THE $300,000 STRATEGY MISTAKE

Real Operating Decisions. Real Capability Failures. Real Business Outcomes.
An Executive Case Study in The O'Brien Method Series

COMPANY PROFILE

Industry: Industrial equipment and OEM parts distribution

Approximate revenue: $16-18 million

Business model: B2B distribution with a direct sales team selling to manufacturing and industrial buyers
Growth stage: Post-founder-led; first outside VP of Sales hired 18 months prior to engagement

EXECUTIVE SUMMARY

The company's leadership believed its core market had matured. Growth had flattened for four consecutive
quarters, and the read inside the building was that the addressable market was saturated — the existing
customer base had been sold to, competitors had caught up, and the only path back to growth was a new
vertical. Leadership committed $300,000 over nine months to enter an adjacent segment: new positioning,
a rebuilt sales deck, two new hires carrying quota against the new vertical, and a tradeshow and content
push to support it. The pivot produced almost nothing. A diagnostic run at month eight found that the core
market had not matured at all. Leads were still arriving from the original ideal customer profile at the same
rate as two years earlier. What had changed was how long it took the company to respond to them and how
inconsistently those leads were qualified once a rep finally engaged. The company had diagnosed a strategy
problem and spent $300,000 curing it, when the actual failure was two capability domains deep in its own
core motion.

THE SITUATION

Leadership had watched quarterly bookings flatten while the sales team's activity metrics — calls made,
demos scheduled, proposals sent — held steady or ticked up. From the CEQ's perspective, that combination
had only one explanation: the team was working as hard as ever, and the market simply wasn't giving back
what it used to. The company's original customer base, mid-size manufacturers buying replacement parts
and equipment on a recurring cycle, looked tapped out. Win rates within that base had been declining for
over a year.

The VP of Sales, hired to professionalize a founder-led motion, agreed with the read. He had seen it before
at a previous company: as a core market matures, the fix is to expand into adjacent verticals where the offer
still resonates. He built the case, the CEO backed it, and the board approved a nine-month budget to stand
up a new segment targeting larger industrial accounts with a modified offer.

Two reps were pulled from the core motion and reassigned to the new vertical. Marketing rebuilt the
website's value proposition to target the new segment. The company exhibited at two trade shows it had
never attended. Nine months in, the new vertical had generated four qualified opportunities and no closed
revenue. The core market, meanwhile, had continued its quiet decline — not because it had matured, but
because it now had two fewer reps and a sales organization whose attention had shifted elsewhere.



THE INVESTIGATION

The diagnostic did not start with the new vertical. It began with the claim that led to the funding decision:
that the core market was tapped out. That claim had never been tested against lead-level data — it had been
inferred from a win-rate trend and confirmed by pattern-matching to a prior experience at a different
company.

Pulling 90 days of raw lead data from the core segment told a different story. Inbound volume from the
original ICP had not declined. It was within 6% of the prior year's pace. What had changed was time-to-
first touch, which had drifted from a median of under two hours eighteen months earlier to just over 30
hours at the time of the diagnostic — a function of two reps being reassigned, the remaining team absorbing
their accounts without a redistribution plan, and no one tracking response time as a metric once the VP's
attention shifted to the new vertical. Opportunities that did get worked were qualified with meaningfully
less rigor than the same motion had shown two years prior: deal notes were thinner, discovery calls were
shorter, and roughly a third of “qualified” opportunities in the CRM had no documented budget, timeline,
or decision process — the same profile of deal that used to be filtered out before ever reaching a proposal.

The picture that emerged was not of a market that had stopped buying. It was of a core motion that had
quietly decayed while leadership's attention, and that of two of its best reps, was redirected toward a
hypothesis about the market that had never been checked against the data in the company's own CRM.

ROOT CAUSE

The root cause was not a strategic failure. It was a capability failure in two adjacent domains — speed-to-
lead and qualification rigor — that had been misdiagnosed as market saturation because the symptom
(flattening bookings) and the cause (a decaying core motion) appeared on the same chart and were never
separated.

Leadership correctly observed a real number — declining win rates in the core segment — but drew the
wrong conclusion, because no one had instrumented the two capabilities that would have revealed the actual
cause: response time and qualification consistency. Without that instrumentation, a capability problem is
invisible, and an invisible problem gets explained by whatever theory is available. “The market matured”
was available. “Our own execution decayed while nobody was measuring it” was not, because nobody was
measuring it.

THE INTERVENTION

The new-vertical initiative was not killed outright — four live opportunities were still worth pursuing to a
close or a clean loss — but it was frozen to new investment. Both reassigned reps were returned to the core
segment immediately.

The rebuild started with instrumentation, not headcount. A response-time SLA was applied to every
inbound lead from the core ICP: first touch within 15 minutes during business hours, with routing and
escalation rules that did not depend on any single rep's calendar. A qualification rubric replaced the informal
judgment calls reps had been using — four required fields (budget authority, timeline, documented pain,



decision process) that had to be completed before an opportunity could move to the proposal stage, enforced
through a CRM stage-gate rather than a policy memo.

Sequencing mattered. Speed-to-lead was fixed first, over the first three weeks, because a fast response to a
poorly qualified lead is still a wasted response — but a slow response to any lead is a guaranteed loss,
regardless of what happens afterward. Qualification rigor was implemented the following month, once reps
were reliably reaching leads quickly enough for the qualification conversation to matter. Only after both
were running did leadership revisit whether a new vertical made sense, this time with instrumentation in
place to test the hypothesis rather than infer it.

BUSINESS RESULTS

Median time-to-first touch on core-segment leads fell from just over 30 hours to under 20 minutes within
the first month of the SLA. Within two quarters, the core segment's win rate — the metric that had triggered
the original strategic pivot — reversed its decline and stabilized above its level eighteen months earlier,
without any change to the offer, pricing, or target market. Quarterly bookings from the core segment alone
recovered to a level that, by the second quarter after the intervention, exceeded the combined output of the
core segment and the new vertical over the nine months the pivot had been running.

The $300,000 spent on the new-vertical initiative was not recovered. On the board's own accounting, it
remained a sunk cost, despite a hypothesis that had never been tested before funding. What changed was
that the company stopped compounding the mistake: no further capital was committed to expansion until
the core motion's actual capability ceiling had been measured and confirmed.

THE O'BRIEN METHOD INSIGHT

A market that stops responding and a company that stops executing produce the same chart: bookings
flatten. Leadership almost always reads that chart as a market signal because a market signal doesn't
implicate anyone inside the building, whereas a capability failure does. The distinction is not academic —
it is the difference between a $300,000 pivot into an unproven segment and a three-week fix to response
time and qualification discipline within the segment the company already knows how to sell.

Before funding a strategic bet on a new market, segment, or offer, the operating discipline is to first confirm
that the current motion is operating at its capability ceiling. If speed-to-lead and qualification rigor have not
been instrumented and measured, “the market matured” is not a finding. It is an unexamined story standing
in for one.

KEY TAKEAWAYS FOR CEQOS

e Test the cheaper hypothesis before funding the expensive one. A strategic pivot should be the
second move, not the first, and only after the current motion's response time and qualification
discipline have been measured and ruled out as the cause.

e Flattening bookings and a decaying core motion produce the same chart. Don't let a win-rate
trend be explained by a theory that was never tested against lead-level data.



e Instrument before you diagnose. Response time and qualification consistency are easy to measure
and almost always more informative than a quarter of pattern-matching to what worked
somewhere else.

e Reassigning your best people to a new bet carries a cost for the business you're leaving behind.
That cost rarely appears on the new initiative's P&L — it appears as unexplained decay in the
segment nobody is watching anymore.

e The most expensive fix is usually not the one you need. Before committing capital to a new
market, confirm that the old one is actually full.



