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What you sell or who you sell to -
Successful sales reps differ




Half of the companies we surveyed

see more than 50%

of their sales reps fall... in three
years or less



And having a great sales team is critical to driving growth

“While entrepreneurs often expend vast efforts to recruit
and retain the best engineers, they seldom put
much thought or energy into hiring the best salespeople”
— Gerhard Gschwandtner, Sales Thought Leader
Selling Power Magazine

"The ability to attract, hire and onboard successful sales
reps and execs is an enormous competitive advantage,
especially if you're up against ossified incumbents...the
more repeatable and sustainable you can make this
process, the faster you can sprint”
— Peter Kazanjy, Co-Founder, TalentBin
FIRST ROUND REVIEW
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Commercial capabilities are also critical to growth

Growth above market
Based on scores on 1-to-5 scale
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McKinsey surveyed growth tech companies in order to identify the
characteristics that define successful sales organizations

44 growth tech companies surveyed

511 sales reps assessed on /2

attributes covering skills, 3
Intrinsics, motivators, and
cultural enablers

35 commercial capabilities

assessed across price &
contract management,
Innovation & product
management, sales &
account management and
sale support
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We used proprietary McKinsey tools to assess individual sales rep and
companies’ commercial capabilities

= Sales DNA assessment tool co-developed
with a professor of leadership and
management at Notre Dame

Intrinsics

= CCAT measures the commercial capabilities
of any sales organization

JLLDDGLDDL e

= We have used both tools with 100+ clients \ l“““‘m”“ AN sates

= Different from competitors (i.e. CEB
Challenger model) because it doesn’t impose
a generic “best practice” on the sales force;
identifies key traits for unique sales models Motivations

Taking a 360° view of what drives sales performance enables
targeted, high-impact capability building investments

McKinsey & Company 7
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Companies were segmented into 3 cohorts based on their selling focus

Vertical

= Companies that
sell into only one
or two industries

* Products and
solutions include,
mortgage vendor
management
platforms,
merchant POS
systems, and real
time in-store retail
data analytics

= Companies that
sell into K-12 and
higher education
markets

= Offerings range
from online
learning tools for
students to
classroom
operations tools
for teachers

= Companies with a
functional offering
that can be used
across sectors

= Offerings include
payment cycle
management
solutions, HR
services solutions

McKinsey & Company 8
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Participating companies on average were above $35 million in funding and
$40 million in revenue
Financial demographics: Investment and revenue

[T PayIpoN 1seT

Outside investment received Revenue last year,
to date, % (Sum=100%) % (Sum=100%)
5250+ M $250+ 0
80 - $250 M 25
$60 - $250 M $ $ . 2
$40 - $80 M s St
$35 - $60 M ' .
$20 - $40 M
$15-$35M
$10-%$20 M

Less than $15 M 13
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Summary of findings for Education Technology Companies

High performing Ed Tech reps look a lot like
sales reps for any other Fast Growth company —

= motivated by money, persistent, and good at
sales strategies and network building

interviewing processes and coaching and
training, focusing in particular on those traits that
define their top performers

g Ed Tech companies can improve their

Ed Tech companies could likely materially
improve the candidates they attract and retain if
they put more compensation at risk

g Ed Tech companies have particular weaknesses

in their commercial capabilities in tactical
marketing, pricing and contract management
and talent management




High performing reps have significantly different personas relative to weak
performers in their cohort and relative to other selling models

Selling
Model

Distinctive
Sales Rep
Persona

SOURCE: Sales DNA survey

Vertical focus

Selling industry-
specific tools (retail
store analytic
solutions, mortgage
vendor management)
to all companies in one
sector

Able to convince the
customer “I know
your business better
than you do” using
trust building,
strong objection
handling, and
problem solving
intellect

Ed Tech focus Horizontal focus

Selling online learning
tools for students to
classroom operations
tools for teachers, from
K-12 to higher
education

Likely able to succeed
in any growth
company. Builds
trust and leverages
experts, is good at
targeting setting,
motivated by
rewards, and less
empathetic than less
successful reps

Selling function-based
solutions (HR service
solutions, payment
cycle management
software) to companies
across multiple sectors

Excels at pipeline
management and
has deep product
knowledge. Enjoys
tailoring value
propositions to the
specific client
situation. Internally
motivated to be the
best they can be

McKinsey & Company 11
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The Top Performing Rep persona was identified by finding traits that were
statistically different between top and weak performers Ed Tech Top Rep

* Building Trust and @/ * Diligence, orderliness and @/ * Financial rewards and
Networks is key for top persistence help top reps convince Autonomy motivate top
reps to drive platform clients on the value of their product reps, thus requiring a
adoption; they succeed and their dependability; they are compensation structure
through offering clients most likely to succeed in promoting where higher productivity
the right planning and complex solutions with multiple means higher pay
resource management to moving parts
implement the solution, = Extraversion is a key traitoftop  [vf
and do so for a wide reps in this industry; they are driven
network of clients v by their realistic high level of self-

* Target setting helps top confidence
reps calculate targets = Less Empathetic than weak v
and objectives for each performers, top reps are probably
customer, and develop a more hard charging and willing to
detailed sales strategy push to close a sale
and account plans
accordingly @’

* Understanding
customer needs is a key
attribute to succeed as a
top rep; they engage in
discussions where they |
probe on core customer
needs and leverage
experts to close a sale

SOURCE: Sales DNA survey McKinsey & Company 12
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INTRINSICS

Top performing Ed Tech reps differentiate themselves intrinsically in their
confidence, diligence and positivity while being less empathetic

® Cohort Average ® Cohort Bottom e cohort Top Significance of trait Il High [ Medium Not Significant

Performance by Intrinsic
Rating, scale of 1 to 1002

Performance by sub-intrinsic in areas of disparity,
Rating, scale of 1 to 1002 Takeaways

Diligence & Achievement

Extraversion

Openness

Stress Management

Agreeableness

Proactive Personality

Confidence (core self
evaluation)

Humility

Curiosity

Empathy

Resilience

50 60 70 80 90 100

60 70 80 90 100

Detail Orientation * Being structured and the type of
person who plans their actions
effectively is an important attribute to
Dependability being a top performer

Being seen as someone who is
dependable and doesn’t back away
Dutifulness from a challenge are intrinsic
differentiators for top performers

Persistence

Achievement

Planfulness

= Having a general positive attitude and
— being extroverted; being seen as
Positivity likeable is a personality trait common
Social Attention to more top performers

Sociability

Dominance
Assertiveness

Ambition

= While top performers are a little more
willing to take risks, intrinsics in this

Adaptability trait do not differentiate top performers

Problem-solving intellect

Entrepreneurial risk-taking

= Top performers consider themselves
less empathetic than weak performers,
likely helping them better drive sales to
a close

1 Sample sizes were 83 overall, 7 for bottom performers, and for top performers 2 Values should be viewed relative to each other rather than based on absolute definitions

McKinsey & Company 13
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SKILLS

Top Ed Tech performers strongest skills are building trust-based networks,
developing specific sales and target strategies, probing and use of experts

Performance by skill
Rating, scale of 1 to 1007

® Cohort Average

® Cohort Bottom

Performance by sub-skill in areas of disparity, Rating, scale of 1

to 1002

® Cohort Top Significance of trait

[ High [l Medium

Not Significant

Takeaways

Relationship and
network building

(0]
Ml Account planning
O
Prospecting
Resource management
(4]
g
< Pipeline management
=
Understanding
customer needs
Product knowledge
Q
0 e
8 Value proposition

delivery

Negotiation and closing

50

60

70

80

Presence and rapport

Network and maintenance
Trust

New Introductions

40 50 60 70 80 90

8

Review and follow-up

Contact strategy

Target setting and potential
Sales strateg

Cold calling
Prioritization
Identification

In an Ed Tech selling vertical, building a
strong network of trust based relationships
with customers are key differentiating factors
between top and bottom performers

Setting targets, building out potential plans,
and sales strategies are key differentiators
for top performers

Top performers are much more confident in
their abilities to identify new prospects and
dedicate time to hunting new opportunities

Time management

Use of experts & support

Use of tools

Knowing when to bring in experts and
support staff is essential in an Ed Tech
environment

Performance awareness
Lead management

Top performers in general are more
confident in their pipeline management skills

Match offering to need
Listening

Solution offering

Features and benefits

design

Knowing your customer set and being able to
effectively probe customers to find
uncovered needs are necessary blocks for
success

Product knowledge is generally the same
across all performance levels

Value prop creation
Presentation skills
Style and impact
Competitive knowledge

Cross and upsel

Top performers in general are more
confident in their skills to effectively articulate
their products value proposition to customers

Pricing strategy

Objection handling

Negotiation

1 Sample sizes were 83 overall, 7 for bottom performers, and for top performers

Top performing reps are more confident in
their ability to build out competitive pricing
strategies and closing deals

2 Values should be viewed relative to each other rather than based on absolute definitions

McKinsey & Company 14
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MOTIVATORS

Top Ed Tech reps are most motivated by financial rewards, growth
opportunities, belonging and a drive to perform better

® Cohort Average @ Cohort Bottom ® Cohort Top

Significance of trait ] High [l Medium Not Significant

Trait Takeaways
100
% Top Reps in the Ed Tech cohort are more
Cc RN el e fOM oo motivated by financial rewards than non-
£ Non-financial financial recognition
W recognition
Working independently and feeling a sense of
ownership in one’s work is a driver of success
Competency
.................................... A sense of deriving purpose and belonging
from one’s role are strong motivators for top
performing reps in Ed Tech
Belonging
Growth Desire for growth opportunities could be
...................................... satisfied by C|arifying career Opportunities
o Goal Setting
n
L — (AU, S § E————
= . .
c Drive and will
1 Sample sizes were 83 overall, 7 for bottom performers, and for top performers 2 Values should be viewed relative to each other rather than based on absolute definitions

McKinsey & Company 15
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CULTURE

Most top performing Ed Tech reps succeed in a culture that provide [apPeneX
entrepreneurship opportunities and are customer focused

Trait

® (Cohort Average @ Cohort Bottom  ® Cohort Top

Takeaways

Entrepreneurship

Customer Focus:
Service Climate

Leadership

Direction

Supportive environment

Performance
Management

1 Sample sizes were 83 overall, 7 for bottom performers, and for top performers

Top performers feel like their start-ups are
more entrepreneurial

Top performers believe their leadership
supports their development

Contrary to what you might usually expect,
bottom performers perceive a much more
supportive environment in Ed Tech
companies. Maybe it shouldn’t be

2 Values should be viewed relative to each other rather than based on absolute definitions

McKinsey & Company 16
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Summary of findings

High performing Ed Tech reps look a lot like
sales reps for any other Fast Growth company —

= motivated by money, persistent, and good at
sales strategies and network building

interviewing processes and coaching and
training, focusing in particular on those traits that
define their top performers

g Ed Tech companies can improve their

Ed Tech companies could likely materially
improve the candidates they attract and retain if
they put more compensation at risk

in their commercial capabilities in tactical
marketing, pricing and contract management
and talent management

g Ed Tech companies have particular weaknesses




Ed Tech companies seek empathy when high performers are less empathic

Correlation to . High . Medium Not . Neg
top performers Significance? Significance? Significant Significance

Recruiting: Intrinsic assessed!for Ed Tech archetype, % of archetype

Diligence 100

Extraversion Key Takeaways

100 * Not enough Ed Tech
companies are
assessing extraversion

* All Ed Tech companies

Openness

Stress Management

Agreeableness 100 assess empathy, yet
McKinsey has found
Proactiveness 100 top performers

perceive themselves
as less empathetic

o
2] al al
o o o

Self-Awareness 100 = All Ed Tech companies

Humili assess diligence, a
umility high significance trait

Curiosity

Empathy 100

Resilience 100

1 Mastery Prep did not complete this question in Head of Sales Survey 2 95-99+% confidence
3 90-95% confidence difference between top and bottom performers

SOURCE: McKinsey Head of Sales Survey, Sales DNA McKinsey & Company 18
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Ed Tech companies can improve their interview processes

Recruiting: Interview process
% of archetype (Sum=100%)

sulll prepuels dulded INd T0:6 9T0Z/0E/TT PALIPOIA 1seT]
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_ Key Takeaways
Ed Tech Vertical Horizontal
Interviews, # |* Ed Tech
How many - Hs W companies have
interviews fewer interviews
does a 14 7 W3 than other
candidate - . 6 2 cohorts
typically go = No Ed Tech
through? companies
reported using
any kind of a
Do you use personality test
an interview in their process
guide?
Do you No
use a 75 75 M Yes
personality 100
test?

SOURCE: McKinsey Sales DNA McKinsey & Company 19



Ed Tech Companies don’t coach frequently

Effectiveness of coaching
% sales reps who said they were satisfied by the coaching

100

95 -

90

Negotiation and closing

P

" Resource management Product knowledge e

shipO%ngl networkbu\i\lding »

80 -

75

70 -

65

60 ‘

\\'\:

¢ Pros peCti ng

Value proposition delivery
Understanding customer needs

ipeline management

® Account planning

25 30 35 40 45 5

SOURCE: Sales DNA

% sales reps who said the topic was covered in coaching

0 55 60 65 70 75 80 85 90 95 100

Coverage of coaching

® Statistically significant skills Ed Tech

Key Takeaways

* Ed Tech sales
reps perceive
coaching as
effective

* Butless than
50% of reps
state that the key
skills are the
focus of
coaching

McKinsey & Company 20
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Participating companies have a real need to better attract and retain high
performing reps

Percent reporting 50+% of salesrep  Percent reporting >10% of successful

hires in the past 3 years were sales reps left in less than one year?
unsuccessful % of participating companies
% of segment (Sum=100%)
>25%
Vertical
>10% to 25%
Ed Tech <10%
Horizontal 50 0%

SOURCE: McKinsey survey to participating companies Head of Sales McKinsey & Company 21



Summary of findings

High performing Ed Tech reps look a lot like
sales reps for any other Fast Growth company —

= motivated by money, persistent, and good at
sales strategies and network building

interviewing processes and coaching and
training, focusing in particular on those traits that
define their top performers

g Ed Tech companies can improve their

Ed Tech companies could likely materially
Improve the candidates they attract and retain if
they put more compensation at risk

in their commercial capabilities in tactical
marketing, pricing and contract management
and talent management

g Ed Tech companies have particular weaknesses




Ed Tech can likely materially improve the top performing candidates
they attract and retain if they put more compensation at risk

Retention: Variable sales rep compensation, % of segment (Sum=100%)

Variable Sales rep compensation
B >30% <20%

M 60% to 80%

M 40% to 60%

M 20% to 40%

Vertical Ed Tech Horizontal

100 100 100

11

8

Vertical Ed Tech Horizontal

o
"y

SOURCE: Sales DNA McKinsey & Company 23



Ed Tech Reps spend more time on selling prep than best practice

Breakdown of sales reps’ time by activity
Hours per week, Percent of time (Sum=100%)

49

Identifying opportunities

Client-facing sales
interactions

Selling preparation and
proposal management

Other customer-related activities
Post sales customer serwce

Best
Practice

Vertical Ed Tech Horizontal

SOURCE: Sales DNA

Selling
activities

Non-
selling
activities

McKinsey & Company 24
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Summary of findings

4

oD afd

High performing Ed Tech reps look a lot like
sales reps for any other Fast Growth company —
motivated by money, persistent, and good at
sales strategies and network building

Ed Tech companies can improve their
interviewing processes and coaching and
training, focusing in particular on those traits that
define their top performers

Ed Tech companies could likely materially
improve the candidates they attract and retain if
they put more compensation at risk

Ed Tech companies have particular weaknesses
In their commercial capabilities in tactical
marketing, pricing and contract management
and talent management




Commercial Capabilities by Cohort

Vertical Ed Tech

= Strengths = Strengths = Strengths
— Strategic marketing — Strategic marketing — Strategic marketing
— Innovation & (especially customer (except marketing
Performance segmentation and value planning)
management proposition) — GTM model design
— Tools & Information — Innovation & — Innovation &
systems Performance Performance
* Opportunities management management
— Pricing & Contract " Opportunities " Opportunities
management — Pricing & Contract — Pricing & Contract
— Go-to-Market Design management management
— Talent management — Strategic marketing — Org Design &
(capability — Talent management Effectiveness
development and (capability development — Talent management
learning and learning (capability development
— Tactical marketing — Tactical marketing and learning
— Customer Service — Toots and information — Tactical marketing

systems — Customer Service

McKinsey & Company 26
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While FGT companies excel in their innovation, channel partnership, and go-to-
market model, there are clear capability gaps compared to mature B2B companies

Commercial capabilities

Enablers

1 Average percentage of participants that indicate best practice is ‘often’ or ‘always’ achieved

SOURCE: CCAT

Commercial capabilities and enablers

® Ed Tech

©® Horizontal

® Vertical

Capability scores (Agreement score?)

® B2B Tech Benchmark

1. Strategic marketing

8. Tactical marketing

A. Organization design & effectiveness

D. Tools and information systems

........

Single score

2 Benchmark consists of 8

McKinsey & Company 27



Ed Tech has particular opportunity in pricing and tactical marketing

Agreement score?
8 capabilities

1. Strategic marketing

2. Go-to-market model design

3. Innovation & product management

Quartile compared
to benchmark

H Top quartile
[l 2nd quartile
M 3rd quartile

4th quartile

4. Price & contract management

Talent review approach

consequences

Customer segmentation _ 78 GTM design 61 Transfer of insights into 50 Market strategy pricing 28
development
Customer portfolio mgmt 41 Value pricing 28
GTM roles and
P 83 New launch 39
N responsibilities ) o

Value proposition - 67 Transaction pricing 38
Marketing planning 33 Resource deployment 28 Product/service positioning 50 Pricing infrastructure 50
5. Channel partner management 6. Sales & account management 7. Sales support 8. Tactical marketing

Channel partner 57 KAM 48 IT support to sales 39 Communication deliver 31

selection and renewal Pp y

Channel performance 62 Field sales 56 Marketing support 29 ROI measurement 18

mgmt to sales

Channel conflict mgmt 33 E-commerce 9 Customer service 29 Digital marketing - 47
4 enablers
A. Organization design & effectiveness B. Talent management C. Performance management D. Tools & information systems

Organization structure Recruiting, hiring, and g5 Metrics, KPI, and Analytical tools

and resourcing 41 onboarding target setting 44 and skills S0

Capability development Rewards, incentives &
Core processes 44 and learning 22 ' 44 Profitability transparency 29
40

1 Average percentage of participants that indicate best practice is ‘often’ or ‘always’ achieved

SOURCE: CCAT

McKinsey & Company 28
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Major Takeaways for Ed Tech

Hiring

Supporting
proceses

Commercial
capabilities

= Hire great sales people and coach on core sales skills
— Focus on persistent, diligent and extraverted reps who
may rub you the wrong way because they are less

empathetic and hard drivers

— Who have demonstrated traditional sales skills — ability
to build robust networks, develop specific targets and
sales strategies, customer probing and using experts

" Improve your interviewing, training, and compensation

practices
— Increase variable portion of compensation

— Increase coaching on the key skills that top reps have

— Provide subject matter experts for support

= Strengthen key capabilities:
— Improve tactical marketing to drive more leads

— Increase pricing capabilities across the board — strategic
price setting, contract management, and tactical pricing

decisions

McKinsey & Company 29
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Appendix

Last Modified 11/30/2016 9:01 PM Pacific Standard Time

Printed
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Sales DNA attributes (1/2)

Description
. Presence and rapport Ability to develop deep relationships at all levels
Relatlon & —————————— SREEREERE e SRR R
networking Networking Ability to maintain a wide network of Cients e
Trust building Ability to build trust based relationships with customers
Review and follow-up Ability to communicate with customer after conversation has ended

Account Contract strategy
planning Target setting and potential

6 9TOZ/0E/TT PaUIPO 1se]

Sales strategy Tendency to develop detailed account plans zf
Time dedicated Ability to dedicate time to hunt for new customers.
SIS | Prioritization Ability to prioritize opportunities, time and resources
Identification Ability to find and identify new customers §
Time management Ability to set deadlines and manage time effectively 3
R EITEE it St st hte. s e
AVNISIRONIN | Use of experts & support | Understanding how to leverage specialists and supportresources
Use of tools Knowledge on how to use tools efficiently
Pipeline Performance awareness Forecasting performance based on pipeline; accurately assessing likelihood of close
o, ST Actively managing alistof leads
Match offering toneed  Ability to identify and prioritize customerneeds
Customer  WESCIITY Success in listening to customers and pickinguponcues :
Needs Probing Asking probing guestions to uncover unmet needs
T Determination to identify and prioritizéuéﬂéfa'r'ﬁ"emrmr'iééa's" ...............................................................................
Solution offering design  Ability to tailor the solution to the customer'sneeds
knowledge Features and benefits Being knowledgeable about features and benefits of the company
Presentation skills Ability to communicate effectively
Value Style and impact Ability to tailor communication strategies
JELEELELE [Competitive knowledge | Distinguishing offering from competition
Cross and upsell Acting on opportunities to cross and upsell
- Pricing strategy Determination to adhere to discounting guidelines; selling based on value
Negotiation — S " bt an e e ettt e
and closing Objection handling §HSS€§§..'.F‘...E’.Y?K?F’.m'ﬂ9..9?1.?9?.'9(‘.?1 ...................................................................................................................................
Negotiation Ability to adjust negotiating strategy based on context

McKinsey & Company 31



Sales DNA attributes (2/2)

Intrinsics

Motivations

Extraversion

Openness

Diligence and
achievement
(Conscien-
tiousness)

Other
intrinsics

Extrinsic
motivators

Intrinsic
motivators

Sociability
Positivity
Dominance
Assertiveness
Ambition
Problem-solving intellect
Detail orientation
Persistence
Dependability
Achievement
Planfulness
Empathy
Confidence

Stress management
(Emotional stability)

Resilience
Rewards

Autonomy

Professional growth

Goal setting

Drive and will
Entrepreneurship
Customer focus
Leadership

Direction

Supportive environment
Performance management

Description

Tendency to be outgoing and friendly toward peers and customers

Desire to succeed at current sales role and move upward in the organization
Ability to find / understand problems and develop solutions
Preference for organization over disorder

Inclination to arrange activities (e.g., meetings) ahead of time
Ability to understand the feelings of others

Ability to persevere through adversity
Degree of motivation based on external rewards

Pleasure gained from sense of ownership over work

Degree of motivation based on individual drive to succeed in one’s role

Belief that company encourages reps to take risks to grow the business

Degree to which reps are held responsible for results
McKinsey & Company 32
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