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In this situation the best approach is to work from the "opportunity” back to the resources you must
develop to take it. For example... 'If we were to add a new sales channel, what might we be able to

achieve in extra sales and profits?'

NOTE: This example contains more than 12 elements in total and therefore cannot be built in full with the
free mystrategy® reader. However the sample file can be opened and explored with the reader.

1. Specify the opportunity in terms of the number of tangible resources
[most often ‘customers’] you think you can develop into the future.

& Opportunity:'We could use dealers to reach perhaps 16,000
smaller customers over the next 12 quarters.’

# Measure: Customers, which is a resource.

Stmaller custormers 000

165.00
20,00

0.00

# Action: Set the timescale in mystrategy® to run from periods O to 12, in quarters, with
"Today" being 0. Add a resource to the desktop and sketch or type in an estimated growth

in customers over the 12 quarters.

2. Use the
mystrategy®
calculation facility to
calculate the sales

Smalker customers ‘000

20.00 6.00

A

I

10.00

volume and revenue
that may result.
Build this up in the
same way as you

oo

might in a

spreadsheet - each Mews reverueenn0 par quartar
element is qongo 1900.00
equivalent to a /
spreadsheet cell. am

Siales per new customer wiits per quarter

Total nevs sakaghvolume 000 units per quartsr
700.00 160,00

Cwr price per unit to deskers €
10.00

Keep it simple so
you can see the logic.

& 'Expected sales per small customer of 10 units per quarter will produce sales volume of

160,000 units per quarter' ...

# ... and if we charge dealers €10 then sales of this volume would result in incremental

revenues of ~€1.6m per quarter.’

3. Assess the other
resources that you O ™
will have to develop
if the increased sales
channel is to be
achieved. —

# 'There are
]

about 50 Hew small custnmars par deales par guars:
dealers to be

won, the dealers adoed per guarer
largest S W3

{ ||I"'|__ I". L]
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Mel cuslomer grovsth 000 per rdnalh

Dezalers @ering smaller cuslomers
Sa.00

Smallar customars 000
] 16.35
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bringing us up to 100 small customers in the early quarters [though later dealers will reach
fewer new customers]." In the example we have added a data set for new small customers
per dealer per quarter that peaks early and then tails off.

'We can allocate 3 sales people for 2 months, reducing to 2 and then 1 to win these dealers.'
Add this data to the "Sales staff focused on dealers"” resource. Note: make sure these are
joined to an inflow into the resource "dealers serving smaller customers™ - not directly to
the resource.

The customer win rate (the inflow into the resource "smaller customers") can now be
calculated from the number of dealers multiplied by the average number of customers they
bring each quarter.

Now that there is an inflow to "smaller customers”, you can delete the data entered in step
1 - on the graph tab for smaller customers, select the "clear" button. If you run the sample

simulation the numbers won now reach 16.35 (‘000).

4. Calculate the extra Diers seeving Amaler ustomrs /_’
costs involved and ] 00 - Aeremesnial revere €000 per quarter
1 Ciealar suppor costs IIJ:EA:I]E‘ .
subtract these from yam 000
m N
the expected new S . |/ L—éﬁ
revenues to forecast \ Lo
incremental profits :s staflfocused on dealers Tictal era £ost 8000 par quartes S
p — 100 565, 0P |ﬂl2-f9‘f'ﬂ'?::::l‘:" BNUe pEr gl
I tal sales | L i :
- The eXtI’a ﬂtl!l‘n!:;ﬂ! arce cos | _-‘-'-"r'-h
| | g0 \\.L___,_..--"-'h -IEE 0
sales people k j 00 1070.30
cost €25,000 i
per quarter
each, so add a variable for the sales force costs and enter the equation in.

# Dealer support will cost €10,000 per dealer, so add another variable for that with an
equation.

# Add variables for total costs and incremental revenue with the costs and revenued leading
in. On running the simulation we can see total costs will grow to €565,000/qtr and
incremental profits will reach —~€1million per quarter.'

5. With a small amount

Emalar custanmis 100

of data we have built f 6.

a small model that

E
3\ =.I

illustrates the basis
of a possible
increment to the
business. But what if
our estimates turn
out to be too

Tetal new s

i

N

hm WA i Quatai

490e -
Dy price pes w0 deslens &

3 0]

(1
Plow revenvg S0 par quastar
e 48053

B 0

B
Qarers
= incremental profit S0 per quarer
— Incrarantal proft @00 per guan e [1]

optimistic? Use
mystrategy®
comparative graphs
to explore what will
happen if key

Incremertal prof S0 per g
A

mutra cost 00 ger quarier
5355 0 e 0

JEu LY

file://W:\site_maker\ContentPages\mystrategy\example2_explore.htm

05/12/2004



Exploring new business options with mystrategy®

assumptions change - for example:

Page 3 of 3

# 'If our dealers struggle to sell to these small customers, only achieving average sales of 3 unit per

quarter, we will not hit sufficient revenue to make this channel profitable.

it customer growdh 000 per month

108 Smalier customers TOD
/fm F 1535
Pis]

ww salegdiolume 000 units per quarter

16353
um
hewe small customers per dealer per quarter

Pl rever par guiafer
E35.30

dhemlers atded par cuarcs
m 5400

nmi

15‘35 30
Desler suppor costs
— 0.00
i
\‘\—_ > -smm
m

IEF:] 565 O0MDm

i)
et deslers per Salas parson par o rcremertal sales farce cosl
200 s ___/,’-. __f,-"".
\\_..'l"'"-" o

m
2500

Safes per new cusiomer uniis per quarter

Our price per urit to desksrs €
10.00

100 Dealers serving smaller cusiomers Iﬁ
"om nCresmantal resvenue G000 per quarter

Sales staff focused on dealers [JeRal e Cost STAN) per f Jariae noremental revenus per gir
e, p |TOT

L

107030

Visit www .stratgydynamics.com/mystrategy
for more information about the mystrategy® software
and the sample model that accompanies this example.

All materials copyright © Global Strategy Dynamics Ltd 2004.
mystrategy® is a Registered Trademark of Global Strategy Dynamics Ltd
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