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1.1 Learning Objectives

After studying the chapter, students will be able ta:
o Identify the 'rel'a_tionship between the functions of marketing and sales;
¢ Describe Customer Relationship Management; l
o Explain the need for sales organization;
e Know the newer forms of organizations;'
o Understand the types and barriers to sales planning;
. @ Describe various budget-setting methods;
e Learn the methods of setting Sales Volume Quotas;
e Understand Sales Control and Analysis.

1.2 Introduction

“Everyone lives by selling something”. 'I'hxs statement is ]ust as true today as when Robert Louis
Stevensdn said it over 100 years ago. Personal selling occurs in nearly each and every human
interaction. It is involved when a student buys a Hero Motor Cycle; a store sells a dress to a
woman, a preacher talks to a group of students to encourage them to attend church services,




and also when a political leader addresses a rally before elections. Personal Selling is an ancient
art, which has spawned a large literature and many principles. Selling today is a profession
that involves mastering and using a whole set of principles and techniques. In the absence of
personal selling, organisations will find it difficult to dispose off their products and services. It
is the most important component of promotion mix in attaining the goa! of all marketing efforts,
L.e. to increase profitable sales by offering want satisfaction to consumers over the long run. This
lesson is all about personal selling. It is focused on the definition, nature, scope, importance, and
process of personal selling.

The world and the markets are undergoing a change at an unprecedented speed. We have
reached today in the world of supermarkets, internet sales, with highly competitive products
coming out in the markets on a continuous basis. In such a scenario, establishing a strong market
presence is not an easy task. Companies are continuously involved in taking decisions regarding
product planning, resource planning, financial and operational planning,. Sales forecasting provides
an important input for such decision making. It is an integral part of business management.
Without predicting the sales for the future, one can’t manage, sustain and plan for the future
growth. Intelligent business decisions can be made only through accurate sales forecasting.
Although, sales forecasting has become very complex and difficult because of various dynamic
factors which affect the market, yet on the other hand, the availability of a number of techniques
and software has facilitated forecasting and its widespread use. Companies, big or small, domestic
or multinationals, single product or multi-products are all trying to use this tool to their maximum
advantage and, thereby, create a strong market space for themselves.

Sales force personnel are the part of company employees, who oversee activities like setting
sales and profit targets, formulating sales related marketing policies, designing personal selling
strategies and integrating the sales organizations with the company’s other functions. In short,
they build and develop the sales organisation and oversee the implementation of the sales program
to get the desired results. However, in discharging these responsibilities, sales managers tend to
spend a lot of time in trying to achieve the planned results and end up overlooking a significant
function in the sales management process that of measuring and evaluating the effectiveness of
the sales force’s performance. Organizations have limited resources, and it is the sales manager’s
responsibility to utilize them in such a way so as to maintain a fair balance between costs and
profits in order to achieve the overall organizational goals.

Appropriate designed and skillfully implemented control mechanisms increase the chances
that the sales organizations will focus upon achieving selling and profit objectives. Sales budgets
and sales quotas, if set properly and administered well can stimulate sales personnel to achieve
the sales and profit objectives set. Further, setting up sales territories makes the control of sales
operation more effective. While, controlling sales force expenses and transportation costs helps the
company to achieve its profit objectives, control mechanisms such as sales audit, sales analysis and
cost analysis can contribute to effectiveness of personal selling effort. These control mechanisms
helps sales executives to monitor profitability of the operation.

1.3 Sales Management

Concept

The attainments of sales force goals in an effective and efficient manner through planning, staffing,
training, directing, and evaluating organizational resources. The Definitions Committee of the
American marketing association defined sales management as ‘the planning, direction and control
of personal selling, including recruiting, selecting, equipping, assigning, routing, supervising,
paying and motwating as these tasks apply to the personal sales force’.

The above definitions cover two important ideas:

® The five functions of planning, staffing, training, leading, and controlling, and

e The attainment of organizational goals in an effective and efficient manner.

Introduction to Sale
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.developments in human resource management.
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The art of meeting the sales targets effectively through meticulous planning and budgeting
refers to sales management afid-is-one of the most important elements of success of modern
organizations. It helps to extrict the best out of employees and achieve the sales goals of the
organization in the most effective ways.

It is a socio-scientific process, involving group-effort in the pursuit of commen goals or

objectives, which are predetermined. It helps the organization in demand forecasting, territorial
redesigning and collecting corapetitor’s information. Although it is a system of authority with co-

ordination as its key; harmony is emphasized instead of conflict. Management of the sales force is.

one of the most important executive responsibilities. In the present scenario sales executives are
professionals. The professional approach demands the ability to install, operate, and use control
procedures appropriate to the firm’s situation and its objectives. The sphere of Sales Management
operations include: Managing Sales Force, Managing Sales Targets, Offering Sales Training,
Managing Direct sales, Managing Sales Territories, Managmg Channel partners, and Managing
Sales Promotion.

1 Nature, Scope and Importance

Sales Management forms a part of Marketing Management. A significantly broader meaning is
assigned to Sales Managerent and it encompasses the following two broader areas: Managing
the Sales Functions, and Managing the Sales Force. '

The nature and role of sales management has become more professional. The emphasis is
on the word management The duties of the sales manager in the modern company hdve both
broadened and changed in emphasis. Nowadays the sales manager is expected to pldy a much
more strategic role in the company and is required to make a key input into the formulation of
company plans. There is thus a need to be familiar with the techniques associated with planning,
including sales forecasting and budgeting. The sales manager, also needs to be farhiliar with
the concept of marketing to ensure that sales and marketing activities are integrated. The sales
manager needs to be able to analyze and direct the activities of the sales force towards more
profitable business. In dlealing with a sales force, the sales- manager must be aware of modern

)

Due to the changing nature of sales management, the job of a sales manager has taken the
mixed form of an accountant, a planner, a personnel manager'and a marketer. However, the
prime responsibility is to ensure that the sales function makes the most effective contribution to
the ach.ievenient of company objectives arid goals. _

) To help understand the scope of the sales management task, sales management s understood
as all activities, processes, and decisions involved in managing the sales function in an organizatiorn.
Managing a sales force well involves understanding the complexity of selling activities as well as

the decisions involved in managing those activities.

The importance and/ or benefits of sales management are as follows:

1. To the Society: If jobs are to be made available for all those, who want and expect them,
the economy must continuously expand its production of goods and services, which can
only be done by adopting sound government-policies and efficient use of people. Equally
important here is the fact, that an economy needs individuals, to sell ‘what is produced.

\

Through their persistent efforts to create and stimulate demand, salespeople could be said

to be the life and bioed of a productive economic-syster.

2, To the Consumers: Professional people know their product or service, its major. uses,
limitations and benehts, which helps them to serve their customers, quite effectively. For
example, an insurance agent can analyze the hazards and risks that confront a client's
business or home-situation, examine existing coverage and offer helpful advice, in order
to eliminate the gaps or overlaps in coverage, in addition to saving the client’s money. The



sales-engineers are qualified to analyze technical-problems, which may be confronting
a particular organization and they can give the right recommendations for developing
efficient operations: -

3. To the Business Firms: A business firm can be profitable only if its revenues exceed its
costs. The prime responsibility of the salespersons is to sell the goods, produced by the
organization, at a profit. Companies, salespeople and customers are different levels in the
marketing chain; and these stand to benefit by sales- activities. The creative salesperson,
tries to penetrate his territory, and adopts suitable means and techniques of profitable-
selling of goods and/or services. The salesperson, in the field, is an ideal person, to keep
the company abreast, or ahead of competition. He, thus, becomes an important source of
field-intelligence by providing important (and sometimes very crucial) information, about
the nature of competitive-activities, and also about the changing needs of customers. The
sales-force has the additional responsibility of serving the needs of customers that buy the
firm’s product(s). Most firms cannot survive, only on the basis of one- time sales; repeat-sales
are necessary. This is possible only if the customers are served in a professional manner. It
is the only function or department in a company that is involved in generating revenue or
income for the organization. The financial results of a firm depend on the performance of
the sales department. Many sales people are among the best paid people in business. It is
one of the fastest and surest routes to enter into the top management bracket.

Marketing and Sales Management

Marketing and sales are very different, but have the same goal. Therefore, it is essential, that
sales and marketing be fully integrated. When the marketing plan is written, specific strategies
are set, such as achieving a certain profit margin or reaching a specific target audience. A sales
. plan will use tactics to affect these strategies. For example, if the marketing strategy is to enter the
marketplace with a lower price, the company will need high-volume sales because there are lower
profits per unit. This will guide the-sales department as it determines where and how to sell.

Figure 1.1: Company Organization Chart: Sales-Oriented Company

Table 1.1: Difference in Sales and Marketing
Sales starts with seller & is preoccupied all | Marketing starts with the buyer and focuses
the time with the needs of the seller constantly on the needs of the buyer

AR

with the company

Emphasizes on saleable surplus available | Emphasizes on identification of market opportunity

Seeks to convert products in to cash Seeks to convert customer needs in to products
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Views business as - goods producing
process

Sales views the customer as the last link in the
business -

Marketing views the customer as the very purpose

Views business as - a custorner satisfying
' " | of business

process

The adoption of the marketing concept has in many companies been accompanied by
changes in organizational structure, together with changes in the view of what constitutes the
nature of selling. Example of the possible organizational implications in a market oriented and a
sales oriented company is shown in the figure depicting the organization charts below:

Managing
Direclor '

'

I Production ll\.{aﬂ;&ting Finance l H‘ﬁ;ﬂé:ﬁ?gﬁ:“ '
- ' ey -
...
I Advertidog Snles

SalesPromotion E Fidd Salec Force

T ]
Publicty
T :
Ef- A N e

Sales Office
Admintsration

==Y

Market Research

New Produact 3
Develspmemt . o

=

Figure 1.2 Company Organization Chart: Market-Oriented Company

Perhaps the most'notable difference between the pre and post marketing-oriented company
is the fact that sales in later are seen to be a part of the activity of the marketing function. In the
marketing: oriented company, the marketing function takes on a much wider controlling and
coordinating role across the range of company activities. The marketing concept, however, does
not imply that sales activities are any less important. In addition to changes in organizational
structure, the influence of the marketing function and the increased professional approach ‘taken
to sales has meant that the nature and role of this activity has changed. '

Selling and sales man'agement are now concerned with the analysis of customers’ needs

and wants and, through the company's total marketing efforts, with the provision to satisfy these *
needs and wants. :

1.4 TFunctional Elements

Although, sales management consists of separate functions and activities as depicted in the above
diagram, they are viewed as having a systematic relationship with each other. All functions and
activities are considered as a dynamic process, composed of numerous interrelated parts, aiming
to achieve the organizational sales objectives. The following are the different functional eleménts
of Sales Management:

(A) Managerial Functions

L. Planning;
. 'Forecasti_ng demand,

e Sales territory pla_nning,'




(B)

(©

(D)

Personal selling, and
Promotional efforts.

Organizing:

Structure,
Resource allocation,
Responsibility assignment, and

Delegation of authority etc.

Direction:

Leadership,

Motivation,

Communication, and

Promotional steps including personal selling.

Control:

Delegation,

Quota fixing,
Performance evaluation,
Incentives, and

Budgets.

Co-ordination:

Liaison,

Integration of various elements internally,

Public Relations, and

Creating goodwill by contact with customer/ general public

Staff Functions

This is related to staff functions of sales force such as the following:

Recruitment and selection.

Deployment and evaluation of performance
Training and development.

Career development.

Compensation and incentives.

Motivation and empowerment.

Advisory Functions:

Product attributes/quality aspects.

Pricing policies.

Promotional steps and personal selling aspects.
Distribution policies and channel selection criteria.

Advertisement policies such as media selection and target audience.

Transportation and warehousing aspects.

Liaison Functions

Liaison with departments such as the following:

Production department.

Introduction to Sale
Management
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e Finance departrnent. i
¢ Marketing department.

e R & D department. '
e Distribution network and After Sales Service department

1.5 Sales Management Operations

Sales Operation refers to various activities, which help in‘the timely achievement of sales
targets for the successful functioning of an organization. Sales Operation activities help the sales
professionals to meet the sales targets in a systematic and the best possible way. In simpler words
sales operation activities help in generating revenues for the organization through meticulous
planning, better budgeting and adopting a methodical approach.

Sales Management. Model

Described below: is the model of sales management:
The 1st step - “Describing the personal selling function” '
Deals with understanding the job activities and the sales process involved in personal selling.
The 2nd step ~ “Defining the strategic role of sales function”

Deals with the corporate, business, and marketing level strategic decisions. These typically
provide guidelines within which the sales manager and salespeople must operate.

Descrivdng -~

thve persnal

wikox

functiom \
)

) .
Deflaing the Designing . Dovotogpleg Dérceting Detcrmining
atraicgic rokc iter gakes g 33ea foreo the sakes Forcs - | matcs force
of the sales <44 organirath cflocth
0 ) m X . nod porfsrmanoe

L 1 [ 1 I

Figure 1.3: Sales Managemient Model
The 3rd step - “Designing the sales organization”

Deals with the importanée of designing an effective sales organization necessary to implement
the strategies successfully. :

The 4th step ~ “Developing the sales force”

Highlights the importance of right recruitment and selection methods and the need for
proper training of the sales force personnel,

The 5th step - “Directing the sales force” )

Hiring the best people for sales is one thing and dire;:ting their efforts to meet the sales
organization goals and objectives is another. Sales managers spend a great deal of time in
motivatitig, supervising and leading members of the sales force.

The 6th step ~ “Determining sales force effectiveness and performance”

Deals wilh monitoring the progress of sales force to determine the effectiveness and
performance. Developing forecasts, assigning quotas and budgets provide necessary information
for the performance evaluation. '

1.3.2 The Sales Management Process

The sales management process involves. three interrelated sets of decisions or processes:

1. Theformulation of a sales program. The sales program should consider the environmental
factors faced by the firm. It is essential to do a SWOT analysis of the organization to know
its strengths, weaknesses, threats and opportunities. Sales executives organize and plan




the company’s overall personal selling efforts and integrate these with the other elements Introduction to Sale
of the firm’s marketing strategy. Management

2. The implementation of the sales program. The implementation phase involves selecting
appropriate sales personnel and designing and implementing approaches that will direct
their efforts toward the desired objectives. Identify the target market. Selling techniques
and strategies can’t be same for all individuals. Each audience has different needs, interests
and requirements. Hire the right individual for the sales team. The sales professionals
have a major role in the success and failure of organizations. Those individuals, who are
aggressive, out of the box thinkers and nurture the dream of making it big in the corporate
world, should be recruited. The sales representatives should be very clear about their roles
and responsibilities in the team. Develop a lucrative incentive plan for them. Incentives and
monetary benefits go a long way in motivating the sales team.

Notes

3. The evaluation and control of the sales program. The evaluation phase involves developing
methods for monitoring and evaluating sales force performance through appropriate
metrics. Evaluation and control allows for adjustment of the sales program or the way it is
implemented when performance is unsatisfactory. The management must conduct frequent
meetings with the sales team to review their performances and keep a track on their daily
activities. The sales team must prepare Daily Sales Reports (DSR) for the superiors to
know what they are up to. Besides, one must assess his own performance by recalling the
interactions with the clients and analyze the areas of failure, thus, improving for the future.

1.6 Sales Management Cycle

Customers go through a sequence of activities before the product finally reaches them. Such activities
- are a part of the sales cycle. The sales process yields increased sales if it is broken down into steps
or stages. The major stages are similar across the product or service spectrum. This allows the
management of the sales staff. It also ensures that the right steps are taken to maximize the chance
to turn every prospect into a sale. The entire sales process is nothing but a ‘game of patience’.

" (A) Interest creation among the prospective consumers: Prospecting & Fact

Finding

¢ A company cannot sell its products until it has someone to sell to: the prospects.
Depending on the business, prospects might walk in the door or sales might require
visits or calls to potential customers in their homes or businesses. Identifying prospects or
prospecting can be the least pleasant stage for the sales staff. The business organizations
need to have systems in place to generate a steady flow of prospects through application
of different tools like advertising or website etc. In this activity, creating awareness
about the brand or product should be the main aim than pushing for sales.

e GSales representatives should pfe?ar& their own database. There should be a long
list of potential customers. The sales representatives need to go out to visit markets,
shopping malls, restaurants to meet potential customers, map them and collect as
much information as they can. Interaction with as many individuals as possible helps
in meeting sales targets. Questionnaires should be distributed amongst the potential
customers to know them better. It really helps if you know something about the client
before the meeting. Gaining relevant information about the client definitely helps in
preparing the sales pitch. ' :

¢ The next step is to segregate the data according to demographics (i.e. age, sex, income
etc.). Classifying the data under various sub heads like working/non working, middle
class/upper class, and employed / unemployed help to understand the customers better
and identify the target audience.

Self Learning Material 9
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e Once thereis a prospective customer, the sales person needs to understand the customer
_in this phase and identify his/her problem and provide the necessary information or
documents which the customer may request. The customer needs to be educated about
the product/scrvice being offered. It is the job of the sales person to be prepared with
the necessary literature, brochures and/or presentations. If the product is technical in
nature, the aim of the sales person should be to explain the benefits of the product to
the customer and not its technical features. The customer’s needs and expectations from
the product need to be understood. The buying potential of the customer regarding a
particular product rieeds to be checked;

e The fact-finding stage should also build rapport and trust between the salesperson and
the prospective customer. Depending on the type of product, fact finding might involve
a few questions or multiple visits to a customer's place of business to determine what
features the customer must have from your product. -

(B) Pre-purchase Activities - Appointment and Presentations

» Having created interest in the brand/ product in the first activity, it is time for moving
on to The next activity by the sales person. The sales people should get in touch with -
the prospects and seek an appointment at their convenience.

¢ In this process we assume that the customer is actively considering various product
offerings and comparing them. The aim is to describe the product or service features
to the extent possible. Much emphasis is laid on demonstrating the capabilities of the -
company-and or the product.

s The sales presentation is the "selling" stage of the whole sales process. The presentdtion
may be a sales pitch that demonstrates the features and benefits of a product. Or it could
be a written proposal, listing the features and benefits of the product along with the
price, The presentation stage is when a prospective client is shown how the praduct
meets his needs, wants and desires. This stage is considered the most enjoyable for

- salespeople. '

(C) Purchase Activities: Determine Client’s Solution/ Written Probpsa]/
Negotiation/Closing the deal

o Having presented a solution to the customer problems, it is time for the sales person
to push for closing. Here a lot of activities happen both, from the sales person’s end
and the customer's end.

‘@ Sales person’s role lies in negotiating, bidding, finalizing the terms and condition
of the sale. The customer evaluates various proposals, negotiates and finalizes the
payment. ’

® A salesrepresentative must never lie to the customers. The customer should be suggested
the right option and never prompted to purchase what is not right for him. Details
about what the product actually offers should be given. It is unprofessional to make
false commitments. It is important to maintain transparency. The salesperson should
not always think about own targets and incentives, rather care should be taken to think
from the customer’s perspective as well.

s The needs and expectations of the customers must be understood. The customer needs
) to iinderstand how the product would benefit him. He should realize how the product
is better than the competitor’s. The customers should be aware of even the minutest
details. He should be given the best deal so that the customer comes back again to the
_ organization. But, care should be taken not to aversell. '

¢ Therc should always be room for negotiation in deals. Negotiations should be done
'with an open mind. Too much rigidity on price and other terms and conditions should

" be avoided. For higher customer satisfaction, give him the best deal.




e In many types of sales, closing is a separate stage, requiring another set of sales skills. Introduction to Sale
At its simplest, the close is asking the customer to buy your product. Closing also Management
involves taking extra steps or asking more questions to turn a no into a yes when the
customer is asked to buy. A sales professional should always aim to close the deal as
soon as both the parties accept the terms and conditions. Once the customer decides
on the product, he should be presented a proposal with the description of the product,
model no, date of purchase, warranty details and other necessary terms and conditions.

Notes

Some organizations also give bills to the customers. Bills are required when the customer
comes for an exchange.

(D) Post-purchase Activities - Delivery After-sales service/Follow-up stage

e After a sale is successfully closed, post purchase activity begins. This phase includes
delivery of the product/ service, installation (if required), using or maintaining the
products, providing more information about the features and finally collecting the
payment. This phase can also include after-sales service and the follow-up process. A
process of continual feedback is must.

The delivery stage is the opportunity to cement relationship with a new customer and
turn him into a repeat customer. It is important to make sure that the products are
delivered in good and working condition to the customer. The customer should be sent
with a positive feeling about the purchase.

e Some functions in this stage like providing information, delivery of product and
installation can be done by the company itself or with the help of a reseller.

After sales service plays an important role in creating the customer loyalty. It can
be as simple as addressing the customer problem on the telephone line or may be
a personally visiting the customer premises to resolye an issue. In B2B deals, post-
purchase activities can include installing the product or service and then providing
training for the uses of the product/service of the company until they understand the
new product/service.

e Understanding the post-purchase behavior by the sales team is an important task if the
company looks for repeated business for a long-term relationship with customer. One
should be in touch with the clients even after the deal for higher customer satisfaction,
higher customer retention and eventually higher revenues.

1.7 Strategic Sales Management

Planning a sales strategy requires that the sales manager begin with a mastery of the firm’s
marketing strategy. Then specific strategies for sales management of the selling organization
must follow. Sales managers have the knowledge of defined markets, product mix, what new
products are proposed or are in pipeline, what new additions to the business are planned, and
what the policies for channels, distribution, pricing, and marketing information will be. These
are the questions, the answers to which have to be found out before starting the field sales
management strategies.

A well thought-out sales strategy is needed in order to be successful in today’s competitive
market-place. The following three areas of sales strategy are required:

e Aclear picture of the present situation, including the strengths, weaknesses, and problems
of the sales and managerial staff, as well as the threats, risks, and opportunities that
exist in the marketplace.

o Well-defined strategies covering every major aspect of the selling units or departments,

including territory, account, and call-management strategies by product line; this invoives
developing one year and multiyear plans.
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® Income and expense budgets and a profit plan based on sound sales forecasts and
knowl]edge of pricing policy.

Pr'eparaﬁon of the Mulfilayer Strategic Plan

The unportant step is fo develop a long-run, multiyear strategic plan for the sales force. A sales
strategic plan includes the following four major questions:

1. What is the sales department’s present condition? This is a final summary of the earher
statements of condition. The summary should not be an essay or a tome but a seties of
- one-line statements of the major internal and external conditions important enough to be
_in¢luded in action plans for the coming years. :
2. What trends are apparent? Here the sales manager Iooks at the situation and tries to
" . project it into the future. If nothing is done differently, where wouId the sales force and the
organization be in one year? Two years? Five years?_

3. What are the most important objectives? These are missions over the next three tofive years,
" not just next year. They might include such things as increasing salespeople’s training,
redesigning the compensation program, and developing computer software for field sales
managers, plus providing them ‘advanced educational programs.

4, What are the strategies for gettmg these objectives accomplished? This might require: .
(i) Increasmg the budget and personne] for the sales training department -
(i) Havmg an outside consulting firm ooverhaul the compensation plan
(i) Hiring one or more persons to develop software or contracting an outsxde vendor

Each strategic statement should then be turned into an operational plan and put into the
hands of responsible people who will make commitments to execute the plan. In the competitive
times, if the sales department does not adapt, ultimately the company will be a follower instead
of a leader. : '

Financial Pi‘afming as part of the Sales Strategy’

The sales'department cannot do much about certain aspects of profit planning, It has no control,
for example, over the cost of goods sold. Manufacturing cost accounting will define that elefnent. It
has no direct responsibility for general, administrative, and overhead expenses. Costs of materials
and labor for producing the product are accountable elsewhere Thus, most sales departments .
have two principal concerns: -

¢ Revenue produced
® Selling expense

The difference between these two is the contribution to the organization's proﬁt from the
sales effort. These caleulations ,should be projected into the future, not only for a year ahead at
budget time but also for several years in advance as part of the strategic field sales plan,

The accurate forecasting of sales and of the costs, or expenses, required to generate the
sales is a major, part of the sales strategy plan. The sales manager has to think strategically for

|- the field sales organization and that too in long term, hence, the projection of these revenues and.

expenses beyond the first year should incorporate the manager’s best estimates about the effect
of changes in strategy, market - plans, product innovations, enlargement in geograpluc markets,
and sales forecasts etc.

When the sales managers begin operational p]ainning for field sales, they should define
these in shorter terms, -including monthly and quarterly estimates and forecasts for the single year
ahead. They should not be unduly worried about the precxse accuracy of fiture years. Managers
will do a forecast of three to five years ahead every year and can adjust it on the basis of their
learning and experiences in the current year These mu.ltllayer ﬁgures will help the firm find 1t9 h

| best operatmg objectwes




Process of Strategic Sales Management

Through strategic sales management, the organization structures its sales mechanism with a
view to increasing revenue. The reason why it is necessary for a company to develop a strategic
sales management model is because businesses must adapt to the ever-changing requirements
of consumers-to-remain relevant in a competitive market.

1. The first step includes identifying the product/ service. The product/ service is developed
as per the company goals and the market needs.

2. The next step towards conducting an effective strategic sales management is analyzing the
market. This is where we begin to identify the customer for the product/service.

An analysis of the market includes an evaluation of the target customers and the market
environment. Target customers are those in the demographic that is most likely to buy the
product or obtain the service offered by the company. The sales strategy will be formulated
with those people in mind. For example, company that makes purses or cosmetics knows
that its main consumer base will be women and therefore will target its sales efforts toward
women.

Another part of strategic sales management is an analysis of the market environment. The
company must find out how many competitors it has, what their sales plans are like and
how their marketing activities affect the success of the company. When the company has
this information, it will assess its own business model to determine its areas of strengths
and weaknesses in relation to its competitors.

3. Part of an effective sales process is good advertising management to make the presence in
the market. This includes taking out television advertisements and other types of promotion
that will appeal to the target demographic while ensuring that it reaches the audience. This
includes making decisions about-whether to take out expensive spots during prime time,
the length of the commercial and the frequency with which the advertisement will run.
Another advertising consideration that is related to sales is the manner of presentation of
the product or service. The company will have to make decisions about the packaging of
the products. The firm also has to provide the support material to the sales people in terms
of brochures, literature etc

4. Distribution channels also are important in the development of strategic sales management.
This is because the company must have a good distribution network that will ensure that
its products reach the target consumer base in an expeditious manner.

5. Thesales team must be carefully selected, and it must include driven and highly motivated,
result-oriented people.

6. Setting financial targets for the members of the sales team gives them a purpose and can
help the organization meets its financial projections for each business cycle.

Sales Strategy vs. Tactics

A sales strategy, in simplest terms, represents an idea or general approach to achieving a particular
business goal. A business might set a general goal of capturing more female buyers. If the business
operates in an industry historically dominated by male buyers, a possible sales strategy would
go something like this: de-masculine or feminize the product or service. A sales strategy often
includes the content of marketing messages.

By contrast, sales tactics refer to the specific actions a business takes to carry out the sales
strategy. Everything from running a series of TV ads and putting up fliers around the neighborhood
to talking to a customer face to face about the benefits of a product constitute sales tactics. These
tactics should, on the whole, reflect the overall sales strategy.

Sales strategies differ from sales tactics in that strategies are broad-based “what to do”
methods, while tactics are more targeted “how to do it” efforts. Strategies for selling include
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reviewing your targét audience, setting pricing and determining distribution methods. Once you
choose your strategies, your sales department can recommend tactics for achieving your goals.

No matter how well trained the salesperson-or sales staff, in the absence of a clear sales
strategy, the sales tactics they employ will likely result in mediocre sales. The sales strategy offers
the people on the ground a clear starting place, as well as a clear message, they can direct at
potential buyers. The main components of planning in a company are objectives, strategies and
tactics. Their relationship is shown below:

Degicle / Set Develop Evolve Tactics /
Objectives » Strategies *  Action Plans

¥

Figure 1.4: Relation between Sales Objectives, Strategies and Tactics

1.8 Sales Professionals

Sales management requires constant practice and learning just like any professional sport; practice
makes a manager perfect. Sales Professionals are the face and interface of an organization.
Management of sales personnel is both an art and a science. It is an art because many skills
cannot be learnt from a textbook. It is also a science, because a growing body of knowledge and
objective facts describes sales inanagement and how to attain sales goals. Becoming a successful
sales manager Tequires a blend of formal course leérning and practice. There are two opinions
regarding the sales abilities: . .
1. Inborn qualities like gift of gab, pleasing manner, extrovert nature are iriborn,

2. Developed qualities like analytical ability, negotiation sk-ills{ leadership, ¢an be learnt and
developed. . - -

Areas of Coordination - Field Sales Manager

The Field Sales Manager has to coordinate in the following areas:

» Strategy: The globalized and competitive world environment changes fast, opportunities
and threats appear and disappear very frequently. Top managers engage continuously
. to scan the environment and suitably amend and modify existing strategies.
 Planning: Various activities are listed in terms of "time frame" and "cost frame" Their
" milestones are prepared along with PERT so that proper sequencing of such activities,
along with quantification of resources are determined. Information obtained based on
sales forecast, assists market segmentation, territory planning, outlay on other marketing
efforts like advertisement, personal selling and promotional steps.
. » Marketing Programme: Many sales activities are required to be coordinated with other
activities of marketing such as advertisemeént and sales prbmotion. ' :

- o Sales Force Efforts: Efforts of sales force must be properly coordinated to avoid functional
overlapping/ duplication / gap. Depending on the. market conditions, competitors’
actions and individual performance, it fnay be necessary to shuttle around salesmen,
re-organize territories &-regions of supplement the salesmen.

¢ Distribution Network: Liaison and co-ordination.between-distributors and retailers
" becomes very important for timely availability and after sales service. Complaints of
transit damages, non-settlement of warranty/guaranty claims by customers etc. needs

extensive co-ordination. Sharing advertisement/promotion expenses is another area
requiririg co-ordination between organization and distribution.

s Manufacturing: Very often customers complain against quality, reljability, maintenance
and operational problems. Such matters. require prompt action by manufacturing
divisions. They in turn solicit the services of R & D engineers, if need be, for incorporating
midification or re-drafting "Operating and Maintenance Instructions." Many times,

¥ .
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distributors complain on non- availability of spares or replacement of item returned Introduction to Sale
for repair. Salesmen efforts with manufacturing divisions to solve many such problems Management
will yield customer satisfaction and goodwill. '

Roles and Responsibilities of Sales Manager
Notes

A sales manager plays a key role in the success and failure of an organization. He is the one
who plays a pivotal role in achieving the sales targets and eventually generates revenue for the
organization. A sales manager must be very clear about his role in the organization. He should
know what he is supposed to doat the workplace. Letus understand the roles and responsibilities
of a sales manager:

e A sales manager is responsible for meeting the sales targets of the organization through
effective planning and budgeting.

e A sales manager can’t work alone. He needs the support of his sales team where each
one contributes in his best possible way and works towards the goals and objectives
of the organization. He is the one who sets the targets for the sales executives and
other sales representatives. A sales manager must ensure the targets are realistic and
achievable.

e The duties must not be imposed on anyone, instead should be delegated as per interests
and specializations of the individuals. A sales manager must understand who can
perform a particular task in the most effective way. It is his role to extract the best out
of each employee.

e A salesmanager devisesstrategiesand techniques necessary forachieving the sales targets.
He is the one who decides the future course of action for his team members.

e It is the sales manager's duty to map potential customers and generate leads for
the organization. He should look forward to generating new opportunities for the
organization. ;

e A sales manager is also responsible for brand promotion. He must make the product
popular amongst the consumers. A banner at a wrong place is of no use. Canopies must
be placed at strategic locations; hoardings should be installed at important places for
the best results.

e Motivating team members is one of the most important duties of a sales manager. He
needs to make his team work as a single unit working towards a common objective. |
He must ensure team members don’t fight amongst themselves and share cordial
relationship with each other. Develop lucrative incentive schemes and introduce ‘
monetary benefits to encourage them to deliver their level best. Appreciate whenever
they do good work. :

o Itis the sales manager’s duty to ensure his team is delivering desired results.

Supervision is essential. Track their performances. Make sure each one is living up to

the expectations of the organization. Ask them to submit a report of what.all they have

done throughout the week or month. The performers must be encouraged while the non

performers must be dealt with utmost patience and care.

e Heis the one who takes major decisions for his team. He should act as a pillar of support
for them and stand by their side at the hours of crisis.

e A sales manager should set an example for his team members. He should be a source
of inspiration for his team members.

e A sales manager is responsible for not only selling but also maintaining and improving
relationships with the client. Client relationship management is also his KRA (Key
Responsibility Area).
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- As a sales manager, one should maintain necessary ‘data and récords for future
reference.

1.9 Sales Plan and Promotlon

- A sales plan sets.the direction, objectives and expectations for the sales force.

1. Components of a sales plan: The following are the key componente‘; of a sales pla.n-

{)  Objectives: The sales plan sets objectives for the.sales force If a company wants to
increase revenue and profit, it can either focus on winning new customers or expanding
the business with existing customers. The plan must give the preferred strategy for

growth and assign responsibility for developing new or existing business to different -

members of the team. The plan must also identify any competitive threats to existing
business so the sales team can act to protect vulnerable accounts.

(i) Targets A sales plan sets targets and quotas for individuals and the team,

+ The targets must be specific, such as increasing revenue by5 percent Sales plans also
include quotas for sales activities, such as making 50 new business phone calls each
week; visiting six customers per week or making presentanons to three prospects per
week. - *

{iii) Territories: For companies that structure their sales force geographically, the sales
N plan allocates territories to each representative and sets objectives for each territory.
Companies that have strengths in specific markets, such as engineering, financial
services or health care etc., may structure their sales force according to market sector,
appointing representatives with spec1a11zed knowledge to deal with key accounts.

(v} Products: The sales plandescribes the targets for sales of specific products and outlines .

. _any product-related incentives available to the sales force. The plan also provides
details of new products that the company aims to launch in the next financial year
and jndicates the type of customers and prospects they may appeal to.

v Market‘mg Support' The plan outlines how markehng activities are going to support -

the sales force objectives. An advertising campaign, for example, can generate leads
for the sales force to follow up. -

vi) Trainirg: To ensurethat the sales force has the skﬂls to meet its ob]echves, the sa]es :

plan should include information on training programs that are available. If a company
is plan.mng to enter new market sectors or launch new products, training programs
should cover essential market and product knowledge. If the company wants to

_ increase business from exlstmg customers, it should offer trammg in customer
relationship management .

2. Sales Promotions: Sales promotions are a commen component of a company's promotional
strategy. Sales promotions involve a wide variety of sales strategies, including contests,
product glveaways, catalogs, coupons, discounts and more. Marketing events, such as

trade shows, also fall under the category of sales promotions. Sales promotions often target,

either consumers or wholesalers and retailers. These are short-term strategies that ‘pull’

- shoppers with inceritives to ‘buy riow’. A major trait of sales promotions is their short-term
. .orientation. The purpose is to attract custorers and create higher levels of sales than would
+ be achieved at regular price points. In comparison, long-term brand advertising is used to
- gradually generate a sense of worth for the company's products. :
‘Companies tse sales promotions for a variety of reasons like attract a new customer base;
‘disrupt computxtor promotions, increase revenue and cash flow quickly and to clear out
excess inventory. _ :

s

Sales promotion strategies and tactics should be carefully planned, along with adverhsmg
and otlwer promotional efforts. Overuse of sales promotlons mshlls a low-price onentahon

-




in customers, making it difficult to ever get them to pay a higher price. One also suffers
missed revenue and profit if those products are discounted that customers would pay regular
prices for in the near future. Additionally, errors in marking down prices or in signage, as
well as confusing the details of deals, can alienate customers.

A few types of Sales Promotion tools are discussed below:

(i)  Discounts: The most simple sales promotion format is a percentage or rupee-off
discount. The offer may be a product for something like 20 percent off or ¥ 10 off the
original price. A customer may perceive the product as more worthwhile at the reduced
price. The use of eye-catching colors on the shelves to clearly designate a product as
on sale can psychologically convey a better deal.

(ii) Coupons: Coupons are similar to discounts in that a customer is offered a reduced
price for redeeming the coupon. The biggest difference is that only coupon holders
have access to-the discount opportunity. This particular promotional tool is most
useful when you have a large base of customers willing to pay a premium regular
price, yet you also want to attract customers who are more price-sensitive with a
coupon. This tool is also used to motivate a customer to try your product or switch
from another brand. :

(iii) Loyalty Programs: Loyalty or frequency programs are a very unique type of sales
promotion in that they have a long-term focus. Loyalty programs are ongoing
incentives to loyal customers who purchase at certain levels. Typically, customers
receive points or bonus coupons when they reach certain spending increments.

(iv) Free Stuff/Trial: A number of sales promotional programs include a mix of free
promotional inducements. One type is a product premium. This is where you get
a free gift or additional item with a purchase. Buying a pack of coffee and getting a
coffee mug free is an example. Free product samples and trial offers are used to take
the risk out of trying a new product. These garner exposure for the product or service.

(v)  Rebates: Rebates are a unique promotional tool where a customer receives a check
or payment from a manufacturer or reseller after a purchase. Electronics retailers, for
instance, often offer big-ticket items that come up with manufacturer or retailer rebates.
Normally, you have to submit a receipt, and application, and the rebate takes several
weeks to process and pay out. Redemption rates overall are low, because customers
don't always redeem small offers.

(vi) Contests and Sweepstakes: These are the prize giveaways used to build interest of
customers regarding any product or service.

(vii) Business and Trade Market: Business and trade market promotions are deals offered
to business buyers and trade resellers. Businesses receive many of the same types of
promotional offers as consumers with the objective of luring them into buying. Trade

resellers are offered promotional incentives so manufacturers and wholesalers can get |
their immediate customer to buy and carry products. Simple discounts, promotional -

allowances and refunds are examples of trade promotions.

110 Customer Relationship Management (CRM)

It refers to the study of needs and expectations of the customers and providing them the right
solution. CRM originated in early 1970s. Customer relationship management, or CRM, is a
systematic approach to marketing that relies on database technology for more targeted marketing
and effective sales and service. From a sales perspective, sales companies and employees use
CRM for the following;

® Pipeline Management: This is sequential status updates on leads as they move from
prospects to customers. During the sales process, a prospect's status commonly moves
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from lead to initial contact, to presentation, to sale and, finally; to follow up. Salespeople
normally can create reports that show what customers are in each stage at any given
point. - .
¢ Suggestion Selling: Part of the point of CRM is to enable salespeople to get more
"business from top customers. They do.this by identifying those customers that purchase
significant amounts consistently. Customer profiles and recommendation tools help
salespeople know when to offer additional products, accessories and services related to

a single purchase, and when to recommend unrelated purchases tq a key buyer.
» Relationship Building: Salespeople want to build long-term relationships with customers

- that allow for ongoing and building business over time. They also can optimize
relationships by asking for referral business.

Discussed below are a few benefits of CRM for various activities or departments:
1.

Sales Departmer\ltz Improved sales planning and management, automating lead system,
managing sales opportunities effectively, streamlining account management, boosting
sales productivity, enhancing sales pipeline management, simplifying workflow processes,
mobility in accessing real- time customer data, analytics for improvéd decision making.
Customer Care: Improved account handling, managing customer cases efficiently,
simplifying contract management, knowledge management(storing staff experiences as
repository), streamlining schedules, -automating workflows, mobility features for data,
analytics for customer service.

Marketing Department: Streamlining campaigri planning, managing events efficiently,
improved response management, automating workflows, analytics for marketing, instantly

‘segmenting prospects, managing data effectively, user - friendly.

Need for Sales Organization

Execution of the sales plan largely depends upon the nature of the sales organization. Sales

_organizations vary widely over firms because every enterprise has its own objectives, resources,

and corporate plans to achieve those objectives. The structure of the sales organization reflects this
diversity. Sales organization is essential for many reasons. Soine of them include the following:

1.

~

2.

Defines line of authority: It is important to define and identify the flow of authority, indicate
where responsibility lies and specify who is to'be held accountable to whom.

Determining spar of control: At a time, there may be a large number of employees °

- working in the sales department. It is very important to enforce proper supervision of the

sales force. Hence, there is a need for determining which employee is under the control of
which manager. )

Defines the decision making process: Sales organization also helps in identifying who can
take the decisions related to the sales and the customer accounts. There are two main ways
of assigning, the power to make decisions regarding the sales and the customer accounts.
They are centralized decision making and de-centralized decision making.

Assigning specialties: A set of activities are put under a role which the sales representative
is expected to specialize in. This is needed to establish a sales routine in the business unit.
For an entry level, middle level and the top level position, the set of activities and specialties
are defined by the sales organization. ’

Making a career path: The personnel in the sales department look at the organizational
structures as onie of the indications of the direction in which their future careers may grow.
Sales field has been a remarkable career maker for innumerable pebple in the past and has
even more potential to do so in the time to come.

Motivating the employees: Since the career path is well known to all the employees, they
try to work hard and with dedication to.reach higher levels according to the organization
structure. This helps in integrating the individual in the organization.




Coordination and balance: By clearly delineating formal relation between different positions
in the sales department; the sales organization reduces confusion about the individual’s role
and responsibility in the organization.

Economizes on executive time: As operations and activities in the sales department
increase in number and complexity, delegation of authority becomes imperative. A sound
organization design allows effective use of specialization so that executives may spend less
time in operations and more on planning, ‘

111 Principles of Sales Organization

The main principles of a sales organization can be summarized as below:

1.

Degree of Specialization: The degree to which individuals perform some of the required
tasks to the exclusion of others is known as degree of specialization. Individuals can become
experts on certain tasks, leading to better performance for the entire organization.

With regard to specialization, the continuum of responsibilities for members of the sales
force runs from a generalist at one end to a specialistat the other end. An absolute generalist
would be allowed and expected to engage in all types of sales activities for all of the
company’s products and to sell-to all of the company’s customers. On the other hand, an
absolute specialist would have a much narrower focus and would be restricted to engaging
in a limited set of selling activities for only a portion of the company’s products and would
be constrained to selling only to a certain group of customers.

Degree of Centralization and Decentralization: One of the key decisions in sales
management is related to the degree of centralization or decentralization of the various sales
functions. The degree to which important decisions and tasks performed at higher levels in
the management hierarchy is called centralization or in other words, centralization is said
to be a process where the concentration of decision making i in a few hands or the degree
of centralization and decentralization will depend upon the amount of authority delegated
to the lowest level. Centralization is the systematic and consistent reservation of authority
at central points in the organization. Under centralization, the important and key decisions
are taken by the top management and the other levels are into implementations as per the
directions of top level. Authority and responsibility are placed at higher management levels.

The top management may or may not consult the respective sales team and the managers
before taking the decision. All the important decision and actions at the lower level, all
subjects and actions at the lower level are subject to the approval of top management. This
type of centralized decision making organization works well when the size of the company
is small. A recent development, which has affected the centralization/ decentralization
choice, is the increased use of computers to process and handle sales data. As computers can
process vast amounts of sales information at lower costs and speedily, this has encouraged
centralized decision-making.

Decentralization refers to the systematic effort to delegate to the lowest level of authority
except that which can be controlled and exercised at central points. Decentralized means
field sales managers are empowered, enabled and held responsibility for performing these
activities. Decentralization is a systematic delegation of authority at all levels of management
and in all of the organization. In a decentralization concern, authority in retained by the top
management for taking major decisions and framing policies concerning the whole concern.
Rest of the authority may be delegated to the middle level and lower level of management.
Decentralization is not the same as delegation. In fact, decentralization is all extension of
delegation. Decentralization pattern is wider is scope and the authorities are diffused to the
lowest most level of management. Delegation of authority is a complete process and takes
place from one person to another, while, decentralization is complete only when fullest
possible delegation has taken place.
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The de gree of centralization or - decentralization in sales orga.mzatlon may depend on:
¢ Size of operation costs,

s Managerial philosophy towards control and deIegatlon

¢ Trend towards computerization '

o Effectiveness, and B

¢. Competitive necessity

A number of other factors must be considered in determining the appropriate degree of
specialization and centralization in the organizational structure for sales activities. Three
considerations are useful:

e Level of uncertainty in the business environment in which the selling achvmes will

occur,

¢ Degree to which the tasks performed by sa]espersons aré routine or repetltive,.
and

¢ Whether the performance objective for salespersons is adaptability or effectiveness,

In general, when salespersons are working under high environmental uncertainty the .

appropriate organizational structure should be more flexible since tasks tend to be non-
routing and salespersons need the latitude to adapt to the circumstances in front of them
and make decisions based on their specialized expertise and experience, On the other hand,
when the business environment.js relatively stable the activities of salespersons become
somewhat repetitive and the focus of the organizational structure will be on ensuring that

salespersons discharge their duties efficiently, which means that a centralized structure: _
with authority at the top of the hierarchy and minimal d15creh0n at the [ower levels ~ will

be the preferred organizational approach.

Two additional factors especially relevant in determmmg the appropriate levels of
specialization for salespersons are: .

. Complextty of the products, and _ _
® Variability of customer requirements. —_— .

Assuming that a salesperson is working with a relatively_ simple product and that the
requirements of each customer are similar it is appropriate for salespersons to be organized

. geographically (i.e., geography-driven specialization); however, the sale of simple products
to the customer universe that miay have different needs calls for organization againstmarket -

lines (i.e., market-driven specialization). On the other hand the sale of complex products to
customers with similar requirements should be done using product specialists {i.e, product-

driven specialization) while the sale of those type of products to customers with different -

needs will require the highest level of specialization with salespersons being segmented
along both product and market dimensions.

. Span of Control: It is the number of subordinates who are supervised by each individual

manager. Typically this involves assigning 1-10 people to each manager. The optimal span
of control at a particular level in the organizational hierarchy will depend on a variety of
factors and two managers with similar or identical titles may have different responsibilities
with respect to the number and type of salespeople reporting to them. For example, if a
sales organization has divided its customer base into commercial and government accounts
it may have district sales managers that oversee the activities of salespersons selling to
commercial and government accounts in defined geographic areas. The span of control for
district sales manager for commercial accounts may be narrower than for the district sales
manager for government accounts because commercial accounts require more frequent
decisions regarding terms of transactions and the manager will need to schedule more
visits to customners to assist salespersons in the sales activities. In contrast, the government
accounts may have a longer sales cycles and the manager in that area can easily monitor a



large number of salespersons. As a result, the average number of salespersons reporting to
district sales manager for commercial accounts may be only five or six while district sales
manager for government accounts will usually have eight to twelve salespersons reporting
to them.

Unity of objectives: This principle states that within an organization there needs to be a unity
of objectives. An organization may have several sales sub- organizations depending upon
the product and the selling method. Every sale sub-organization has a set of objectives that it
wants to achieve for the organization. Hence there would be several sales objectives within
an organization. The principle states that all the objectives of the sales sub- organization must
be linked to the main objective of the organization. If the main objective of the organization is
to grow at least by 12% every year, then all the objectives of different sales sub-organization
has to work to attain the main objective, ‘
Coordination: In an organization, the sales organization structure should provide a
framework where it can easily integrate itself to various other departments within the
organization, This ensures the timely delivery of products/ services to the customer.
Parity of authority and responsibility: This principle states that if an employee is given a set
of tasks to perform, he/she must be given the required level of authority to perform those
tasks. For example, if a pre-sales executive is asked to prepare the company competitive
advantages presentation for the client to present in the sales meetings, and then he/she
should be given the access to the knowledge management system of the company. Every
company has the Knowledge Management systems which are the repository of all the
previous projects executed successfully by the company. Hence the authority has to be
given that is required for the task to be completed.

Flexibility: This principle states that there can be many external and internal factors which

might affect the organizational operations. Hence the sales organization structure should
be flexible enough to accommodate any required changes in future.

112 Developing a Sales Organization

In order to convert formulated sales plans into operations there has to be a sales organization.
Primary to the development of a sales organization is the identification of the expectations that
the top management has in respect of the sales function and the place of the sales department
in the total organizational structure. The steps of developing a sales organization are as under:

13
2.
3

Defining the sales organizational objective in the light of the main corporate objectives.
Set both quantitative(short-run) objectives as well as qualitative(long-run) objectives
Qualitative objectives are indispensable for long-range planning, thus, kept in mind in short
range planning also.

Quantitative objectives are required as operating guides posts.

Delineating the necessary activities.

Determining the necessary activities & their volume of performance is based on qualitative
& quantitative objectives.

Also helps in determining which activities to be performed in what volume. The analysis of
the type and volume of activities needed to be performed will lead to an assessment of how
many executive and operating positions would be required, and their inter-relations. Though
the general sales activities to be performed may be similar in most companies, the relative
volume and the emphasis that a firm may put on a particular group of activities will differ.

Grouping activitie$ into ‘jobs’ or ‘positions’:
o Activities identified are allocated to different positions.
® Activities are grouped so that closely related tasks are assigned to same positions.

® Each position must also contain some variations.
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Each position should have adequate.challenging and motivating tasks to perform. The
number of the different types of activities assigned to a single position would depend
upon the degree of speciatization associated with each position. The place of an activity
in the hierarchy would depend upon the relative importance of that activity for the sales
department. The higher the money involved and risk associated, the more the decision
power lies with higher levels. .

9. Assigning personnel to positions: Once the dlfferent positions and the activities associated
with them have bean decided upon, the positions have to be assigned to personnel. The
organization may get the required personnel by: '

e Building positions around individuals, to take adva.ntage of the special capabilities of
a-particular individual, or

o Recruiting individuals specifically to fill in the identified positions.

e Organizations generally prefer to let individuals adapt to, or acquite skills for particular
 position rather than build positions around individuals.

10. Providing for coordination and controk:

e ° Sales executives require means to control their subordinates

e Tocoordinate their efforts they should not be overburdened nor should have too many

subordinates. .

e Coordination & control is obtained through both formal & informal means.
» Formal instruments of organizational control include:
e ritten job description, job objectives, duties & responsxb:htles

_® Reporting relationships in the form of Organizational Chart (clarifying h:erarchy)
Reduces confusion about an individual's role and delineates formal relationship

e Peiformance measurement methods

» Organizational manuals are extension of organization chart which contain detailed
working procedures for both the company & the various departments. <

113 Sales Organization Design

Organizational design is the process by which managers make specific organizing choices that
resultin the construction of a particular organizational structure. It refers to the formal, coordinated
process of communication, authority and responsibility for sales groups and individuals.
Organizational Design is the procéss of consciously defining and aligning structures, processes,
management systems and cultures with a well-articulated strategy: It can significantly impact
comipetitive advantage and is a powerful way to position organizations for sustainability. In other
words, effective organization design helps build strategic capability.

* According to contingency theory, managers design organizational structures to fit the factors
or circurnstances that are affecting the company and causing them the greatest uncertainty. Thus,
there is no one best way to design an organization. Sales force organization structures tend to be
left alonie during stable economic times, when the companies are doing well. They are' more apt to -
come under scrutiny when times are not good or the company is facing some significant change.

Strategy Driven Organization Design

Some key benefits of strategy- driven organization design are as below:

s _Itprovided greater ability to carefully allocate resources (people and money) to specific
areas to drive strategy.

e It ensured that the right information was reaching right people at the nght time.

o It provided greater transparency in the financial performance of its key products and
technologies.that in turn enabled it to track the effectiveness of its strategy.



e It enables the development of a high performance culture.

e There are several situations in which creating a new design or restructuring is self
evident. These include:

e Startup of a new business, subsidiary, or venture.

e Significant growth, or conversely contraction in the business.
e Shift from a domestic to global company.

e Merger or acquisition.

e Spin-off or divestiture of products and businesses.

However, organization redesign is often needed during the normal course of implementing
business strategy. Existing organization designs can lose relevance as market conditions
change, leadership changes, and processes change to increase efficiency. These changes can
oceur slowly, and accumulate to the point where a redesign is needed. The main problem
lies in timely recognition of the need by the leaders. Some typical signs that necessitate an
organizational redesign include:

e Slowdown/difficulty in meeting business plan targets.

e Disconnects in key processes as they flow across different departments.

High levels of conflict within and between organizational units.

e Difficulty obtaining and sharing resources across the organization.

e Lengthy, cumbersome decision-making processes.

e Role confusion.

e Metrics are hard to define or overly complex.

e Productivity declines.

e Starting to lose chief or major clients.

e Continue to suffer revenue declines associated with recession.

e Struggling to return to previous levels of profitability.
e Face disruptive changes.

Key Design Principles

Sales activities are an essential concern of senior management and great care must be taken in
designing the appropriate organizational structure to support the activities of the sales group.
The key design principles when designing the sales organization structure include the following:

e The structure should be built around the most strategically appropriate marketing
dimension such as geography, products, market, types of sales activities or specific
large customer accounts.

e The skill set and allocation of human resources within the organizational structure
should be driven by the necessary activities and the level of sales effort need to achieve
success with the target accounts.

e Thestructure should reflect the proper balance between the need for centralized authority
and providing managers and salespersons at lower levels with sufficient latitude to
make decisions needed to close sales transactions within acceptable parameters.

e Spans of control within the organizational structure should be reasonable and allow
for adequate managerial support.

e The structure should include processes for coordinating activities among different sales
groups working on common projects or types of accounts.

e Thestructure should be stable and transparent yet provide for flexibility that allows the '

sales organization to quickly adapt to changes in the market place.
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Factors Affecting Organizational Design

" The following five factors are the most common. They are as follows:

1. Orgamzahonal size: The larger an organization becomes, the more complicated it becomes.
If the organization is very small, it may not even have a formal structure. Small organizations
are usually organic systems, Large organizations develop formal structures as tasks are
highly specialized and detailed rules and guidelines dictate work procedures That is the
reason larger organizations are often mechanistic,

2. Organization life cycle: Organizations, tend to progress through stages known as alife cycle
having four stages: birth, youth, midlife, and maturity. The older the organization and the
larger the organization is, the greater the need for more structure, more specialization of
tasks, and more set procedures and rules, )

3. Strategy: How an organization is going to position itself in the market in terms of its product
is considered its strategy.'A company may decide to adopt a differentiation strategy, or it
may decide to follow cost-leadership strategy. Each of these strategies requires a structure
that helps the organization reach its objectives

-4, Environment; It can be either stable or dynamic. In former, the customers' desires are well
understood and probably will remain consistent for a frelatively' long time. In a dynamic
environment, the customers' desires are continuously changing. Organizations operating
in stable external environments find mechanistic structures to be advantageous while
those operating in volatile and frequently changing environmients are more likely to find
an organic structure.

3. Technology: Advancesin ' technology are the most frequent cause of change in organizations
" since they gencrally result in greater efficiency and lower costs for the firm.

114 Sales Organization Structure '

Nowadays all companies are trying % find ways to make the entire organization customer
oriented. This approach allows more flexibility and responsiveness in today’s competitive global
environment. Every company wrestles with the problem of organization. Reorganization is often a

necessity in order to reflect new strategies, changing market conditions, or innovative production

technologies. Organizing is important because it develops from strategy Strategy defines what
to do; organizing defines how to do it. Organizational structure is a tool managers use to harness
resources for getting things done. The right organizational structure does not guarantee results
but the wrong structure can.definitely worsen the results. The structure of sales organization
differs from company to company. The structure of the sales-organization usually depends upon
the following factors:

» Nature.and size of.t_he firm . -7 -
* Departmental functions and strengths o

¢ Organization related factor

» Marketing mix(product, price, place, promotion, packagmg) related factor

s External factor .

» Selling-policies of the firm ,‘

» Financial conditions of the firm

* Personalities & abi!ii:ies of various sales personnel .

¢ The customers

* The practices of competitors

Organizational structure is the relatively fixed, formally defined relationship among jobs
within the firm. A strategy’s success is often determined by the strategy’s fit with organizational







