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Introduction

Assume you're a sales manager for a mid-sized enterprise. You've just received a call from
J

your chief revenue officer who wants to know how much revenue you expect your team to

produce between now and the end of the year.

You pull up your spreadsheet and start reviewing the numbers, but the forecast just doesn't . -
look right. Sales have been consistent, but there are so many variables at play and it's hard ' . f

to predict what the future holds. Market conditions are volatile, sales cycles are getting ’ g
longer, and your team is experiencing turnover. To make matters worse, the data you're ﬂ ;
working with is incomplete and outdated. “
f

! 4‘. _  e

You feel the pressure to get it right but you're not confident you can.

Sound familiar? If so, you're not alone. Sales forecasting and pipeline management are
challenging tasks that require consistency, effort, and expertise.

Sales managers must be able to forecast revenue with confidence. Yet, often,
forecasts are filled with too much guesswork and not enough rigor.

© RAIN Group il


https://www.rainsalestraining.com/blog/how-to-speed-up-your-sales-cycle
https://www.rainsalestraining.com/blog/how-to-speed-up-your-sales-cycle

Table of Contents

4 Why Sales Forecasting and Pipeline Management Are Important
6 What Are the Different Types of Sales Forecasting?
7 Sales Forecasting and Pipeline Management Challenges
8 How Do You Accurately Forecast Sales?
9 How to Stress Test a Sales Pipeline
10  Inspecting Opportunities with the Seller
14 9 Questions to Stress Test an Opportunity
16 12 Tips to Keep Your Sales Pipeline Stress-Test Meetings on Track
20 Drive Change with Management and Coaching Training

21 About RAIN Group

© RAIN Group




Why Sales Forecasting and Pipeline Management Are Important

You need to be confident in your forecasting abilities, and you need to know where your team stands at any given time
compared to sales targets, if you want to adjust sales strategies to get back on track when you're behind or extend gains
when you find something is going well.

The three primary reasons why forecasting and pipeline management are important are:

1. Planning: Company growth plans, spending plans, inventory purchases, and investment plans are often decided
based on revenue estimates, which largely roll up from sales manager forecast reports.

2. Targeting: Company owners and stockholders typically hold executive leaders accountable for reaching revenue
targets, and these leaders similarly hold sales managers accountable.

3. Agility: For sales managers specifically, if you don’t know where your sellers’ pipelines are, and you fall behind, you
can't adjust during the year to change plans and influence seller activities to get back on track.

What Is Sales Forecasting? What Is Sales Pipeline Management?

Sales forecasting is the process of estimating Sales pipeline management is a way to track
future revenue in a given time period by predicting opportunities that are actively in the process of
the sales revenue from your team. considering buying.

Top-Performing Sales Managers are 52% more likely to excel at planning and analyzing how sellers should manage their
pipelines, according to a study conducted by the RAIN Group Center for Sales Research.” When sales managers do this,
they can more accurately forecast for themselves and their team.

1 The Top-Performing Sales Manager, RAIN Group Center for Sales Research.
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Why Sales Forecasting and Pipeline Management Are Important

PIPELINE AND FORECASTING IN THE
TOP-PERFORMING SALES MANAGER*™ MODEL

In our Top-Performing Sales Manager model, which
identifies the core roles that sales managers need

to perform, Performance Management is next to
Pipeline and Forecasting. This is deliberate as they go
hand-in-hand. When sales managers have a sense of
how strong a seller’s pipeline is, and they're confident
in how much each seller on their team is likely to

sell, they can manage seller performance and adjust
actions accordingly based on whether the seller is
behind or ahead of target.
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What Are the Different Types of Sales Forecasting?

Pipelines and forecasts are typically looked at over the course of quarters or
a year. It's up to sales managers to estimate the revenue that will materialize

from various sources.

Existing pipelines of sellers

Sellers’ account renewals, repeat
business, and account growth

Future additions to the pipeline
from new leads: seller-generated,
inbound, referral-based, or

other sources
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Stress-test the new business

pipelines to predict actual sales with

maximum confidence.

Analyze and estimate new business
that might come from accounts

in the form of renewals, repeat
business, or growth.

Estimate revenue based on new
opportunities that have not yet
entered the pipeline but need to
materialize to achieve sales target.

A simple pipeline analysis might look something like this:

Jelani Adkins S 630,000 $ 425,000 $ 1,055,000 $ 1,650,000 S (595,000)
Erica Robbins S 720,000 $ 925,000 $ 1,645,000 S 1,950,000 $ (305,000)
Marie Fredericks S 550,000 $ 770,000 $ 1,320,000 S 2,200,000 $ (880,000)
Anthony Williams  $ 803,000 $ 1,650,000 $ 2,453,000 $ 1,800,000 $ 653,000

Jan McKinstry S 270,000 $ 325,000 $ 595,000 S = $ 595,000

Anika Silk S 520,000 $ 250,000 $ 770,000 S 1,400,000 S (630,000)
Rory Selka S 1,250,000 $ 875,000 $ 2,125,000 $ 2,100,000 $ 25,000

Alex Kanarek S 255,000 $ 1,700,000 $ 1,955,000 $ 2,000,000 $ (45,000)
Tamaron Paige S 310,000 $ 450,000 $ 760,000 S 1,000,000 S (240,000)
MorganJamison  $ 510,000 $ - $ 510,000 $ 900,000 $ (390,000)
Subtotal S 5,818,000 $ 7,370,000 $13,188,000 $ 15,000,000 $(1,812,000),

Imagine you have 10 sellers on the team. You've analyzed their existing
pipelines and are confident in the likely sales that will result from current
opportunities. The sellers in this example have existing accounts, and you
estimate with each seller what the sales from those accounts will be. Together,
you have a sales total based on information you know and can estimate based
on your strong pipeline stress testing and account planning.

Now, let's say you know each seller’s target sales for the year. This will give
you a gap, which is the number of sales you likely need to generate from new
sources, like seller prospecting, inbound leads, referrals, or some other source.

The question is: how do you arrive at this forecast with as much confidence as
is possible?

This is what we'll cover in the remainder of this ebook.
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As noted previously, sales forecasting is not without its challenges, including:

= Data accuracy: Sales forecasting is only as accurate as the underlying

data. Sales managers may collect and analyze data from various sources,
including historical sales data, market trends, customer behavior, and
economic indicators.

However, this data can be incomplete, inconsistent, or outdated, leading
to inaccurate forecasts. For example, sometimes sellers or others
involved in the process have personal agendas and styles that can lead
to sandbagging: under-estimating likely incoming sales so they can
seem to come out ahead, or over-estimating incoming sales, which can
leave sales managers far behind when these sales don’t materialize,
especially if the managers find out too late.

Market volatility: Sales managers must contend with constantly
changing market conditions, such as changes in customer demand,
competitor activity, and economic fluctuations, making it difficult to
accurately predict future sales.
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Sales Forecasting and Pipeline Management Challenges

= People factors: Sales forecasting is also influenced by the actions and
decisions of individuals, such as salespeople, buyers, and executives.
Changes in leadership, employee turnover, and unexpected buyer
behavior can significantly impact sales forecasts.

= Limited resources: Sales managers may face limitations in terms of the
resources they have available to conduct forecasting. Limited access
to data, technology, and expertise can make it challenging to develop
accurate forecasts.

= Resistance to change: Sales managers may encounter resistance to
the forecasting process from their team members. Some sellers may
view forecasting as a burden or may not fully understand its importance,
leading to incomplete or inaccurate data collection.

You need to be aware of the challenges involved in the process so you can
address them where possible, and approach your forecasting and pipeline
management activities in ways that help you achieve better outcomes and
more accurate results.
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How Do You Accurately Forecast Sales?

When pipelines aren't reviewed and stress tested on a regular basis by a sales
manager, the pipeline can be full of dead wood. In other words, there are too
many opportunities in the pipeline that sellers report are active and strong,
but are, in fact, unlikely to close, or unlikely to close at the rate opportunities
at that pipeline stage typically close.

With manager stress testing, pipelines can be freed of dead wood.

Sometimes sellers don't over-estimate their pipeline because they're
posturing or sandbagging. Instead, they have what we call “happy ears”: they
hear some buying signals from a prospect and become too confident too
quickly about the opportunity, but they haven't qualified the opportunity or
gotten into enough detail to know how real (or not) the opportunity is.

In other cases, sellers don't want deals in their pipelines to be thoroughly
vetted, or they don't want their opportunities to seem to close at too low a
rate, so they don't put them into their pipelines at all. When this happens,
sales wins will sometimes seem to appear out of thin air, when, in fact, a seller
has been working on them for a while but didn’t add or move them through
the CRM. This can make it impossible to manage or forecast.

If, however, you know how to stress test a pipeline, and watch out for these
patterns and challenges with consistency and rigor, you'll avoid many of these
pipeline management and forecasting pitfalls—and have a consistent and
defensible forecast that comes in as accurately as it can.

When you do, it'll benefit your company, your sellers, and you.




How to Stress Test a Sales Pipeline

For a forecast to be as accurate as it can be, each seller’s pipeline needs to
be accurate.

For a pipeline to be accurate, sales managers must work with sellers on an
ongoing basis to make sure each opportunity in the pipeline is accurately
reflected with a best estimate of three major numbers:

= Likely revenue
= Likely date of close
= Percentage likelihood of close

If you want pipelines to be accurate, sales managers must perform pipeline stress
tests to arrive at these estimates.

A pipeline stress test is where a sales manager inspects the opportunities in
the pipeline to make sure the likely revenue, likely date of close, and percentage
likelihood of close are accurate estimates.

The last thing you want is a great-looking pipeline that is, in fact, not real: filled
with opportunities unlikely to close at the forecasted rates, unlikely to close

at the forecasted amounts, and in the wrong pipeline stages so it's a jumbled,
impossible-to-make-sense-of mix.
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Reviews and stress tests are how you make sure your pipelines are real.

Pipeline reviews and stress tests are typically 30- to 60-minute meetings
between a seller and manager, often conducted every other week or
every month, during which each opportunity—or at least the major ones—
are inspected.

The four steps to conduct a pipeline opportunity review or stress test are:

1. Inspect the opportunities by stage gates to make sure they're in the right
place based on seller actions or buyer verifications. A buyer verification
is simply confirmation that something is true. For example, that the
buyer has expressed need, expressed satisfaction with the solution your
seller has crafted, and so on.

2. Confirm the most likely revenue size of the initial contract value of
the opportunity.

3. Confirm the most likely opportunity close date.

4. Assign a percentage likelihood of close to each opportunity.

© RAIN Group

Inspecting Opportunities with the Seller

While yours may look a bit different, a typical sales pipeline includes
prospecting, needs discovery, solution crafting, proposal, and win.

8 SELL & WIN

<

o | LEAD » OPPORTUNITY »
o

£ ’ Needs Discovery | Solution Crafting H Proposal H Win ‘
A

For pipeline stress testing, we leave off prospecting as it typically makes
sense to focus inspection efforts on opportunities that have made it to at
least the needs discovery stage.
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Each stage will have “stage gates,”

or items that need to be confirmed
before an opportunity can move to
the next stage. Every company’s stage
gates will be different, but this generic
example will give you the idea.
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Selling Process

Stage Gates

» OPPORTUNITY

i SELL & WIN

LEAD

»
14

Needs Discovery

—

Solution Crafting

=

Proposal

Win

Rapport/relationship
established

Thorough needs discovery
completed

Impact and ROl explored
Credibility established

FAINT qualified /
Investment norming

Working with Business
Driver

Time with Approver
requested

Summary email sent

Pursuit intensity assigned

Initial solution ideas
sketched

Solution collaboration
discussion with buyers

Discussion paper prepared
and shared

Buyer solution informal
discussion

Decision criteria uncovered
Competitors identified
NDA signed

Access to Approver gained
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Compelling solution
presented; value case
made
o Buyer Change
Blueprint clear
o Resonate case buyer
validated
o Differentiation
case made
o Substantiation
case made

Collaboration conducted
to move forward

Objections handled

Competitor advantages
neutralized; our strengths
highlighted

Engagement timeline
shared

Implementation discussed

Commercial agreement
process initiated

Proposal updated;
executable version sent
to buyer

Tentative launch timeline
confirmed

Customer Success Team
introduced

Verbal agreement gained
Tentative launch date
scheduled

Negotiation process
understood, engaged
Commercial process
moving to fruition
Agreement turnaround
time confirmed

Buyer communicative on
progress

Executed agreement
received

Marked won in CRM

Transition to Customer
Success Team



Additionally, there are actions across
the opportunity that happen as early
as needs discovery, but that can
happen later or evolve throughout the
selling process. Sellers must confirm
and update these as they happen.
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Ensure Throughout

Sales Opportunity Planner initiated/updated
Win Lab opportunity reviews led as appropriate
Champion established, advocating for us

Plays and Big Plays planned/implemented

Buying process uncovered and understood

v

Insights and ideas shared; buyer thinking influenced

Value case established, enhanced, and communicated

All ABCDE decision roles team identified and engaged appropriately
Next meeting booked

CRM updated
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Here's the same pipeline, viewed through the lens of the buyer:

Selling Process

Buyer Verification

Verified Throughout

I SELL & WIN

LEAD

» OPPORTUNITY

Needs Discovery

Solution Crafting

Proposal

Win

Buyer expressed:
= Need
= Satisfaction with needs discovery
= Compelling reason(s) to move forward

= Buying process

Buyer expressed:

= Decision making roles (ABCDE)
= Buyer learning; mindset shifts
= Strength of intent to buy

= Timeline and urgency

= Competition (or sole source)

= Your competitive position
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= Ability to pay (existing or ability to create budget/funds)

= Perception of your strengths/red flags and objections

Buyer expressed:

= Interest in specific solution components
= Satisfaction with initial solution craft

= Request for proposal

Buyer expressed:

= Value case is on target and compelling
o Benefits and ROI case resonate
o Differentiation strengths and resonance

o Confidence in you, solution,
company results

= Objections are overcome
= Confidence in implementation plan

= Commercial agreement process

Buyer expressed:

Launch timeline

Verbal agreement
Negotiation process
Agreement turnaround time
Written agreement to buy

Agreement announcement

v
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The points here are designed to identify what the seller can confirm, or what
the buyer has verified, throughout the opportunity.

We recommend stress testing the pipeline through the lens of the buyer
verifications, not the stage gates, but we know that not every sales
organization has these, so either the stage gates or the buyer verifications will
do. And if you have neither, keep reading for a list of standard opportunity
stress test questions to ask.

For the opportunity you're stress testing, review the stage gates or buyer
verifications and ask the seller the status. For example, has the buyer:

= Expressed explicit need?

= Stated a compelling reason to move forward?

= Confirmed satisfaction with your needs discovery?
= Shared their buying process?

You might wonder why we include “satisfaction with needs discovery.” In our
research, buyers have told us that when they speak to sellers, they have very
mixed reviews of how those first meetings go.

© RAIN Group

When these meetings go poorly, sellers often don't realize it. But when the
meetings go well, buyers often tell sellers something like, “I've spoken to
a few vendors, and this has been a great needs discovery conversation in
comparison. You really seem to get what we're trying to achieve.”

You can imagine, then, if your sellers are unaware of how the buyer perceives
those early meetings, you could have many opportunities at the needs
discovery stage that stall because the buyer isn't interested in buying from
you. But, again, you just don’t know that.

However, if buyers have expressed satisfaction with early discussions, the
opportunity is more likely to progress. The same happens as you move across
the sales cycle and meet with the various buyer decision making roles.

If the seller can confirm buyer verifications, the opportunity is probably more
real. If not, your pipeline is unlikely to be accurate.

If you have stage gates or buyer verifications at your company, learn what they
are, and then ask questions about each area to inspect an opportunity.

If you don't have these, you can create your own. For example, we share a
quick list of nine questions you can ask to stress test an opportunity on the
next page.
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9 Questions to Stress Test an Opportunity

1. Do you know the decision makers and have you identified their roles?
How is your relationship strength with the most important decision makers?

2. Is the opportunity FAINT gualified?

3. Has the buyer expressed a compelling reason or intent to buy?

4. How strong is our fit, i.e., right products, services, and solutions; right
company; cultural and people match; industry experience; geographical
coverage, etc.?

Is the value case strong? Has the buyer verified the value case?
How strong is our competitive position?

How engaged is the buyer?

© N o o

Are there any red flags that may be working against us, such as competition,
postponements, shifting priorities, or buyer team changes?

9. Do you have a clear action plan to win?
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As you inspect opportunities, you may want to get into more detail about how
to win them. If an opportunity is important enough for a deal review—what we
call a Win Lab—schedule one for some time soon. If you spend too much time
on one opportunity during forecasting conversations, you'll run out of time to
do the cross-pipeline review.

Once you're done with the stress test of the opportunity, review the most likely
contract value and assign a percentage likelihood that the opportunity will
close. Some companies use standard percentages of close that correspond

to the sales pipeline stages, and others ask sales managers to assign a
percentage of close custom for each opportunity. It's up to you to decide
what's right for you and your company.

Then, update the expected date of close to identify the time period when it's
most likely this opportunity will enter the win column.

And that'’s it. Pipeline stress testing may involve several layers, but how to do it
is pretty straight forward.
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To review, here’s the simple process for stress testing your pipeline:

1. Inspect the opportunities by stage gates to make sure they're in the
right place based on seller actions or buyer verifications

2. Confirm the most likely revenue size of the initial contract value of
the opportunity

3. Confirm the most likely opportunity close date
4. Assign a percent likelihood of close to each opportunity

Use what your company has for a sales pipeline and reverse engineer the
stage gates or buyer verifications into questions, make your own list of
questions, or use the nine questions shared previously if you don't have
any others.

Stress test your sellers’ pipelines on a consistent basis and you'll not only find
your forecasts to be as accurate as they can be, but also help your sellers take
the actions they need to win more sales.
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12 Tips to Keep Your Sales Pipeline Stress-Test
Meetings on Track

To keep your pipeline stress-test meetings from getting off track, consider
these 12 tips:

1. Go from subjective to objective. Without rigor in the process, a seller’s
expectations of winning are too often based on what they feel about an
opportunity. Feelings and hopes are not good predictors of sales wins.
Work with your sellers to know that the intent is to get away from subjective
assessments of sales opportunities and get closer to objective assessments.

2. Communicate what's in it for sellers. You need sellers committed to
working with you to keep pipelines accurate and up to date. To gain their
commitment, make sure they know how this will help them, such as:

= Increasing the likelihood their deals will close by identifying what
actions sellers need to take to move sales forward

= |dentifying deals that would benefit from deal reviews or Win Labs
= Keeping up with the CRM so it doesn’t become a grind

= Building and strengthening the seller’s reputation with
senior management

3. Lead pipeline reviews one-on-one. Team pipeline review meetings don't
work nearly as well as one-on-ones do. In a group setting, sellers can hide,
they may posture in meetings as their peers are evaluating them, there's not
enough time to be thorough, and the conversations can get off track.
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4. Give the important opportunities the most rigor. Often, a handful of
opportunities will make or break a seller’s pipeline. They're usually the
highest dollar value, highest velocity, or latest stage opportunities. Focus
on major opportunities first and with the most rigor.

5. Spot check other opportunities. While you may focus on major
opportunities first, spot check a handful of other opportunities.
These spot checks will go a long way toward keeping the whole
pipeline accurate.

6. Think inspection, not prosecution. Sometimes, pipeline reviews can feel
like a prosecution to sellers. Meet them where they are and do what you
can to help them progress. It's fair that you should inspect the pipeline
and not accept face value or subjective opinions of opportunities.

When sellers get to know the level of rigor you expect, they'll get used
to it and will prepare for it. As you lead the reviews, however, avoid
creating the perception that you're looking for what they missed and
blaming them for it. Stick to what's most important, but keep it positive
so sellers feel like it's a collaboration and not an interrogation, and so
they get to know your expectations.

7. Identify opportunities for Win Labbing, but don’t stop to Win Lab.
As you inspect opportunities, it's natural to want to talk in-depth about
how to win them. If an opportunity is important enough for a Win Lab,
schedule one. If you do deal reviews during the pipeline review, you'll
run out of time to do the cross-pipeline review.
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. Consider swing deals. \When forecasting, it's often a good idea to

consider deals that, if they come in, will have an outsize effect on results.
Any opportunity that is three times larger than average is likely a swing
deal. At RAIN Group, we call these “whales”—big deals that give you
false confidence in the strength of your pipeline. We keep these out of the
pipeline to ensure we're not hinging our success on one opportunity that
can make or break the forecast.

. Estimate your “push to the right” and “bluebirds.” Imagine it's the

beginning of the quarter and you're estimating $5 million in new sales wins
for the quarter. At the end of the quarter, almost everyone experiences
sales that “push to the right,” where the opportunity remains active, but
the timeline shifts, and sales “bluebirds” that you didnt see coming, that
come in hot and close fast.

When forecasting the pipeline, ask yourself what percentage of deals
forecasted for a typical quarter push to the right. Is it 10%? 20%? Whatever
it is, plan for it as an average.

Then consider how many sales happen during a quarter, or whatever time
period you're forecasting for, that come in fast and close during the period.
These may be old proposals that went silent and suddenly sign, repeat
business that closes fast, or new business that comes in with high urgency.
Is that 5%? 10%7? 20%7

Whatever it is, plan for it. Subtract your “push to the right” deals and add
your “bluebird” deals to arrive at a more accurate forecasting number.
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10. Move stalled opportunities to a stalled list. Many pipelines are filled with deals that sellers
believe are still real, but that have slowed down or gone silent. If you have any of these, it's often
a good idea to move them to a stalled list, out of the pipeline, or back to an earlier stage with a
lower percentage of close, as deals that go cold sometimes come in, but often at a lower rate.

If any of these opportunities are in a stalled list, it makes it much easier to view the active
pipeline as there’s less noise and dead wood.

In addition, you can review the stalled list with your sellers to come up with a re-engagement
action for each opportunity. If there are 10 of these opportunities and your seller tries to engage
them in a thoughtful way, you often can move a few of them right back into the active pipeline.

11. Manage posturing. Some sellers sandbag or try to make their pipelines look low in order
to seem successful when they outperform their forecast. Others try to posture to make their
pipelines look strong and full, when, in fact, they aren't.

To manage this with your sellers, address it directly with them. If you get a sense in your pipeline
reviews that they're doing either of these things, try to bring them to the middle so your
forecasts are more accurate and action planning to win opportunities is most impactful.

12. Update your CRM in real time. As a matter of hygiene, update your CRM as you go along
during pipeline review meetings. This tends to work much better than asking sellers to update
them after, which too often doesn’t happen.

If you or your team need help strengthening confidence in this area and building sales forecasting
and pipeline management capabilities, contact RAIN Group to learn more about our sales
management programs.
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Training Top-Performing Sales Managers

Sales forecasting is just one of 10 roles statistically validated as critical areas where Top-Performing
Managers excel versus other managers:

1. Performance Management 6. Motivation

2. Pipeline and Forecasting /. Focus and Action Planning

3. Meeting Leadership 8. Execution and Productivity

4. Territory Planning 9. Advising and Facilitating .
RAIN Group Delivers

5. Talent Management 10. Development

| | World-Class Sales Training
Sales managers hold the keys to unlocking sales performance, yet most don‘t have the skills to do
their jobs effectively. Modular, multi-modal, and purpose-built

for the modern learner.
RAIN Group's RAIN Sales Management training will give your leaders the skills to lead remarkable

sales team meetings, help sellers consistently exceed sales targets, and coach to top performance. Unique approach to driving behavior
change through training we call
Your managers will learn to: Execution Assurance.

Lead strong individual conversations and sales meetings Focused on driving the business results
important to you.

Build 90-day priority action plans for sellers to drive change and increase success

A transformational experience that

ensures the development, adoption, and
How to build territory plans that fill the pipeline implementation of new skills.

Ignite their teams’ productivity, maximize motivation, and reduce distractions

Track and communicate progress, achievements, and results Action-oriented coaching prepares sellers

. ' _ for real situations and provides direct
Click here to request a complimentary consultation —— feedback.
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About RAIN Group

Drive Transformational Change through Award-Winning Sales Training

We help organizations:
Enhance sales capability with award-winning sales training
Design and execute strategic account management initiatives

Increase effectiveness of sales management and coaching

Best IP: We study buying and selling relentlessly through the RAIN Group Center for Sales
Research. Our research and field work allows us to create industry-leading intellectual property to
help our clients achieve the greatest success.

Best Education System: We use the best education approaches, methods, and technologies to
make training work, stick, and transfer to the job.

Best Results: We make it our mission to drive value and achieve the highest client satisfaction
through excellence in quality and producing transformational results for our clients.

<y
RAIN Group

raingroup.com | info@raingroup.com | 1-508-405-0438
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