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By Tom Bradbury and Doug Coons

“You can't manage what you can’'t measure.” “Whetisgneasured
gets done.” Often heard clichés, but nonethelaie tfue. Never
more so than in today’s challenging new home sakeket. So,
how does a Home Builder measure and manage its gipleline?
How does a Home Builder ensure its organizatialoiag
everything within its control to generate qualifiedds (traffic) then
convert a high percentage to contracts?

This paper introduces the discipline of managimgwa home sales
pipeline — a discipline that focuses on settingrées of lead
generation, prospect management and sales goedy performance
indicators (KPI's); designing, executing, and manggprocesses to
achieve the KPI goals; measuring results agaiesKil goals in
real-time; and then refining the processes an@xeeution of the
sales organization and sales agents to continuguphpve.

This paper also introduces the concept of “leadidgcators” — a
KPI that provides an early warning indicator thajger goals may
not be met. Management needs to know as earlgssipe that the
sales goal for the month may not be met. Finduntgab month-end
that sales are below plan is a “lagging indicatewhen you find
out, it has already happened! What managemensrigéie insight
and heads up information that “leading indicatatsliver.
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The new home sales pipeline can be summarizedhattllowing
representative categories:




./"'-___“ ™

Builder Solutions

0 Referrals
0 Sales Agent Self-Generated Leads
0 Web Leads (virtual traffic)
0 Realtor leads
Community / Sales Office Traffic
o First Time Visitors
0 Bebacks
Prospects
o “A” Prospects
o0 “B” Prospects
o Etc
Reservations
Contracts
o With Contingency
o No Contingency

From the list above, a sales pipeline could betcoc®d that
includes planned numbers per month for each catedetermined
at the community level then rolled up for the cogte total. The
planned numbers would need to be thought throudheatimated
based on either a historical basis or a desirecorume.g. what
percentage of “A Prospects” convert into sales?aMglercent of
prospects are “A Prospects”™? What percentage nfr&cts are
referrals?

Now, there is a good chance a Home Builder mayknotv this
information — all the more reason to start defirtiagets and
measuring actuals against your targets so youraamisly refine
your sales pipeline management process.
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For each of the above categories, a Home Buildeldcand should
define targets or goals, working backwards fronbases target or #
of Contracts goal per month. This planning exerpiduces a set
of key performance indicators that now can be as=leading
indicators”.

Lets go through an example. Let's assume The SBnitthers
Builders business plan for 2007 is to sell 240 hanfeor the sake of
simplicity, then let’'s assume their plan is to &€llhomes per month.
Then working backwards from this goal, The SmitbtBers might
produce the following targets / goals / KPI's:
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Goal / KPI January 2007 | February 2007 March 2007 April 2007
# of Contracts 20 20 20 20
# of “A” 60 60 60 60
Prospects

# of Sales Agent 200 200 200 200
Follow-Up

Activities

# of Traffic 180 180 180 180
Units

# of Referrals 40 40 40 40
# of Sales Agent 40 40 40 40
Leads

# of Web Leads 60 60 60 60
# of Realtor 40 40 40 40
Leads

# of First time a0 90 90 90
Walk-ins

# of Bebacks 30 30 30 30

Table Showing Sales and Lead Generation Goals

With this planning, The Smith Brothers have prodLgeleading
indicators” that they can set targets for and ttacgive them more
visibility into their sales pipeline and help dritreeir primary goal
(“lagging indicator”) of # of contracts per month.
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Once a Home Builder has determined their lead g¢ioerand sales
goals, they need to ensure they have the procespksce to deliver
the desired results.

Lets take another example — The Smith Brothersd@tsl sets a goal
to have 25% of their Sales come from referralseaBgoal, but do
they have a defined Referral Program and assoqgueteesses to
produce 25% referral sales? Items that need tiebigned into an
effective referral program include:

Who can refer a lead? Just Home Owners? Trades?
Employees?

How is the Program promoted?

What is the referral incentive? Cash? Others?

Is the referral lead actually captured or regisiere

Are your sales agents trained to identify refervethen they
visit a sales office?
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What are the rules? Referral only allowable ost fiisit?
Do you encourage the individual making the refetoal
continue to “market” to the lead?

How do you close the loop and compensate the itdali
making the referral the corresponding incentive?

Do you escalate the reward? Give more for tHeederral,
the 3° etc?

Processes that need to designed and executeeobivedfy produce
and manage a strong new home sales pipeline include

Execute Referral Programs

Process Web Leads

Process Sales Agent Self-generated Leads
Execute Realtor Reward Programs
Execute Marketing Campaigns

Convert Prospects-to-Contracts

Manage Sales Office Operations

Once the key processes have been designed, do@danent the
staff trained; then they need to be executed afat@d. An
example process workflow may look like this:

The SMART Builder

Convert Prospect -To- Contract Process

%%
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Software tools now exist to help Home Builders nggnaverall
performance. One such solutidterformSMARTrom SMART
Builder Solutions provides an integrated approacmanage all the
operations of a Home Building company including sh&es pipeline.
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The PerformSMART solution provides tools for thenhtoBuilder

to:

Define Leading and Lagging Key Performance Indicato
(KPI's) and to input monthly targets or plans

Design and document lead generation and salesgsese
Execute and control sales processes in real-tinogjging
flexible, customizable task management for Salesddars and
Sales Agents

Measure the actual results of the leading and hagl§PI's in
real time, providing the entire organization wiikilility into
the sales pipeline

Adjust and re-direct processes based on the leaafiincators to
get sales back on track to meet the defined goals

Lets walk through how a Home Builder could mandageales pipeline
with a performance management tool.

First, the Home Builder defines its Lead Generafind Sales KPI

targets:
Goal / KPI January 2007 | February 2007 March 2007 April 2007
# of Contracts 20 20 20 20
# of “A” 60 60 60 60
Prospects
# of Sales Agent 200 200 200 200
Follow-Up
Activities
# of Traffic 180 180 180 180
Units
# of Referrals 40 40 40 40
# of Sales Agent 40 40 40 40
Leads
# of Web Leads 60 60 60 60
# of Realtor 40 40 40 40
Leads
# of First Visit 90 90 a0 90
Walk-ins
# of Bebacks 30 30 30 30
Copyright © 2007 SMART Builder Solutions LLC 5
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Then, the KPI targets are loaded into the syst@speople perform

their daily work, results are automatically meaduasad compared to the
plan via a “management dashboard” visual presemtati

Communities: IAII Communities vl
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Contracts
Month to Date

Traffic Counts
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Management Dashboard showing real-time results rjgilan.
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Sales and Executive Management then can drill datenthe details
to see how each individual Community and Sales Agetioing
against plan:

For a specific Community:

"A" Ranks
Month to Date

Dashboard Gauge showing Actual number of “A Prosgiees plan

Traffic Counts
Month to Date

Dashboard Gauge showing Actual number of trafficphan
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Prospect Ranking Summary
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Based on the leading indicators, such as # of ‘@spects”, being
too low for a Community and/or Sales Agent, thenNanager
would drill down into the corresponding process aed where the
problems may be:

Enter/lUpdate Prospect Data
Perform Prospect Follow Through
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If the “A Prospect” follow-up process was automatéth a business
process management software, like the capabilittyimvi
PerformSMART, then as soon as an Sales Agent digerorm a
scheduled follow-up activity on an “A Prospect’eteystem would
automatically generate an email and send it tag¢bponsible
manager:

Subject:  Mr. Dan Smith For Lot 455 in the Forest Brooke community was not called

Ann Davis has not followed up with the A prospect Mr. Dan Smith for Lot 455 in the Forest Brooke community. Mr. Smith should
have been called by 53172007
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In addition to the automated emails, a businessga®management
system should provide a “red/yellow/green” excaptieport that
lists all tasks that are not being executed acogrthh schedule,
highlighting individual processes that are brealdogvn:
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The above screen shots and discussion should givéopd for
thought on how to better manage your sales pipealivtehow to
execute processes in a way to hold your peopleuatable for
meeting goals — isn’t that what good managemeat sbout? Set
goals, provide them with well-designed processektaols to do
their job so they can meet the goals, and therstdginecessary.

But this all becomes much more powerful when yadokithrough
your measurements and design KPI's that are leadingture. All
KPI's measure something happening, but many asepport of a
bigger goal, much as they way measuring trafficasneing # of “A
Prospects”, and measuring sales agent follow-upigctan all
provide early warning signals on meeting your Sgless.
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In summary, today’s challenging market for new h@ales requires
Home Builders to become more proficient in managivgsales end
of their business. Home Builders need to takerobof their lead
generation and sales processes to out-performabeipetitors.
Again, back to the familiar management adage — “¥anit manage
what you don’t measure!” Put in place the leadimdicator KPI
discipline to tightly manage your sales pipelifiéhis is not easy
work. It takes planning, thought, and a processigo It requires
discipline, enforcement and demands accountabiBiyt for many
Home Builders, this is required to survive in themanding market.
Selling homes feeds the rest of your business.

The benefits of managing your sales pipeline watiding indicators
include:

Early warning system giving you more reaction timerder
to meet your monthly / quarterly sales goals

More productivity and accountability from your sale
organization

More visibility into your sales pipeline — bettefaormation
leads to better action

More visibility into the performance of your sales
organization - ensuring management that all requations
are being taken to produce leads and close sales

No part of this document may be reproduced or distributed without explicit
written permission.
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