’ve worked with lots of entrepreneurs and executives, with lots of different personalities and opinions. I can attest that it takes quite a bit of time to nail the right go-to-market positioning, and that it’s not easy to do. My goal for this chapter is to give startups a specific framework that you can use to develop your own go-to-market positioning. This chapter will cover:

			
					The impact that strong go-to-market positioning can have on your business.

					Three hard truths that will help you avoid the most common startup mistakes (sorry in advance that these are so blunt).

					The five important go-to-market considerations to think through when developing your own positioning.

					A specific framework for developing strong go-to-market positioning.

					Three exercises and templates you can use with your team to develop your own company positioning.

			

			The Impact of Strong Go-to-Market Positioning

			Nailing your go-to-market positioning helps more than just your marketing — it can accelerate your entire business. Specifically, it can shorten your sales cycle, inspire employees and recruiting efforts, and align all your executives around a common, unified strategy. Let’s take a closer look at how positioning impacts each area of your startup:

			
					Marketing and awareness: Providing marketing teams with  clear positioning will enable them to focus on developing the  content and programs that educate and engage your prospects. It also gives you the clear story you need to share when talking with press and investors.

					Sales effectiveness: Empowering your sales reps with clear positioning will help reps ramp up faster and shorten sales cycles. Great messaging can even create a sense of urgency for your prospects.

					Inspire recruiting: Strong positioning can inspire employees  and help you recruit the right executives and experts you need  to build and scale your business.Align executives: The process of working through your  positioning is the single best way to align all your go-to- market teams across product, marketing, sales, and business  development around a common, unified strategy.  More on this   later in the chapter.

			

			Three Hard Truths

			Before we jump into the positioning framework, let’s review a few hard truths that every startup needs to embrace before you start your positioning work.

			Hard Truth #1: No one cares about your product.

			Time to be blunt — no one cares about your belly button, and no one cares about your product. You could have the most elegant and technologically advanced solution for something you know is very important. But I don’t care yet, and neither do your prospects.

			If your messaging begins by talking about your product and features, then you may as well be talking about your belly button, and whoever you think is listening to everything your product has to offer is just being polite. The sooner you accept that no one cares about your product, the sooner you can take a step back and start to think about what your target audience does care about.

			Hard Truth #2: You’re not as aligned as you think. 

			Even the closest startup founders have slightly different perspectives on their product, the best customers, and the future of their business. I’ve sat in meetings with entire executive teams who honestly believe they are aligned. And sometimes, they’re really close — maybe even 95% aligned. Having the CEO, VP of sales, VP of product, and VP of marketing even just 5% off in their interpretation or understanding of whom you’re building for and selling to will put a drag on your go-to-market that can sink an early-stage company, and stall growth in a later-stage company.

			Hard Truth #3: You’re getting bad advice.

			“You should be more like _______.” Fill in the blank with the hot company of the moment and you’ve heard it at least five times this year. Maybe your company, product, or pricing should be more like that hot company that just raised a great round, or maybe it shouldn’t.

			
				
					Anything less than 100% alignment will sink an early-stage company or stall growth at a later-stage company.

				

			

			There are so many different possible business models, go-to-market models, pricing and packaging models, and marketing options to think about today. And everyone has an opinion, and everyone knows an example of a company where something was successful.

			The reality is that the go-to-market model, pricing, or packaging that’s right for a competitor or popular company usually can’t just be cut-and-paste applied to your business. By focusing on competitors and other companies, you could be missing out on the optimal business model for your unique product and market.

			Five Go-to-Market Considerations

			Company positioning can’t be done in a silo. And it can’t be assigned to one individual to go figure out in an ivory tower. For an early-stage cloud business application company your company positioning is your product positioning. Your messaging must be developed within the context of your entire go-to-market strategy, and all the go-to-market executives should be involved in the process. Below are five important things to consider:

			
				
					Focus on the right business model and go-to-market tactics for your market, your product, and your prospects.

				

			

			
					Your audience segments: Whom are you designing your product for and what is most important to them? One size rarely fits all, especially in business software, so it’s important to clarify your unique target customer segments. You also can’t serve every segment right away. Prioritizing your target segments will help you focus your product, marketing, and sales efforts where you can make the biggest impact. A worksheet is available at the end of this chapter to help you work through this target audience process.

					Your channels: Where are your prospects looking and learning?  Who influences your target buyer, what other solutions do they rely on, and where do they go to discover new solutions? Most importantly, how do they expect to buy business software? Do they want to trial and set up the product without having to talk with anyone? Or, do they expect to be able to speak to a sales rep who will help them during the evaluation process?

					 Product messaging: What is the best way to talk about the value your product provides? What are your unique strengths and the top reasons your target buyers would take some time to look at your product? What is the bottom line impact your solution helps them make for their company? A worksheet at the end of this chapter will help you work through your product module messaging.

					Pricing and packaging: One size rarely fits all for pricing so it’s important to offer “right-size” packaging for your target customer segments. Pricing and packaging should also emphasize your strengths and can sometimes even be structured in a way that makes your competitors irrelevant.

					Customer acquisition costs (CAC) model: Your CAC model is an important reality check for your go-to-market positioning. You could develop great positioning, but if it tees up a go-to-market strategy and business model that isn’t viable, you won’t be able to grow and scale the business. Company positioning is a critical piece of your overall go-to-market strategy and you must make sure your CAC model is sustainable.

			

			As you can see, this isn’t the work of a single afternoon or even a single week. Make sure you carve out plenty of time to do the work well. Also, keep in mind, it’s often helpful to leverage an outside expert who can ask the right questions and help guide your team through this process so that you can quickly arrive at the strongest possible positioning for your market.

			Company positioning must be developed within the context of your go-to-market strategy.
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			Developing Your Positioning

			Three Rooms: A Guided Messaging Structure

			So, what’s the secret to great messaging? You need to be able to talk at three different levels — your product, your value proposition, and your story. One way to approach this is by thinking of your positioning within three distinct rooms. With the three rooms strategy, you visualize your messaging as a gallery, and you’re walking your audience through three distinct rooms.
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			 You can think of this as a curated path through a museum, or if you’ve been to an Ikea recently, as the intentional path the Ikea designers have us walk through each room of the store. Let’s dive into each of these three rooms in more detail: 

			Room 1: Context

			Your company exists within the context of your market. Room 1 is where you create a compelling context for your company that’s framed within the market and what’s happening in your customers’ businesses. The primary audiences for your Room 1 messaging are media and investors, but it also gives you very important context and purpose for your prospects and employees. Below are some questions to help you think about your market context:

			
					What’s happening in your market today?

					What’s new in your target buyer’s world?

					Is there anything putting pressure on them?

					Are you attacking an established model that’s even bigger  than your market?

					How are you relevant to what’s happening in your market?

					Why is this happening and why is it important now?

			

			Many marketers often call this the why part of your story, it’s actually the why now that creates a sense of purpose and urgency for your company and customers.

			
				
					Never mention your company or your product in Room 1.

				

			

			Notice what’s not in Room 1. There’s no mention of your product and features in Room 1. There’s not even any mention of your company in Room 1. The most important rule to remember about Room 1 is that you never mention your company or your product. Your company doesn’t exist in Room 1. Room 1 is all about your customers’ market and what’s happening in their world, not about you (or your belly button).

			Room 2: Value

			The primary audience for Room 2 is your prospects. Room 2 is where you clearly articulate your value for your target customers, tie in how the why now is impacting them, and introduce the impact you could help them make on their business.

			In Room 2 you still never ever talk about your product or features, you don’t even talk about specific solutions. Instead, think about your prospects (and their needs) and frame the impact they would like to be able to make on their market and business. Below are a few prompts to think about your specific value and impact for your target customers:

			
				
					Company positioning must be developed within the context of your go-to-market strategy.

				

			

			
					What is their biggest use case?

					What are their top goals?

					What are their most important strategic initiatives?

					Is the main use case you help them with a top-three priority for them?

					Would their board care about it?

					What’s stopping them today?

					What impact do they wish their company could make in the  world?

					What impact do they wish they could make on their  company?

					How do you help the company and your buyer?

			

			It’s extremely important to know where your top use case stacks in their priorities. Is your top use case a top-three priority that their board would care about? If it is, you’re in good shape, if it’s not, then you’re facing a tougher climb. We all have 20 items on our to-do lists, but they’re not all equal.

			The top three get done well, and when these require software, these initiatives are fully funded with both the budget and resources to make the initiative successful. If your solution helps a prospect solve a top-three company priority, then you’ll have a shorter sales cycle and the project is more likely to be adopted, so you have a lower long-term churn rate.

			Priorities 4–7 can often get budgets, but don’t get the mind share, resources, and focus needed for long-term success. If your top use case falls below number seven on the to-do list, then just forget about it. You won’t close deals because your solution isn’t a top business priority.

			The ideal case is to align your value to one of your prospects’ top three priorities. The most important thing is to focus on the impact and value you can help them make on their business.

			Room 3: Product

			Room 3 is where you first introduce your product. However, you should still only discuss your product at a very high level and with a very intentional structure that positions your product within the context of your market and reinforces your value. 

			
				
					In Room 3 you introduce your product in a structured way that reinforces your value.

				

			

			The primary audience for Room 3 is your prospects, but only after they’ve heard the context and impact value from Room 1 and 2. Most companies have a high-level product descriptor — but how do you articulate all the powerful features and capabilities within it? If you want to empower and scale sales, then you need to create the specific language for how you talk about each part of your product.

			One approach that I’ve found is to think of all your features like a deck of cards that you intentionally reshuffle into a structure that reinforces your value proposition. This approach can help early-stage companies make small products look bigger, and can help companies with more evolved products communicate the power of everything their product delivers with the greatest clarity and impact.

			For example, an early-stage company can break out its 10 to 15 current features into three modules and make its product look more robust. A larger company with more than 52 features can reorganize all these capabilities into a 3–5 module structure that gives your sales team a framework to talk about everything your product can do. This will help you better articulate the value of your product.

			I want to point out that Room 3 still shouldn’t explore every single detail about your capabilities. Save that for your in-depth conversations with prospects who are seriously evaluating your product, not people just asking what your company does. Your company positioning is never intended to describe everything your product does, instead it communicates your vision, why you’re doing what you do, and the impact you help your customers make on their business.

			Positioning Exercises and Templates

			In this section, I’ve provided three road-tested templates that you can use with your teams to work on your own go-to-market positioning. 

			Exercise 1: Target Audience Matrix

			The first, and most important, step in your effort to develop clear and compelling company positioning is to have clarity on your audience. You can’t start messaging without first defining and achieving internal alignment on the prospects you are building your product for, marketing, and selling to. Since there’s no one-size-fits-all in business software, it’s important to think about your target audience in terms of clear segments and profiles. This template will help you work through what’s most important for each of your target segments. It requires you think through:

			
					Main use case your company could help with.

					Top challenge (related to their goal or use case).

					Reason why a prospect would choose your solution.

			

			Startups typically have between 3–5 unique target customer segments. Startups don’t have the resources to build product, market, and sell to every segment at once.
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			So, it’s just as important to clearly identify segments that you’re not going to go after as it is to identify your best-fit segments. Here are a few tips for working on your own target audience matrix:

			
					The use case needs to be the most important use case for that specific segment. It shouldn’t be what you wish their top priority or use case was, but what it really is. It’s critical to make sure these are honest summaries about your target customers and what their top priorities and corresponding challenges really are.

					The colorful expressions in quotes are a great way to bring  each segment to life. Most of this matrix will be in professional  speak, but the quotes illustrate how it’s stated between friendly colleagues.

			

			The information in this matrix will inform your company positioning and can also be the foundation for your future website copy.

			Exercise 2: Product Messaging

			The product module matrix is where you reshuffle all of your product capabilities into a structure that conveys the breadth and depth of your product. 

			I recommend 3–5 modules total. Make sure you tediously flesh out the exact messaging for each module. If you don’t, then your sales reps and prospects will be forced to try to describe the value of each module themselves, and no one will be happy with those results.
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			The information in this matrix will inform your company positioning and be used as the foundation for the future product section of your website. Imagine one product detail page per line in this matrix and you’ll see that you’re framing the benefits and impact of each feature, in addition to cataloging all the capabilities within each module.
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			Exercise 3: Your Company Narrative

			The company narrative is where you start to tie it all together and draft the text for your story. One of the most important ways to scale and empower a sales organization is to give them a clear presentation that tells that story, beginning with this company narrative:

			Summary

			When I was a product manager at Salesforce, I did my best to shape and accelerate the product roadmap. What I’ve learned since then is that clear go-to-market positioning can do way more to shape, align, and drive a product roadmap than anything an individual product owner could do. Having everyone aligned around clear go-to-market positioning makes every decision easier, from which features to build, to which partners are most important in the next 12 months. Working through your positioning will bring clarity to you and your team as you finalize a product roadmap and your entire go-to-market strategy.

			I hope you’re able to take away some ideas for how to approach nailing your go-to-market positioning. Working through this process will also help your startup team align around what’s most important, focus on the product and marketing items that will drive the most value for your target prospects, and clarify your entire go-to-market strategy.

		

	
		
			Chapter 6

		

		
			Grow Revenue Faster with Messaging Alignment, Playbooks, and Onboarding

		

		
			By Elay Cohen

		

		
			At this point in our journey, we have seen what it takes to build a great SaaS company, find product/market fit, and nail our company positioning. The next phase is all about execution, with a keen focus on building and equipping your sales team for success. Elay Cohen was at Salesforce in our formative (revenue) years — from 2005–2013. During this time, Salesforce saw revenues grow from $176 million to more than $3 billion. Much of this success has to be attributed to the amazing sales organization that was built under Jim Steele and Brian Millham, and enabled by the sales productivity team under Elay. Before you embark on expanding your initial sales team (which may only be you at this point in time), heed some of the advice that Elay lays out for you in “building to scale.” Thinking about your sales organization (fledgling or not) as a machine will help you focus on the critical success factors outlined in this chapter needed to build a repeatable and predictable revenue stream for your company.

		

		
			One of the most irking questions that keeps founders, CEOs, CROs, and CMOs awake every night is how to get their sales teams up to speed, faster. The question is universal — applying to both large companies and startups alike. Once a company has product-market fit worked out, and its go-to-market execution becomes the focus, there are several questions that need to quickly be addressed: 

			
					How can we onboard our sales teams faster, and get sellers  hitting quota faster?  

					When did we last align our sales teams on messaging and  products, and how do we know they’re good to go?

					How are we coaching our first-line managers to increase their  team’s distribution of quota attainment?

			

			As the former senior vice president of sales productivity at Salesforce from 2005–2013, let me tell you how I made sure those questions were always answered. We invested heavily in training, onboarding, certifications, messaging alignment, ongoing learning, coaching, communications, playbooks, and sharing best practices. We invested, on average, $10,000 per quota-carrying sales executive, per year, to elevate total team results. The International Data Corporation (IDC) claims the industry average is about $2,400 per seller, per year. 

			I’m sharing this to show what’s truly possible for startups. As a startup founder myself, and now working with hundreds of startup companies, we need to be smart about how we invest our time and resources. We don’t all have the deep pockets we had in the early Salesforce days, but that shouldn’t be discouraging. Instead, we can get creative and do our best with what we have. 

			When I started working with many early-stage startups in 2013, I realized we had to create ways for marketing and sales to mesh together, yet remain nimble. The old onboarding methods of death-by-Powerpoint and thick playbook reference manuals weren’t going to work. I was getting reactions along the lines of, “Are you crazy?” or, “Who has time to read all of this?” It got me thinking, we need to break down messaging alignment, playbooks, and onboarding into smaller, bite-size deliverables. Not only is this reflective of the fast-paced, content-focused world we live in today, it’s also the perfect solution for startups who are moving quickly with limited resources. 

			A Better Approach to Sales Learning

			We’re in the midst of a sales-learning revolution. The investments, shared learning, and outcomes happening at large enterprises like Salesforce are now in demand by small startups, too. Why? Because they work.

			Take a look at the following trends in sales learning: 

			Trend #1:  Bite-Size, “Snackable” Content

			Trend #2: Crowdsourcing Best Practices

			Trend #3: Closed-Loop Performance Correlations

			Applying these trends to how sales and marketing work together is crucial to hitting revenue goals faster, and ramping up sales teams faster, with better messaging alignment, onboarding, product launches, competitive battle cards, and certifications.

			Certifications

			When I was at Salesforce, we certified thousands of sales professionals every year. We were disciplined and maniacal about it. When Marc Benioff created a new corporate pitch, we were on a strict timeline to get everyone certified and on message, and we were better for it. As a startup, resources are thin but the discipline and focus to certify must be strong. It’s a winning formula that produces results and brings teams together.  

			We all know too well how the certification process works for most companies. The typical practice is to publish a pitch, maybe with video, maybe with speaker notes, and then pray for the best. I’m here to tell you that approach is outdated, and in short, just won’t get the results you’re looking for. Here are some examples:

			Fly around the world and have reps present pitches in local offices. Result: Reps feel inspected. Experience isn’t real-life. Cost is high.

			Have reps present pitch to sales manager. Result: After a few slides, many sales managers will say, “You got it, let’s look at your forecast,” and the pitch review isn’t completed.

			Have reps upload their pitches to a central doc library. Result: No one watches the pitches. They just sit in a folder collecting Internet dust. 

			The larger consequence of these unsuccessful scenarios is that our salespeople miss out on the opportunity, and benefits, of watching one another pitch. There is data to prove that reps will see a productivity lift after integrating peer-pitch best practices with their own pitch style. Salespeople ramp faster, sell bigger deals, and close deals faster when they hear one another pitch and share best practices amongst their teams. 

			Messaging Alignment

			 Messaging alignment starts from the top. When Jim Steele started at InsideSales.com, the first sales enablement initiative he did was get every customer-facing employee to record their two-minute elevator pitch. He did his first.

			Here’s the scorecard he used to get everyone on message and aligned in a time frame of hours versus months: 

			
					 Start with a catchy opening or industry stat.

					Have a clear what-we-do statement.

					Demonstrate value.

					Share a compelling customer proof point.

					Close with an open-ended question. 

					Keep it short.

			

			Jim Steele instantly aligned his entire organization and created a culture where sharing best practices was encouraged. Magic.

			Another executive and friend of mine, Bob Horn, joined a startup named Cognitive Scale. I’m inspired by the innovative work he did to crowdsource Cognitive Scale pitches and messaging. Starting with the CEO, every executive recorded an elevator pitch. Again, we see that messaging alignment starts at the top. Then, every product manager recorded how to sell the product. The short videos were shared with everyone in the company. Everyone reviewed the videos and shared their thoughts on the content. The short videos, along with peer reviews, made it fun, educational, and engaging for the whole company.

			The videos then served as templates for everyone to follow. In a matter of days, Cognitive Scale had crowdsourced new innovative messages, while getting the whole company on the same page about how to pitch and how to position each product suite. The other benefit of this method is that everyone practiced their pitch and improved together. This is the kind of knowledge sharing and learning culture that wins, every time. 

			Make the sales pitch messaging alignment process fun, engaging, and bite-size. Do more pitch certification, more often, and in smaller chunks. Rather than doing 30 to 40 slides or a long drawn out pitch process, create many micro-pitches.

			Here are some examples:

			
					Elevator Pitch (90 seconds): Have reps record a 90-second elevator pitch using a scorecard focused on value, customer proof points, engagement, and length. What if every rep had a tight, on-message elevator pitch?

					First-Call Pitch (5–10 minutes): Piece together presentations and deliver the what we do, customer stories, value/benefits, and solution slides in less than 10 minutes. What would happen to win rates if reps were on message, using the same high-quality slides?

					Discovery Pitch (2–3 minutes): Have reps practice their qualification and questioning prowess. Practice the value of kicking off customer meetings with open-ended questions to ignite dialogue. How would your pipeline quality improve with more qualification and discovery practice?

					Demo Story Pitch (3–5 minutes): Move beyond features and functions and have reps share their demo story setup, answering the why rather than the how. What would happen to sales cycle time with more demo storytelling?

					Objection Handling Pitch (60 seconds per objection): Come up with your most common objections and have reps share, in video, the best ways to overcome them. Reps get good practice and you end up with a library for future reference and training, too. What would happen to rep confidence if everyone had more objections-handling practice?

					Executive Close Pitch (5–10 minutes): Take your largest deals and have sales reps record their delivery of a mutual success, close plan, or value-based closing presentation. How would this pitch contest impact forecast accuracy?

			

			In addition to the ROI of ramping up reps faster, and closing deals faster, we asked 100 reps, each who recorded 2–3 minute elevator pitches, to share their experience using video storytelling to certify and get on message. The words shared on the next page highlight how hungry sales teams are for this kind of learning and best practice sharing. The words are verbatim, and my personal favorite happens to be, “Fan-Freakin’-Tastic!” 

			
				
					Exercise: Describe in three words your experience recording and watching pitch videos to share best practices.

					“Enlightening. Informative. Educational.”

					“Collaborative. Valuable. Impactful.”

					“Collaborative. Team learning. Action.”

					“Innovative. Collaborative. Creative.”

					“Exciting. Educational. Curiosity.”

					“Educational. Insightful. Fun.”

					“Interesting. Educational. Motivating.”

					“Amazing. Informative. Game changer.”

					“Insightful. Educational. Collaborative.”

					“Fan-Freakin’-Tastic!”

				

			

		

		
			Product Playbooks

			With teams aligned on message, which is always a great place to start, the next step is to build playbooks. What goes into a winning product playbook is pretty standard in the world of product marketing and sales enablement. We expect the following to be answered: who to sell to, how to sell, what to sell, what to say, and when to say it. Here is a list of items you can use as a guide to get started: 

			
					 Industry Trends

					Elevator Pitch

					Buyer Profiles

					Customer Stories

					Industry Use Cases

					Discovery Questions

					Value Calculators

					Sales Process

					Objections

					Frequently Asked Questions

					Competition

					Walk-Through of Product Features

					Day-in-the-Life Demonstrations

			

			It should be the job of product management or product marketing to create and maintain this content. As a former product manager, it’s a great best practice project that builds both passion and confidence within your team. I recommend creating a video product playbook. Give your product personality by broadcasting your face. When you can avoid it, don’t hide behind slides. You can use slides to augment your ideas, but your sellers want to see your face. Your product video should: 

			
					Tell your personal story.

					Explain why you’re passionate about the product.

					Talk about the product history a bit. Share a story that makes your product human and helps your sellers connect with the history.

					Include a 60-second elevator pitch.

					Illuminate buyer challenges.

					Share your favorite customer story.

					Share unique differentiators.

					Discuss how you qualify customers.

					Discuss your top discovery questions. 

			

			Investing in these kinds of assets will scale a company. It’s impossible for every PM to listen to every customer call or attend every training session. It’s the job of the first-line sales managers and sales leadership to do the coaching in their team meetings and one-on-ones, and go through the materials with their accounts and deals. 

			Let’s rethink our assumptions on playbooks. They are not intended to be static decks and documents that don’t add value. They should be tools that are used to build confidence and competence, versus checking a product or feature release box.  

			Competitive Playbooks and Battle Cards

			Another kind of playbook that’s important to address is what we call competitive battle cards. Who doesn’t want to crush the competition on every deal, every time? Who doesn’t want to see win rates skyrocket, rather than eat away at quota attainment and market share? Who doesn’t want every rep to confidently overcome competitive objections and plant competitive traps? Who doesn’t want to compete to win?  

			Do what most do and create slick one page PDF/PPT competitive tear sheets and wonder why competitive win rates don’t improve. What if I told you there’s a proven way to improve competitive win rates by 20%–30% in less than 30 days? 

			Consistently competing to win is hard work. The secret is to focus on rep competence and confidence. Focus on how reps knock down formidable foes by repositioning perceived strengths to conflict with a buyer’s needs and wants. Regardless of size, it’s time to stop being defensive against the “fear, uncertainty, and doubt” (FUD) competitors are saying about you, and assert the leadership position in conversations.  

			When I was at Salesforce, we crushed Microsoft and Oracle in every deal because we were scrappy, creative, and armed. My friends Dave Kellogg, Gary Hanna, and Sheevaun Thatcher at Host Analytics created a winning competitive strategy that resulted in dramatic results in win rates. The transformation happened in days. Here’s how they did it:

			Step 1: Know Thy Competition (and Don’t Bash)

			Start by focusing on top competitive strengths. Embrace them, don’t pretend they don’t exist. Focus on your buyer needs and why this strength isn’t important to them. Capture the questions reps can ask to plant traps, forever locking out your competition. Build a culture of overcoming objections and planting traps, versus aimlessly bashing the competition.

			Step 2: Record Bite-Size Coaching Videos 

			Record short 2–3 minute video shorts for each competitive strength explaining what your competitors are saying and how you’d handle the objection. When recording the coaching videos, it’s important to get very granular. Map strengths to objection handling and map weaknesses to traps and questions your sales team can strategically pose during discovery.

			Step 3: Share Coaching Videos 

			Turn the videos into role-playing exercises with real deal scenarios. Make sure everyone watches the videos and shares what’s working and what’s not working against each competitor. Have teams practice blending discovery questions with competitive trap questions. Bringing all your teams together will improve the confidence of the reps, which leads to immediate results.  

			Step 4: Role-Play and Practice

			The way to make this stick is to have every rep make a video of one objection and one trap or practice in a team meeting, in round-robin fashion. The power of practicing objections and traps is great and the benefits of peer-to-peer reviews and feedback are tremendous.   

			Onboarding

			Getting sales teams performing better and faster is the way to quickly grow a business. It’s how we did it at Salesforce and it’s one of the most important initiatives for young startups, too. The first step to creating a scalable, revenue-generating onboarding program is to align on metrics. We all want to front-end the process with metrics that help sales to focus on the right behaviors and actions. For example, we want to measure pipeline generated, time to first deal, and time to quota attainment. 

			When Dave Rudnitsky, former sales leader from Salesforce, joined Jim Steele at InsideSales.com, one of his first initiatives was to build an onboarding program to ramp up his new team fast. He went from 0–20 sales execs in a very short period of time. The program he created resulted in tens of millions of dollars in self-sourced pipeline and every seller closing a deal in their first 30 days. 

			Dave created a program that blended self-paced work with certifications and with team-based exercises and role-plays. He focused all activity around messaging competence, self-sourcing pipeline, and closing a deal in the first 30 days. Here’s what the learning path of his program looks like: 

			Week 1: Culture, Stories, and Vision

			The first week includes content and welcome videos from all the executives, including the CEO, CRO, and CMO, sharing their vision and goals. The week is filled with customer stories and testimonials along with top performers recording their deal wins to capture how they won the deals and to share their story in a more engaging way. 

			By the end of week one, which is all done pre-boot camp, sellers have gone through over 12 hours of rich content and have practiced their pitch and white-boarded the value proposition. The first week is all about getting up to speed on the culture and stories. 

			Week 2: Products and Services

			During week two, the product managers share product playbooks as video interviews. The final measurable deliverable for this week is for every seller to record a 2–3 minute elevator pitch. Everyone sees one another’s recordings, and peer reviews help engrain best practices.   

			Week 3: Prospecting and Territory Planning

			Focusing on pipeline generation, the teams are then guided to prospecting. Territory plans are created and prospecting outreach strategies and winning emails are discussed. Salespeople are already generating self-sourced pipeline by this week. The certification is a recorded 5-Minute Territory Plan, focusing on top accounts and pipeline generation strategies. 

			Week 4: Account Strategies and Deal Execution

			Dave Rudnitsky brings it all together in the final week where every seller records an account plan for their top account. He brands the program IGNITE and aligns everyone with his enterprise sales playbook. Account planning is focused on a core set of strategies on connecting the dots, compelling events, and a mutual close plan. This week has a final IGNITE certification.

			The results of this type of program speak for themselves. Pipeline and revenue targets were exceeded. But the best part of the story is the feedback from the reps themselves. They all agree that they wouldn’t have been able to ramp as fast as they did without the structure of a 30-day onboarding program. 

			All too often, building a scalable and repeatable sales onboarding program takes a back seat to other priorities. Follow the lead of David Rudnitsky and other forward-thinking sales leaders and put foundational pillars in place from day one. Your team will yield huge benefits and will start winning faster, and more often. 

			Summary

			Building a revenue machine that’s fueled by certification, playbooks, and onboarding takes leadership and discipline. It means putting as much energy and focus into your go-to-market as you do into your product innovation. 

			Build a culture of sharing best practices and continuous improvement. To do this means leading by example. Do you think you’re ready? Here’s a test: Pick up your phone, record your pitch, and share it with your team. Make it part of your onboarding process and make it a requirement for every product manager. Once you have these systems in place, watch your entire organization follow your lead and the revenue magic will follow. 

			To help jump-start your organization, I’ve broken all the information covered in this chapter into actionable to-do lists. You know what to do, now it’s time to get started. 

			Onboarding To-Dos

			
					Interview reps to document what it takes to win deals and ramp fast. 

					Listen to customer calls and do ride-alongs.

					Interview reps who ramped fast to understand what worked, what didn’t work, and what could be improved. 

					Define onboarding success metrics.

					Map out 30-day learning path with weekly milestones,  metrics, content, and certifications.

					Inventory content and content gaps.

					Crowdsource pitches and demos from the executive team,  product managers, and top reps.

					Conduct quarterly learning path results and iterate.

			

			Product Playbook To-Dos

			
					Invest the time to document a first draft of the playbook.

					Use the best practice sections.

					Deliver all content in video.

					Crowdsource updates from sellers.

			

			Competitive Battle Cards To-Dos

			
					Know thy competition and don’t bash.

					Document strengths and overcome objections.

					Uncover weaknesses and plant traps.

					Make role-playing and practice part of the culture.

			

			Certification To-Dos

			
					Break down your customer conversation into bite-size  certifications.

					Be disciplined and institute a weekly pitch.

					Be honest about feedback.

			

		

	
		
			Chapter 7

		

		
			Sales Distribution & Segmentation Strategies

		

		
			By Mike Wolff

		

		
			Now that you know about what it takes to equip a scalable and repeatable sales machine, you are ready for some insights into how to go about building out the killer sales team. Start with inside reps? Go directly up market with a field sales team?  Mike Wolff provides us with an exposé on his thesis of building a sales team around a hub distribution model. Getting closer to your customers is one critical way of taking your sales to the next level, but it is just as important to segment the market for growth. Mike and I started at Salesforce around the same time (2002). During his tenure, Mike worked his way up from an entry-level sales rep all the way to running our SMB sales organization as SVP of commercial sales. Having perspective from being at Salesforce just at the point that we were hitting initial traction, Mike can relate to us the key strategies to thinking big and hiring wisely on the way to dominating your chosen category.

		

		
			In the cloud economy, the terms “inside sales” and “field sales” are outdated, irrelevant, and ineffective. It no longer makes sense to hire a team that’s based 100% in the office selling to remote geographies, and it’s also highly risky to hire field salespeople who are based in their homes with a limited support network.

			If you’ve built a great solution, customers will always find you. But to get enough customers, you need a dedicated sales team that makes sense in today’s landscape. If you’re trying to build a sustainable company that’s going to drive billions of dollars in bookings, you need to be smart about how you invest in sales. This chapter will tell you why, and will show you how to set up a winning sales team against today’s challenges. 

		

		
			
				
					[image: ]
				

			

			Hub Distribution Model

			There’s a new paradigm to drive successful direct sales teams — the hub strategy. The hub approach is all about hiring across the spectrum of sales experience, from development to enterprise, and getting closer to your customers by spreading your team across multiple offices in different geographical locations. There are many benefits to this model, and we’ll dig into them in more detail below:

			1. Get closer to your customers.

			I’ve seen our pipe-to-close rates increase three times whenever we’ve invested the effort to meet with our customers face to face versus just relying on Web conference or the phone. It’s interesting that in this age, with all of the social media tools, that meeting face to face is becoming much more important to building a successful sales organization. 

			To break through the clutter and effectively sell to companies of all sizes, it’s critical to set up a sales environment where you can economically meet with your customers. Sure, you can travel periodically to a territory, however, in the cloud-selling age, you need to be able to balance transaction volume on a monthly basis. Thus, it’s not manageable for an account executive to travel thousands of miles to meet with customers. 

			The best salespeople are ones who are able to build rapport. If I’m based in San Francisco and I’m selling to a customer in Dallas, how can I possibly understand what’s going on within the community that I’m selling into? I have no connection. Sure, I can google “Dallas” and get a cursory sense, however, I’m not a part of the community. And don’t fool yourself, your customers know it. And, they’re investing dollars with other companies that understand them better.

			2. Build a multiyear career path from the entry level, to a more  complex, enterprise-selling position. 

			How incredible would it be if you had a pipeline of account executives and future leaders that understood your company culture, your selling motion, and your customers? This is another benefit of a hub-based selling environment. The hub model enables companies to hire at all levels of sales competence and sets in motion a career path that drives consistent sales success. 

			When I interview salespeople at growing companies and ask them what’s inspiring them to evaluate new opportunities, the number one piece of feedback I receive is that there’s a lack of a career path. Why are you developing talent for others to leverage when your valued employees leave for other opportunities? The hub model helps address this challenge.

			3. Diversify your recruiting portfolio in an ever-increasing  competitive hiring environment.

			In such cities as San Francisco, New York, Austin, Boston, and Chicago, it’s becoming an increasingly competitive marketplace to hire top talent. This challenge will directly impact your ability to exceed bookings expectations. Therefore, to mitigate risk, it’s crucial to have a multi-hub approach in place. 

			This strategy will provide you with the opportunity to transition territory and headcount to your offices with the most hiring momentum, and ensure that you’re being proactive with your business versus lowering the bar to bring on talent in a specific locale, which will then negatively impact you in ways far beyond a lack of bookings growth.

			4. Orient teams in a selling environment that encourages constant collaboration and quick development.

			The coolest part about the hub model is the collaboration that can take place between a sales development rep with one month of selling experience and an account executive with 15 years of experience. As a result, in a hub model, team members develop faster and impactful mentorships are formed early on, which further strengthen engagement. In the old world of inside and outside sales, the setup prevented this type of interaction from occurring, let alone developing. 

			How to Segment the Market for Growth

			Cloud computing has democratized the potential for incredible technology to be purchased by companies of all shapes and sizes. On one hand, this is extremely exciting, and on the other hand, it creates an extremely difficult challenge for growing businesses to figure out how to successfully cover and execute against the market. As you think about developing and evolving your go-to-market strategy, here are some key principles to keep in mind.
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			1. Bifurcate sales development and account executive responsibilities.

			Many others, like Aaron Ross, former Salesforce team member and author of Predictable Revenue, have stressed the importance of having account executives focus on selling, and having sales development focus on building pipeline. While your account executives are always going to have some aspect of his or her job focused on pipeline generation, it’s critical that businesses put in place the infrastructure to support your sales organization with pipeline generation efforts. 

			This arrangement ensures that you’re able to focus both on sales execution and market expansion. Without it, you’ll find, like many other businesses, that your growth will stall because your account executives won’t be able to successfully and consistently balance both responsibilities.

			2. Understand how your customers buy.

			Put in place a sales framework that enables you to effectively sell to companies of varying size and complexity. Consider employee count, annual revenue, annual spend, and product interest when deciding how to segment your target markets.

			3. Sell directly.

			For any fast-growing business, ultimately, there’s always going to be a point when you think about how to effectively expand your sales organization beyond your HQ or how to develop distribution capabilities abroad. While there are always going to be shades of gray, I’m a strong proponent of hiring, enabling, and growing a direct sales organization to help teams fully capture the market opportunity. Selling directly will help you:

			
					Build internal account executive talent and future leadership talent.

					Drive consistency with your company messaging, positioning,   and overall sales/customer success experience.

					Create a culture of wildly successful customers who feel  connected to your team versus the resellers that are serving them. This helps build brand awareness and will have a positive ripple effect on your business. 

			

			4. Identify top verticals, and again, know your customers. 

			I often receive inquiries about how to approach verticals and why we selected key verticals such as financial services, health and life sciences, and consumer product goods. When thinking about your vertical strategy, some areas to consider are:

			
					What does your customer data tell you? Take a look at the data and figure out who your customers are and whether it makes sense to put in place a vertical focus to further optimize bookings.

					What’s the total available market (TAM) for the vertical that you’re looking to target?

					How aligned are your product, marketing, and sales  strategies around a particular industry focus? Creating an industry-focused sales team without product and marketing alignment isn’t going to be very efficient for your team.

			

			5. Own the customer lifecycle. 

			Another question that often comes up is whether or not fast-growing companies should create separate teams of hunter and farmer salespeople. The school of thought around this strategy is that further specialization in a certain part of the sales motion will lead to increased new business bookings and a more efficient add-on/upgrade process to drive incremental bookings.

			This decision depends upon the complexity of your sales process and the breadth of the products and services that you sell. At Salesforce, all of our core account executives are generalists. In other words, they’re responsible for driving a monthly bookings number and derive this business from both new business and add-on/upgrade bookings. While this has been our primary go-to-market model, due to the breadth of our services, we’re now at a point where we are actively evaluating the hunter/farmer model. 

			As your business matures, there’s going to be a point at which you evolve from one type of organization to another. It may be at the very beginning or it may come 15 years down the road. 

			In the cloud economy, I’m a proponent of the generalist approach because it focuses on what’s best for the customer. As a subscription-based business, the real sale begins once the initial opportunity is closed and we’ve found that customers appreciate it when there’s continuity on the sales front. Additionally, by being responsible for post-sales activities, this drives a level of accountability with the account executive to ensure that he or she isn’t closing sloppy business and throwing it over the fence for someone else to clean up. 

			This balance of focusing on prospects and customers also leads to a continual focus on doing what’s right for the business, but mostly, for our customers. Couple that approach with a hub distribution sales model, and you’ll be setting yourself up for high efficiency, and fast growth. 

		

	
		
			Chapter 8

		

		
			Customer Experience and Success: Both Science and Art 

		

		
			By Melinda Gonzalez

		

		
			Melinda spent 10 years at Salesforce, helping the company grow from 500 employees to upward of 15,000 employees when she left. Just as the other authors echoed, no academic MBA could compare to the real-life experience of being at Salesforce in the early years. As a member of the corporate customer success team in 2004, she was part of the pioneering collective that defined and established the customer success function for the industry as a whole. In her latter years, Melinda worked in the product organization, establishing and then running a customer advocacy function that embedded the voice of the customer into the product roadmap, which ultimately led to launching a companywide net promoter system that spanned product, sales, and post-sales functions. Managing this program across a company of 15,000 people, and many disparate functions that touch the customer, was a crash course in the importance of having a cohesive customer experience. Melinda makes the case for starting early in your startup journey to define your customer values, understanding your customer journey, and being ruthlessly focused on customer success metrics.

		

		
			To say that I am passionate about customer experience would be an understatement. My time at Salesforce in large part made me that way. Why? Because I experienced firsthand that being customer-centric doesn’t have to be just lip service. When done right, it can be a strong brand differentiator with tangible retention and revenue impacts. I now have a customer experience consulting practice dedicated to helping startups and midsize companies tackle the challenge of defining what great customer experience looks like for them. 

			How do you deliver value to your customers? Is it primarily through your product? Through the stellar customer support you provide? Through the new head of customer success you’ve just hired whose job it is to figure it all out? 

			If you answered yes to any one of those questions, you’d be wrong. Customer value, and a great customer experience, is a composite of everything your customers come into direct contact with, as well as the “connective tissue” — the people, processes, and technology behind the scenes that bring those touchpoints together across the customer lifecycle. 

			Early-stage startups are naturally concerned with the basics of getting a product out the door, getting customers to use the product, and supporting customers using the product. But at what point is it necessary to pay attention to the connective tissue? 

			This is a conversation I regularly find myself having with colleagues, prospects, clients, and venture capitalists. After some discussion, the general consensus is this: Understanding and designing the customer experience with the complete customer journey in mind tends to become a natural focus, and even a necessity, for later-stage, maturing businesses. However, early-stage startups rarely feel like they have the time or resources to focus on it. That said, most venture capitalists I’ve spoken with agree that startups should make this a priority earlier. 

			Knowing that, and knowing that your competition is likely not paying attention to this, means that having a strategic focus on your customer experience sooner rather than later could give you a significant market advantage. 

			Do I Need to Worry about a Customer Success Strategy Now?

			Isn’t it enough to deliver a stellar product and customer support? Yes and no. Having a successful product with a growing customer base on its own is a huge feat. But if you’re not paying attention to customer experience, you’re undoubtedly cutting into future profits. By now, you understand that in a subscription model, the long game is not just about bringing in new customers. It’s about keeping the customers you already have. 

			Building a business around distinct functional areas — product, sales, support, and so on — rather than looking at the whole customer experience puts you at risk of customers falling out of love with you when the excitement of the new sale wears off. It gives your competition the opportunity to steal away the customers you have, and the ones you’re spending precious investment dollars to get. Enter customer success, an industry born out of this very challenge. This chapter discusses the concept of customer success with two themes in mind:

			
					Customer success as philosophy or mantra, where we  explore the ways that customer centricity manifests within the business to rally employees around a customer-oriented mindset and to create a positive customer experience.

					Customer success as a business model, designed to  increase customer retention and mitigate churn using customer success managers (CSMs) who act as customer advocates, and customer success programs to reach larger audiences when the business needs to scale operations.

			

			Customer success is not a one-size-fits-all department, and it can look very different depending on your industry, maturity, and business goals. My intention is to deliver best practices and recommendations that an early-stage startup can immediately put to use. 

			However, in the same way you think about your product roadmap night and day, you should place the same emphasis on defining and planning your customer experience roadmap. Having some foresight about how you’ll need to evolve your customer success strategies to support (hopefully) meteoric growth will ensure you don’t get caught flat-footed in addressing these challenges. Additionally, it will give you the edge you need to set yourself apart from the competition. 

			1. Establish Culture and Core Values Early 

			Great customer experience starts with your culture. Embedding the importance of customer experience into the DNA of your company is the best way to ensure you continue to deliver products and services that delight your customers and keep them coming back. While startup environments are synonymous with a certain level of scrappiness, establishing a defining culture can go a long way in developing cohesion around a customer-centric ethos. 

			The biggest issue I regularly see with early-stage, fast-growing startups is a lack of customer empathy. The internal growing pains are so all-consuming that it’s easy to lose sight of customer needs, pains, and concerns. At any stage during that there might be very few defined processes to guide decision-making, reinforcing the importance of understanding customers and their perspective. This helps your employees think about the customer’s needs first, enabling them to make decisions in that context. Furthermore, without a defined culture how will you articulate what sets you apart from your competition?

			One could argue that Salesforce, at its core, is a sales company, but very early on Marc Benioff set a clear customer-centric vision that was reinforced with a significant investment in a new business function called customer success management (CSM). “The wild, wild West” is a phrase I often use to describe the early CSM days at Salesforce, and I do so fondly. The pioneer spirit was alive and well. CSMs were given the latitude to explore various approaches to customer engagement and adoption. The experimental and agile approach helped the company define and quantify a CSM’s impact on customer retention and account growth, and we established a new function that evolved into what is now a thriving customer success industry. 

			While not an explicit policy, it was clear that experimentation was encouraged and even expected. We were operating in a relatively new and not entirely understood land. What are CSMs? How are we different from account managers, or even technical account managers? What is our relationship with the sales team? What does meaningful adoption look like, and how do we measure it?  

			Even with all this ambiguity, we faced these challenges with zeal. There was a general understanding that we were an ever-evolving, yet critical part of a broader goal. We were dedicated to ensuring customer renewals came through for the small business segment, which was arguably the majority of the company revenue stream. We operated under the belief that individual wins bolster the greater good. Sharing of best practices was expected. It was assumed that your day job of working directly with customers also meant helping to institutionalize the CSM function by defining new strategies, evolving best practices, and documenting operations and processes internally.

			In an early startup environment, customer engagements are often shaped by in-the-moment decisions from frontline individuals. Having some form of customer-centric core values provides a unifying mantra that guides these decisions where processes and guidelines may not exist yet. Here are some examples of our early cultural values at Salesforce:

			Customers Come First 

			CSMs were allowed, and expected, to experiment with many aspects of the role. The general theme was scale, and areas of focus included things like customer outreach and engagement methods, operational improvements, and the like. However, the needs of the customer were never compromised. 

			Very early, reactive fire-fighting behaviors were expected and reinforced because they were effective and portrayed to the customer that they had an advocate looking out for their interests. These “dive catches” are often a necessary aspect of early-stage customer engagements. As a business matures, however, the need for operational repeatability and scale quickly become the priority, creating a need to evolve the definition of customer success. 

			Individuals taking their own approach to what they think is best for the customer, however well-meaning, eventually becomes a challenge to solve for rather than an asset. As such, how you define and deliver customer success and advocacy should evolve with your business. Your challenge is to establish, and then redefine, organizational behaviors that maintain core values while supporting maturation needs. 

			Alignment

			An often talked about alignment tool that Salesforce has used since day one is the V2MOM: vision, values, methods, obstacles, and metrics. Marc Benioff has discussed the V2MOM process in interviews and blogs, as well as in his 2009 book, Behind the Cloud. 

			“I’ve always thought that the biggest secret of Salesforce is how we’ve achieved a high level of organizational alignment and communication while growing at breakneck speeds. Essentially, V2MOM is an exercise in awareness in which the result is total alignment. In addition, having a clarified direction and focusing collective energy on the desired outcome eliminate the anxiety that is often present in times of change.”  — Marc Benioff, April 2013

			The V2MOM is a tool designed to communicate the corporate vision and drive buy-in and alignment to that vision throughout all levels of the company. It is defined at the beginning of each year and revisited throughout the year to ensure things are still on track. This iterative cycle drives a continuous focus on the stated goals, and it enables and often triggers operational adjustments throughout the year, as needed.  

			This exercise had the amazing impact of establishing focus and creating cohesion across the company, while maintaining an environment that supported innovation and the individual pioneering spirit.

			Philanthropy

			Many companies have replicated Salesforce’s approach to integrated corporate philanthropy, and our charitable foundation, Salesforce.org, has taught thousands of individuals how to make giving back a core part of their personal and professional lives. But if that wasn’t enough, it also almost accidentally became a point of connection and community between Salesforce and its customers. 

			Before we knew it, customers and employees were self-organizing volunteer events in their local regions. Is there a better way to get to know, build trust, and strengthen relationships with customers? And let’s be honest, it’s those relationships that will pave the way for positioning future sales opportunities, managing through difficult customer conversations, and securing renewals.

			While company culture will evolve, it’s important to take the time to explore and define your core values as a leadership team, to communicate these to everyone in the business, and to find ways to weave them into the fabric of the company. Do this early, or your culture may be dictated in a way you don’t expect or desire, with potentially negative consequences for your customers.

		

		
			
				Exercise: Define Your Customer Values

				Explore what customer success looks like for your business. Define the values that the business must embody to support that vision. More specifically, what are some of the brand attributes (use adjectives) that describe ideal customer interactions? What are the employee behaviors that reinforce those brand attributes? Think about your customer experience roadmap. How will those behaviors need to change to support 2x, 3x, 10x more customers?

			

			2. Take Time to Understand Your Customers’ Journey 

			Pop quiz! Can you list all the touchpoints you have with your customers today? What are the top one or two most important customer touchpoints, and why? Which customer touchpoint is most impactful on securing the renewal? I’ll bet your mind immediately started scouring your product interface, sales messaging and interactions, website design, email marketing campaigns, and much more. You’d be right to do so. When you stand in your customer’s shoes, you quickly realize the myriad ways customers interface with your business, and it doesn’t come together as a seamless experience unless it’s intentionally designed to feel that way. 

			A pitfall I’ve seen with startups is the belief that hiring a CSM will improve customer interactions. However, all it really does is give your customers yet another access point they have to figure out how to use. And it only gets more challenging as the business grows.

			The advantage of having CSMs on watch is that they are the quarterback for the account. They can drive adoption, proactively identify risks to renewal, and pull in necessary resources to mitigate or eliminate that risk. But investing in a customer success function is not a magic bullet, and it alone will not ensure a high customer retention rate, especially if other parts of the customer experience are broken. Take a step back and look at your end-to-end customer journey to assess which touchpoints are working well, where there are pain points, and where a CSM can interject to make the most impact.

		

		
			
				Example: Product Fit

				Something that occurs quite often is the issue of product fit. The customer has a great relationship with their CSM, but they may have signed up for more (or not enough) product than they need, resulting in frustration and the customer feeling like they were over/under sold. 

				The CSM might be able to turn around the account and decrease the risk of the customer canceling by working with the sales team to remedy the situation, but the root cause of the issue is more upstream. It goes back to earlier in the sales cycle, before the CSM ever came into the picture. 

				The best thing to do is to correct the situation and to avoid repeating it. Improving the issue going forward means retraining the sales team, adjusting sales messaging or marketing collateral, or more. You won’t know until you evaluate the root cause in the context of the full customer lifecycle.

			

			There’s a burgeoning industry around customer experience and customer journey mapping. A simple Google search on the latter term will result in some version of the following definition: “A customer journey map tells the story of the customer’s experience from initial contact, through the process of engagement and into a long-term relationship.” You won’t have to look far to find a company that offers either a product or service to help you with your journey mapping efforts, but as a cash-strapped startup, that’s not always an option. 

			So, now what? Time to DIY. Take a half day, get a small group together that represents the various areas your customers come into contact with, and walk through a week, month, or year in the life of a customer. It won’t be perfect, but going through an imperfect exercise is better than not doing it at all. Beyond the actionable insights derived from this session, it will reinforce your commitment to customer centricity, and it will help you define your core customer values.

		

		
			Exercise: DIY Customer Journey Mapping

			Here are some simple steps to get you started with a simplified version of customer journey mapping:

			
					Decide on the purpose of your journey map. A “current state” map is used to evaluate and improve current customer interactions. This is recommended if you already have a product and customers. A “future state” map is used to identify the ideal set of interactions you will have with customers. This is recommended if you’re in the process of going to market with a new product.

					Identify a specific customer persona, including his or her name, title, company, background, and if possible what you know of his or her needs, challenges, and goals. The idea here is to create a connection with this individual to make it easier to see the journey through his or her eyes. 

					Identify the phases of your customer lifecycle. For B2B SaaS companies, lifecycle phases are typically some version of the following: learn, select, purchase, onboard, adopt, renew, recommend. In a subscription model, this is a circular, not linear, process. Customers will cycle through it repeatedly as they use more of your product.

					Identify all the touchpoints the persona comes into contact with across the lifecycle phases.

					Talk about what works well, or not so well, with these touchpoints, layering on any data points, if you have them.  

					Pick one or two touchpoints that are contributing to significant negative customer impacts or creating key challenges for the business. Examples include: an inability to consistently secure the initial sale, convert after a trial period, effectively engage the right contacts after the sale, secure the renewal, and so on. 

					Discuss as a team what the root cause of the issues are and what the solutions are for those issues.

					Identify an owner to design and implement improvements.

			

		

		
			Once the improvements have been implemented, revisit the journey map to see what’s changed and identify the next set of priorities. If it hasn’t become evident, you’ve at least developed a framework that helps everyone understand the complete customer journey, not just what’s happening in his or her specific area. It should be treated as a living document, evolving as your business grows. Taking a half day to establish this big-picture thinking will reap endless rewards.

			3. Be Metric-Oriented 

			Pick a metric, any metric: EBITA, CAC, LTV, NPS, churn, revenue, virality, conversion, customer satisfaction, and more. There is seemingly no limit to the metrics that a startup could, should, or must track. So, where should you focus? Even with just a handful of customers, it’s important to establish a core set of customer success operational metrics to monitor. While these will change over time, being metric-oriented around customer success early provides several benefits. 

			First, it reinforces a data-driven mindset with employees and communicates data-driven decision-making as a core value. This will be a game changer down the road and help you avoid measuring the wrong things — or at least help you avoid measuring the wrong things for too long. Second, it helps minimize subjectivity often associated with early customer success operations, and it provides a stronger foundation for performance management discussions and operational adjustments. Third, it establishes a database of historical metrics, albeit perhaps rudimentary, that can provide insights and inform adjustments over time.

			Customer success metrics in the early days at Salesforce were a combination of activity-oriented metrics, some educated guessing, and an attitude of, “Let’s try this and see what the impact is.” CSMs were assigned a set of accounts within the territory they supported, we each had a customer dashboard to monitor usage and activities, and we were given targets for proactive/reactive outreach. Account executives owned the renewal and all upsell and cross-sell opportunities. CSMs uncovered many of those opportunities, and eventually we evolved CSM compensation to include not just activities, but also the identification of revenue-generating new opportunities. 

			It was primitive by today’s standards. This was before automated and targeted relationship lifecycle marketing was a concept commonly attached to customer success strategy, before the concept of a customer health scorecard was developed, and way before the productization of the industry through the many customer success platforms that are available today. 

			It’s easy to get overwhelmed with all the metrics one could possibly track, but the goal is to pick informative metrics that are aligned with your stage of maturity. For an early startup, with a budding customer base, my typical recommendation is twofold. 

			First, focus on product adoption. Product adoption metrics not only help inform your customer success engagements in the near term, but will become a crucial component for delivering success programs at scale. They’ll also become the backbone of your risk assessment strategy, as well as your strategy for targeted relationship lifecycle marketing and adoption outreach.

			
				
					Example: Product Adoption Metrics

					Define what good adoption looks like for your product. What are the specific metrics that you (and eventually your CSMs) will use to evaluate product adoption? 

					Note: This assumes you have instrumented your product or website in such a way that you can track elements of product interaction or consumption.

					Products vary, but some basic metrics to track include things like: 

					
							Login percentage

							Session time

							Time between logins

							Total number of [custom] features deployed

					

					You will eventually want to build on those basic metrics to track not just volume of consumption, but also the sophistication or complexity of how your customers are using the product. Adoption of more complex product features bolsters product “stickiness” and increases the chances of renewal.

				

			

		

		
			My second recommendation is to define a framework for assessing overall customer health. Call it a customer health scorecard, health dimensions, success domains, or whatever resonates with you and your customers. Your goal in this exercise is simple: Establish a set of criteria, beyond product usage, that at a glance can indicate whether the account is healthy and likely to renew. 

			The concept of a health scorecard is often associated with more mature businesses. Startups often take a gut-check approach to this, but I believe it’s valuable very early on for two reasons:

			Internal Alignment

			Can you describe what a healthy customer looks like? This is one of the first probing questions I ask when meeting with startups. If you’re not aligned internally about what a healthy customer is, how do you acquire more? How do you avoid acquiring customers who aren’t the right fit for your business? How do you begin to learn what the flags are for an at-risk renewal? 

			Without this alignment, the customer care team and all other individuals who come into contact with customers don’t know where to focus their attention and expertise to ensure healthy customers who want to renew and recommend your product to others.

			Customer Alignment and Value Perception

			Whether you do formal business reviews or ad hoc account check-ins with your customers, having a basic framework for the discussion can be a huge success factor and differentiator for your brand. Be transparent with your customers about your success criteria, and take time in the beginning to ensure you’re both aligned on those factors. 

			This becomes the foundation for your account reviews going forward, and the benefits are multifaceted. It provides an organized and cohesive focus for account reviews. It provides a platform to highlight the value your product is delivering, and to position additional products and services that can address gaps. And it keeps customers honest about their expectations. 

		

		
			Example: Framework for Assessing Customer Health 

			Considerations for Design:

			Maintenance Effort: Without a CRM solution, there is a high likelihood that you’ll be collating and updating this information manually in the beginning, so be realistic about what you want to include in your weekly or monthly updated versions. 

			Score vs. Indicator: Whether you use a score or other indicator such as Red, Yellow or Green, keep it simple until you have more nuanced data to support a more complex evaluation. Therefore, for scoring, use 1–3 or 1–5, maximum. The same goes for indicators. Sorry, no fuchsia just yet.

			Elements to include (customize as needed):

			• Product Usage: assessment based on product metrics you’ve chosen to track

			• Voice of Customer: assessment based on customer feedback  surveys or gleaned directly from your customer-facing teams or  direct customer conversations

			• Customer Support and Escalations: assessment based on the overall status of customer support cases, how engaged the    customer is with the customer care team, and status of any open/past escalations

			• Customer Advocacy: assessment of customer’s likelihood to    repurchase or recommend and if they have already done so

			• Overall Health: assessment based on reviewing other criteria;    this is the last item that should be updated once everything else    is filled out

		

		
			Know that you will have to adjust these targets and metrics over time, but the act of iterating through this exercise and reassessing every few months is the best way to learn what’s right for your business.

            Summary 

			By now you understand that customer success is one component of the overall customer experience, and doing it right requires a little bit of science and a little bit of art.  So go ahead, get your lab coat and paint brushes out. As you think about your approach to customer success, be ready to iterate and keep in mind the three basic concepts: Establish customer values and culture early, look at the forest and the trees by understanding your customer journey, and establish a framework for measuring success. 

			The science is established. Salesforce proved that model and it’s now relevant and applicable to every SaaS business. The art is in how you choose to apply these practices to your business to set yourself apart from the pack. 

		

	
		
			Chapter 9

		

		
			CRM and Content: Two Ingredients for Early Startup Success

		

		
			By Greg Poirier

		

		
			Greg is a seasoned “startup guy,” having been an early-stage employee at numerous startups, as well as serving as COO in his last startup position. He came to Salesforce through the acquisition of Radian6, and he assumed the responsibilities for leading and implementing Marketing Cloud’s overall strategic online activities. Greg is a respected advisor to the startup community and now devotes his time to helping startups accelerate success through proven sales and marketing programs at his consultancy, CloudKettle. As we have seen throughout this book, there is a common theme about sound planning and execution as a driver for success. Greg discusses the need to invest in a customer relationship management system, as well as defining your content marketing strategy early in the genesis of your startup.

		

		
			You’re a small organization, you know your customers already, and you really don’t have that many to keep track of. A simple, shared spreadsheet can probably do the trick. Do you really need to be wasting money and headspace on a customer relationship management (CRM) solution? 

			It may be tempting to set the idea of purchasing a CRM solution aside, especially if you’re a startup. After all, CRM solutions consume precious resources. At a minimum, they require license costs and configuration fees, but on top of that, they demand the most precious startup resource of all — founder attention during their planning and implementation. 

			Despite the upfront time and financial commitments, all startups should make investing in CRM, and investing in one early, a top priority. This chapter will show you why. 

			Why Your Startup Needs CRM

			Take a look at the questions below and answer yes or no. 

			
					Will your product be available to buy offline (in other words,  sales will not strictly be online and self-service)?

					Will you have a dedicated sales team?

					Will your product require customer support?

					Will your product have a sales cycle?

					Is your product renewable (for example, does your product  operate on a subscription-based model)?

			

			If you answered yes to any of the questions above, even just one, you need to consider using a CRM solution for your startup. Keep in mind that the longer you wait to roll out a tool like CRM, the more difficult it will be to implement. As you grow, you’ll have to retrain staff on software, change how you interface with customers, and continue to tweak the day-to-day process for your entire sales team. Keeping that in mind, start early with a CRM solution and build to scale. 

			If used well, your CRM solution will become the home for all the data on your customers, not to mention your partners, resellers, investors, and even your press contacts. If you treat it as the central hub of customer insight, it can become a very, very powerful tool for forecasting and calculating revenue, recognizing problems in early-stage growth, and uncovering opportunities for new growth.

			Still not convinced? Let’s dive deeper into each of the questions you were asked to consider above. Here’s a more detailed look at why your startup needs CRM, based on your specific product or service:

			1. Your product is available for purchase both online and offline.

			If you’re selling your product(s) both online and offline, a CRM platform is critical because you need a place to marry the work that your sales team and your online sales platform are doing. How else are you going to ensure that your salespeople aren’t phoning leads that have already purchased your product or service online? Or perhaps, more importantly, how are you ensuring your sales team has access to customers who have made smaller purchases online, so that they can be contacted and upsold? 

			Use your CRM platform to track this information and position your sales team in the right pocket to expand to new divisions.

			2. You already have, or plan to have, a dedicated sales team.

			Sales teams are critical, especially for B2B plays. But the most successful sales teams use CRM platforms that allow them to track all their work, store contact info on leads, and keep a history of where that lead is in the sales cycle. Then, when you finally reach that sale point, a good CRM solution allows your team to track contract changes — if it was signed, when invoicing occurred, and when to follow up on renewal. Can your spreadsheet do that? Traditional spreadsheets and corporate memory significantly undercut today’s sophisticated sales cycles and processes. Don’t sell yourself short. 

			In addition to tracking sales cycles, a CRM system can track your sales team’s performance. Is your team converting leads to opportunities at an acceptable rate? How many sales are they making? How much opportunity pipeline is coming down the next fiscal quarter? Will it be enough to sustain your burn rate? 

			These are all the questions that regular reporting inside a CRM system can help you plan for and answer. 

			3. Your product will require customer support.

			So you’re selling SaaS or some other digital product. Is it going to require support? Assuming so, how are you tracking this support? Where are you going to keep track of the support calls and inquiries you receive? How are you going to track which issues occur most often, so you can dig in and figure out what causes them? When you get support calls, where is your support team going to look up information (like previous support cases) on your client, so they can provide them excellent service? How is your sales team going to know that they shouldn’t make a renewal sales pitch this week because the customer has had three support calls and isn’t happy? 

			In it’s most simple form, a CRM solution is a tool that can help you keep track of those pain points in a way that’s transparent and efficient. In short, it will make your life, and your customers’ lives, a whole lot easier. 

			4. Your product has a sales cycle or renewals.

			If you sell a subscription-based SaaS, you fall into this category. You might not be thinking about renewable, recurring revenue now, but getting a repeat purchase is much less resource intensive than bringing a new customer on board. Churn is a big problem for startups, often because in the hustle to get new customers, little or no attention is paid to keeping the ones you currently have. Renewals might not sound as sexy as new customers — but guaranteed, they’re the heart and soul of your business.

			In terms of sales cycle, there are very few products that don’t have one. If you sell something that has a higher price point and a longer lead-to-sale process, using a CRM solution is even more important. You need a way to track your leads as you nurture them from being a random person that visited your site, to a form completion, a request for a trial, contacts with the sales team, and then hopefully a sale. 

			And then, of course, comes renewals. How are you going to ensure that customers are contacted again when they plan their next budget, so you aren’t on the chopping block? How are you tracking the date their credit card expires, so a friendly sales rep follows up with them to update their information? These are all data points that can, and should, be monitored in a CRM system. 

			Why Your Startup Needs Content

			Content marketing is a concept that many startups struggle with, mainly because it requires near-term concentrated investments of time. Early-stage companies are very time-poor, and the idea of sitting down and spending hours creating content can seem ridiculous. 

			If you’re like most startups, you probably know that content is something you need to spend time on, but with your inbox count ticking upward with every word you type, who can justify spending an afternoon creating a blog post that might generate inbound traffic in six months?  

			It’s true, focusing on content marketing probably isn’t going to generate an organic inbound lead the day you publish a blog post. Perhaps you’ll start seeing a trickle of organic search visits after a month, maybe a few more after three months. Maybe your true organic traffic potential for that post is reached after six months. That’s a long time to wait for the ROI of a blog post, but smart startups know it’s usually worth the wait. 

			Hitting the Pay-Per-Lead Wall

			Picture this scenario: You’ve closed a round, you’re doing some hiring, and as it turns out, you’re killing it with lead generation from paid search. They’re only costing a few dollars each and are working their way through the nurture cycle and into sales as opportunities. 

			I’ve been there. That feeling is the definition of glorious. 

			But almost every startup hits the inevitable pay-per-lead wall — a period when cash is tight and one of the first things that gets clawed back is the marketing budget. Given the choice between turning off Amazon Web Services, laying off engineers, or cutting back on AdWords, the loser is often too obvious. 

			Cutting the marketing budget leads to a trickle-down effect. Less leads purchased means fewer opportunities for the sales team to work. Fewer opportunities means your pipeline shrinks. Soon, that results in fewer sales closing and ultimately, less revenue than forecasted. Now, more cuts have to be made and the downward spiral begins. 

			Generating content early on can help exacerbate these losses. Being strategic about blog posts and other types of content as part of an overall inbound and organic strategy means that when the cash crunch looms, there are still organic leads coming in the door. There won’t be as many, but organic leads tend to be higher converters than most types of paid leads, so you’ll still have something to feed your sales team when money gets tight. Do this, and you’ll avoid hitting the dreaded pay-per-lead wall.

			Setting Yourself Up for Growth

			Out of context, CRM platforms and content may not seem related. But it all has to do with leads — how you’re tracking those leads, and how you’re ensuring that you never have an empty funnel. Content will help you when cash is tight, and adopting a CRM system will allow you to navigate the sales cycle through ups and downs with sophistication, organization, and efficiency.

			Don’t write off these two ingredients for early startup success. Adopt both a CRM solution and a content strategy early on, and you’ll be poised for growth and success. 

		

	
		
			Chapter 10

		

		
			Filling the Funnel with Content Marketing

		

		
			By Amanda Nelson

		

		
			Amanda has honed her content marketing expertise at numerous startups, including Radian6 and the AppExchange partner Ringlead, before settling into her role as the manager of content marketing and community at Salesforce for the AppExchange. Picking up on the chord that Greg struck in the previous chapter, Amanda uses her experience as a content marketing expert to help us understand how to get started with a sound content marketing strategy, as well as outlining common tactics that should be used across your target audience for lead generation.

		

		
			Gone are the days of old-school interruption marketing, or forcing your target audience to watch a commercial, read a billboard, or close a popup window. The balance of power has shifted to the customer. Smart brands have embraced that shift, and now focus their marketing energies on producing content their community freely and gladly bookmarks, downloads, and shares.

			Content marketing is driven by one big idea: If you produce and share engaging, useful content, your community is more likely to become customers, remain customers, and send you more customers. With effective content marketing, you will: 

			
					Create stronger customer relationships with your brand by showing them you are honestly trying to help them, instead of just shilling your product.

					Empower repeat customers to become brand ambassadors.

					Educate customers, leading to fewer customer service issues.

					Earn a reputation as the thought leader in your industry.

					Increase traffic to your website through higher SEO rankings,  inbound links, and social shares.

					Create opportunities to engage with prospects seeking to learn more  about their buying options.

			

			The list above illustrates how content marketing differs from other marketing levers in that the ROI has a long-term impact and is relatively consistent. 

			How to Get Started with Content Marketing

			Content marketing starts with a desired result in mind. Why are you making content marketing a priority? What do you hope to accomplish? Before you start blogging, tweeting, or creating videos, you need a plan that outlines the following:

			
					 Specific goals and objectives.

					The types of content you want to create and distribute.

					The topics on which you’ll generate relevant content.

					Which channels you’ll use to publish and share content.

					The resources required to carry out the plan.

			

			Whatever your goals with content marketing, state them clearly in your plan and outline the specific objectives that will help your brand accomplish them. As you’re doing this, use the S.M.A.R.T. strategy to ensure your goals and objectives are:

			SPECIFIC

			MEASURABLE

			ACTIONABLE

			REALISTIC

			TIMED

			It’s easy to get ahead of yourself when planning out a content strategy and thinking long term about all the potential for great content. Make sure in your planning you acknowledge your strengths and weaknesses, recognize your resource limitations, and ensure the goals you set are realistic so that you can clearly define what success looks like for your brand. Doing so will keep you focused on that desired outcome and help you to avoid burnout in the content creation process.

			Once your goals and objectives are solidified, determine exactly which key performance indicators (KPIs) you’ll use to measure success, and set a benchmark. For example:

			Goals: To support our company’s overarching revenue goal, we must attract new customers, foster stronger customer relationships, increase positive word of mouth, or increase inbound leads by the end of Q1.

			Objectives: To accomplish our goals, we must increase social media engagement by X%, and inbound website traffic by X% by Q1. We’ll do this by creating a comprehensive, customer-oriented online resource library. We will create and publish three blog posts per week, publish one case study per month, host one webinar per month, publish one e-book per quarter, and share all of the above through social media channels.

			Metrics: Increase inbound visits by X per month, generate X monthly social shares of blog content, X webinar registrants, and increase e-book downloads to X per month.

			Using KPIs will help ensure your goals are measurable and impactful. Then, when it comes time to review, the KPIs will provide you and the rest of your organization with quantitative evidence that your content plan is working and helping to improve your overall numbers. 

			Identifying Your Target Audience

			Your target audience for content marketing goes beyond demographics, lifestyles, interests, geographic locations, education levels, and values of your existing and potential customers. Instead, successful content marketing requires a deep understanding of your audience’s needs. Without knowing what keeps your customers and prospects up at night, you might as well read your next blog post to a pickle jar.

			Answering the following questions will help you better understand the people you’re writing for, and will help inform the types of content you should create:

			
					How does your audience seek information?

					What challenges or problems are they trying to solve?

					What are their dealbreakers, in other words, what are the definitive circumstances that could repel them from doing business with you? Or, what’s already keeping them from  doing business with you?

					What are their job responsibilities and what decisions can they make?

					How do they measure success?

					What are they reading, watching, and downloading?

					How do they use social media? Which social networks do they favor?

			

			Once you have a more complete picture of your target audience, you can begin to make decisions around the best type of content to create, where to publish that content, and how to promote it. These are all factors that can either significantly improve or decrease the impact content has on your brand. 

			Getting Started with Content Creation

			Great content marketing does not require a team of content experts, big budgets, journalists, or editors. Successful content marketing addresses the pain points of customers and prospects, and can be handled with minimal resources. Start by strategically creating content that can be adapted and distributed across a variety of mediums. Pre-planning and repurposing content pieces saves on creative costs and increases search engine traffic.

			Begin with a lead-driving piece of content, such an e-book or a webinar. These assets not only generate leads, but they have legs to become many other forms of content in the future, such as a blog post series, an online course, or a video. 

			Creating Content from Scratch

			Producing your first e-book can take time, but the amount of content you’ll generate from it will last months, if not the entire year. Consider selecting a subject in advance, and breaking it down into chapters. If your chapters are in the 600–800 word range, each one can first be written and published as a blog post. Then, by combining about eight posts, you can create an e-book of reasonable length.

			In terms of timing, if you set a goal of writing one post each week, it will take eight weeks to write your e-book. Then, budget a week to write your introduction, conclusion, combine all the content together, and edit it. Add another two to three weeks to work with a graphic designer to format your e-book, and that brings you to about the 12-week mark. Using that framework, an organization can produce an e-book per quarter if they plan accordingly.

			
				
					Timeline to Creating an E-book:

					Weeks 1–8 = Publish one blog post per week.

					Week 9 = Write a case study or highlight a customer story.

					Weeks 10–12 = Design, edit, and publish the e-book.

				

			

			Repurposing Existing Content

			Creating new content can take time, budget, and resources. Instead of trying to sit down and write a whole new piece, consider selecting a subject in advance, and pulling from content you already have. Whether it’s a case study, an existing blog, or a webinar, take the content and repackage it into a great e-book. 

			For example, one e-book could consist of the following existing content:

			
					Three case studies

					Five blog posts 

					30 tweets

					One transcribed webinar

					One transcribed presentation from an event

			

			Another great way to pull together an e-book is to curate user-generated content. There are a variety of ways to do this, but below are some solid ideas to help you get started:

			
					Email or call 5–10 experts or influencers in your market and   briefly interview them about a particular question or topic. Pull their answers together into an e-book.

					Crowdsource an answer to one question on Twitter, gather 10–20 tweets as an e-book of helpful tips. 

					Co-brand an e-book with another organization. Choose one  that offers a product that blends well with yours, has a similar audience, and knows how to create content.

			

			  

			Write a new introduction and conclusion to package and harmonize the existing content together, and boom, you have a new e-book!

			Filling the Funnel

			One quality piece of content, like an e-book, can be utilized within the different stages of the sales funnel. Activating your content this way ensures longevity of the piece, and creates consistency for the customer throughout their journey.

			
				
					[image: ]
				

			

		

		
			Top-of-Funnel Tactics

			Your top-of-funnel efforts likely cast a wide net and reach a wide audience. You have some ideas of this audience so you can target accurately, but you might not know them as well as you know your best customer. Therefore, this is the place to slice and dice the most. People digest content in different ways, so the more you chop up and share out your e-book, the more buzz you’ll create. Utilize these top-of-funnel tactics, and make sure to have a link to download your e-book as the call to action:

			
					Post the first chapter on SlideShare.

					Record yourself reading the e-book aloud and launch it as an audiobook.

					Launch a webinar with the author, featured thought leaders,  or relevant brands.

					Create an infographic with the e-book’s tips, tricks, or quotes.

					Create Twitter cards with quotes, stats, or tips from the e-book.

					Host a TweetChat on the topic of the e-book.

					Turn each e-book chapter into a blog post.

					Contact influencers and ask them to share it out (give them an  exclusive sneak preview for even more exposure and buzz).

					Guest blog on relevant sites covering the topic of your e-book.

					Include the e-book on your website in 2–3 places. Your home  page, resources section, or sidebar is a good place to start. 

					Post it on your product listings.

					Print it or put it on a USB drive to give away at conferences,   booth exhibits, and so on.

					Write email and phone scripts about your e-book for cold outreach by sales reps.

			

			Middle-of-Funnel Tactics

			If you’re generating a thought leadership, top-of-funnel e-book, you might think your efforts stop at the top of the funnel, however, that’s not the case. Other departments and audiences can benefit from your e-book, ultimately leading to revenue for your organization, which is likely your end goal, too.

			The middle of the funnel is where you’ll get existing prospects to raise their hand and move closer to the sale. If you have great content and strong reach, it’s not hard to get net-new leads into your database. A simple download is all you need to get the process started. However, to get them to commit to a demo or free trial takes more work. Your e-book can help. Here are some middle-of-funnel ideas for promoting your e-book:

			
					Work the e-book into your nurture programs or drip campaigns.

					Create a content pack for existing prospects, including a case  study, e-book, one sheet, and so on. 

					Include the e-book in your e-newsletter.

					Provide the e-book to employees in many ways so it’s easy to access and share:

					Chatter file

					Landing page link

					Direct link 

					Content library

					Ask partners to send it to shared partners and networks.

					Print it out or put it on a USB drive, and include it as part of a  care package to customers and prospects.

					Enter your e-book in marketing contests.

			

			Bottom-of-Funnel Tactics

			The bottom of funnel is where sales takes the lead. Imagine the entire funnel is a road, and you’re in the car driving down it. Marketers are in the driver’s seat for the top and middle of funnel. They control the content, the message, the promotional approach, and so on. But when you reach the bottom of funnel, the salesperson takes the wheel. The marketer, however, can’t hop out of the car just yet. Instead, they get in the back seat and help their salesperson close. Here are some ideas for bottom-of-funnel content promotion with e-books: 

			
					Attach the e-book to first-call decks.

					Write email or phone scripts for existing prospect outreach.

					Print it out and give it to salespeople as a takeaway from meetings.

			

			As you slice and dice your e-book, you’ll quickly learn what works, and what doesn’t. From there, you can hone in and focus on the successful tactics throughout the funnel. Soon, you’ll have a well-oiled machine for not only creating great e-books, but for successfully activating them and getting eyeballs on their pages. 

			Linking It All Together

			When you make content marketing a priority, you’re really just making your customers a priority. Great content marketing will help you find customers who remain customers, and who send you more customers down the road. It’s a strategy that can transform your business and help you stand out against competition, the market, and even the world.
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			Tools of the Trade

		

		
			By Greg Poirier

		

		
			Now that you have your CRM solution in place, and a sound content marketing strategy, you are ready to execute on your sales plan. As Elay discussed in his earlier chapter, sales enablement resources are critical to the success and repeatability of your sales team to hit their numbers and grow revenue. But what happens in the early days, when you are transitioning from founder-based sales to hiring your first sales reps? In those initial stages of your startup journey, there are simple enablement tools that can be put in place with a little bit of effort and some planning. We’ve all hit the phones and left voice mail messages, followed up with a prospect or landed that initial appointment for that critical demo. Greg shows us what the critical tools of success are for the early-stage startup.

		

		
			One of the most difficult things about joining a startup as a sales team member is the lack of sales enablement tools. Selling at a startup is a very different type of sale and often, tools like first-call decks and case studies are even more important than they are at established enterprises, because the sales team needs them to appear more credible. 

			Positioning yourself as a winning company and appearing to be larger than you actually are is one of the most important roles that marketing has to play in supporting sales at a startup. There are many ways to accomplish this, but here are five tools (that you can create) that will align your marketing and sales teams on the same message:

			
					Creative Communications Guide

					First-Call Deck

					Product One Sheets

					Case Studies or Use Cases

					Sales Quotes, Proposals, and Contracts

			

			The Sales-Enablement Tools All Startups Need

			The Creative Communications Guide

			This should be a short document, ideally less than three pages that are shared somewhere like Chatter, where all employees have easy access. It should include your company’s official font, hex values for official colors, writing style, voice and tone guidelines, and finally, a boilerplate paragraph that describes the organization. One simple, easy-to-find resource for any employee to access. If it’s long or difficult to use, people simply won’t refer to it.

			First-Call Deck

			One common mistake that startups make is to assume that their pitch deck can be repurposed as a first-call deck for sales. Now, if it already has a great-looking template, that part can be recycled, but the content isn’t as transferrable. There’s a science to first-call decks and one of the keys is to keep them short. 

			The instinct for most people is to create something that is 20–30 slides long and spend the first five slides talking about how great you are. The truth is that you might only have a 20-minute window of attention (regardless of how long the meeting or call is booked for), so you need to cover your most critical items in that period. Create something that is 8–12 slides long, with your font size at 30-point or more, and focus on using imagery rather than many lines of copy. 

			What to include:

			
					Cover

					Agenda

					Where we are today

					The problem

					How we solve the problem

					What makes us different 

					Final slide with contact information

			

			The key is to focus on explaining why the customer might be feeling pain, even if they aren’t aware of it. Remember, when you sell, you will most likely have to sell the potential customer that the pain point is actually there, and that they need to find a solution. Only then can you sell the solution you have to solve their pain. If people aren’t aware they have a headache, they won’t buy painkillers. 

			Other Tips

			Get to the point, no one wants your life story. Rather than talking about how shiny you are, focus on communicating why the potential client has a problem, how that problem can be solved, and wrap that in stories that will resonate with your audience. 

			Also, focus on asking questions. Think of this as an early-stage date — no one likes the person who spends the whole evening talking about how great they are. They want someone to ask questions about them. 

			Product One Sheets 

			Product one sheets are the necessary evil of the sales collateral world. They aren’t read often, they aren’t particularly interesting, but they’re still required. Why? Primarily because today’s sales cycle has become much more complex and inclusive. More employees at each company are involved in decision-making when it comes to purchases, and that means you need material that can be passed around. One sheets should be easily downloaded, easily found on your website, easily understood by a person not familiar with your organization, and easily shared by a sales team member. 

			What to do:

			
					Be strategic. Solve a problem, not all the problems.

					Be creative. Have a great headline and be interesting.

					Include your value proposition. Why should the customer buy?

					Speak like a person. Eliminate jargon and industry speak.

					Design with purpose. Use a strong headline, headers, and original images. 

					Pay a designer. Have a template built that you can use for all product one sheets.

					Include a testimonial. Use a real customer and make their quote front and center.

					Include a call to action. Ensure there are multiple ways to contact your company, including by phone, email, and social media.

					Use white space. Do not fill every inch with copy.

			

			Case Studies and Use Cases

			Very few customers are eager to be the first. Case studies provide reassurance that you, the company they’ve never heard of before, are legitimate and provide a solution that other people already trust. 

			Similarly, most startups are selling a product that solves a problem companies weren’t aware they had previously. Potential customers need to be convinced that the solution you’re selling can be applied to the problem they have. 

			This is where case studies and use cases come in. They provide reassurance that your solution is trustworthy and help outline how it can be applied to a particular situation. 

			What to do:

			
					Follow the best practices for product one sheets — use a   designer, white space, calls to action, and speak like a human.

					Follow a formula — the problem, then solution, then results.

					If you have a real-life example, create a case study. If you  don’t, write a use case. 

					Include results. Show specific metrics, time, cost, and measurable improvements.

			

			Sales Quotes, Proposals, and Contracts

			Nothing separates the adults from the children, in terms of credibility, like a professional-looking quote, proposal, or contract. 

			In all three cases, you need to have templates created, ideally either within your CRM system or in a product that is integrated with your CRM system. Word docs, Excel spreadsheets, and other ad hoc methods of sending quotes to customers are for amateurs. The client is immediately going to recognize how they were made and it isn’t going to reflect positively on your organization. 

			Using templates also eliminates errors like the “save as” problem, where busy salespeople clone contracts, but forget to update the client’s name or other details. They also ensure that all the legal and scope details that you need are included in the document each time, always with the most updated version. 

			What Is Marketing Automation?

			While you may not be familiar with the terms marketing automation and lead nurturing, you’re certainly familiar with what they do. If you’re online, you interact with marketing automation platforms like Pardot and Salesforce Marketing Cloud every day.

			Marketing automation, in tandem with a CRM solution like Salesforce, not only helps generate leads and push them through the sales funnel, it also helps you provide intelligence to your sales team by updating customer and lead data that they can see in the CRM system. For example: 

			
					The most recently visited pages viewed on your website by a lead

					Emails opened and click-through rates with links inside those emails

					Completed forms and downloaded resources

					Lead scoring and alerts

			

			In short, it makes the marketing team look like a hero to the sales team. Providing sales with  actionable intelligence in their CRM system to help them know whom to call, when to call, and how to close deals quickly is invaluable information to any organization. 

			Lead Qualification, Scoring, and Routing

			This may seem like a pipe dream, but in reality, most startups that are aggressively pursuing a content marketing strategy will have more leads than they can realistically pursue. In addition, leads that have simply downloaded an e-book may not be ready to move on to the next stage of the sales funnel. 

			Once integrated with Salesforce, your marketing automation platform can easily be configured to determine if a lead is ready to be worked and who it should assigned to. 

			Lead Scoring

			Either within your marketing automation platform or within Salesforce, an organization can configure a metric called a lead score. Your lead score is value that helps a salesperson see at a glance whether a lead is worthy of their very finite time. As leads take actions or have certain attributes (have a VP job title, open emails, click on resources, download an e-book, look at a pricing page, and so on) their lead score will increase.

			Determining what leads to work each morning has historically been a very subjective process. Salespeople rely on gut, or worse, work leads in the order they see them arrive in lead queue. Lead scoring provides the ability for your organization and your salespeople to prioritize what leads to work, and then in combination with lead routing and lead nurturing, determine how they should be worked. 

			Only have an email address and no job title? That lead is less valuable — it should be nurtured by marketing automation until it’s more mature. Have a hot lead where the CEO of a large enterprise has looked at your pricing page? Lead scoring and routing will ensure that it lands on top of the heap for your best salesperson. 

			In short, salespeople can leave low-value leads to marketing automation, freeing up their time to focus on those most likely to turn into revenue most quickly. Sales can begin their day by reviewing a hot list of which leads are most likely to convert instead of guessing which to invest time in.

			Lead Routing

			Once a lead score is in place, leads can easily be routed in your CRM system. The rules that determine where a lead should be sent can be built to examine the lead score and to follow your organization’s territories or industry sales patches. For example, a score below 50 could be left in a queue for marketing automation to work. One that was over 50, from the automotive industry, and in the United States could be sent to the sales rep. While an almost identical lead that was from Britain could instead be sent to your European channel partner.

			Lead Nurturing

			Lead nurturing helps solve the problem of warming the leads that aren’t ready for sales to pursue. Leads are valuable, and just because their information is incomplete or they aren’t ready to be pursued by the sales team doesn’t mean you can afford to ignore them. 

			Lead nurturing allows startups with very finite human resources to seem much bigger than they are. The most obvious application is to send automated warming emails to a lead after they download a resource. Their lead score is too low to justify having a human pursue them, but with no effort, you can have those leads receive regular emails that appear to be from a sales rep, staying in touch, keeping your organization top of mind. 

			Here’s an example of an email that might be delivered two or three days after an e-book download:

			
				
					Hi << Test First Name, >>

					Thank you for recently downloading Salesforce’s resource.

					I hope you found it to be helpful, or at least interesting!

					Now that you’ve had a few days to digest the material, I wanted to touch base to get your thoughts and feedback. 

					How does your schedule look over the coming week to chat? 

					Let me know,

					Greg

					Greg Poirier

					President

					CloudKettle 

					1-800-878-4756 ext. 100 

					cloudkettle.com

				

			

			This email is part of a drip nurturing campaign. In another five days it might be followed by a similar, but firmer email trying to set up a meeting as well as including another interesting free resource. Then another seven days later, and so on. Each email providing another touchpoint, keeping your organization top of mind, while also providing the recipient with free resources and opportunities to reach out to you for assistance. 

			Keep Your Toolbox Full

			All of the tools detailed above are often what sets the stronger startups apart from the rest. Take stock of what’s currently in your toolbox and put in the time to level up your marketing and sales collateral, and your marketing automation systems. Doing so will arm your salespeople with invaluable information and tools to get not only more sales, but the sales that are worth the most.  
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