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BLOCK1 SALES MANAGEMENT :
BASIC FUNCTIONS

This is the first block of the Sales Management Course, in which , an attempt has becn made
1o give you an over view of the Sales Management Functions. It also gives you an exposure
to functions of Personal Selling and Sales Process. The Block consists of four units.

The first unit is an Introduction to Sales Management. It explains the scope o{ sales function,
describes the linkage benween sales and distribution to achieve marketing goods.

The second unit is on Personal Selling, which explains the nature and types c{ aclivities
involved in the personal selling functions. It discusses the different conditions under which
personal selling is specially effective,

The third unit is on selling process, in which all the siages of Lhe Sales Process are systemati-
cally discussed.

The last unit in this block relates to the Computer Systems and Applications iit the Sales
Management Function to achieve effectiveness and efficiency.
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UNIT1 INTRODUCTION TO SALES
' MANAGEMENT

Objective
After studying this unit you should be able to:

* explain the scope of sales functions

»  describe the interdependence between sales and distribution functions

*» identify the components of strategy formulation in sales management

* evolve a framework of joint decision making in sales and distribution fum:tions._

Structure

1.1  Intreduction
12  Sales and Distdbution Strategy — Role in the Exchange Process
1.3  Interdependence of Sales and Distribution
1.4  Sales Management — Formulation of Sales Strategy
1.4.1 Assessment of Competitive Situation and Corporate Goals
1.4.2 Sesting Sales Objectives '
1.43 Determination of Type of Sales Force Needed
1.4.4 Determination of the Size of the Sales Foree
1.4.5 Organising the Sates Effort — Territory Design
1.4.6 Establishing and Managing Channel Support and Coordination
1.5 Framework for Joint Decision Making in Sales and Distribution Manajjernent
1.6 Summary
1.7 Key Words
1.8  Self-Assessment Questions
1.9 ° Further Readings

1.1 INTRODUCTION

You are already familiar with the functions and scope of sales and distribution managemerit
through your exposure to units of MS-6, Marketing for Managers. This unit, deals with the
inherent interdependence of sales and distribution management and takes you, step by step,.
through the strategy formulation process, in the sales and distribution management. If also
give a general framework within which joint decisions for sales and distribution are made.

1.2 SALES AND DISTRIBUTION STRATEGY — ROLE
IN THE EXCHANGE PROCESS

Sales and distribution management constitutes one of the most important parts of marketing
management. As you have already seen, "Exchange” is the core, aspect of murketing, and it
is the sales and distribution management which facilitates it. Sales Managemert has been.
defined as the management of a firm's personal selling function while distribution is the
management of the indirect selling effort i.e. selling through extra corporate vrpanisations
which form the distribution network of the firm. The sales management task thus includes
analysis, planning, organising, directing and controlling of the company's sales effort.
Distribution Management comprises management of channel institutions as well as physical

distribution functions.

The exchange process i.e., the sale and delivery of guods:"serv.i_ces from the manufacturer 3
the consumer can be consummated directly i.., by the firm itself through its own sales
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force or indirectly through a network of middlemen such as wholesalers and retailers.
The imponance of the sales and distribution function varies across organisations
depending upon its nature and vartety of products, target market, consumer density and
dispersion, and the competitive practices among other things. For example, you may

‘recall that in mail order companies (where the major exercise is distribution in response
" to orders received) virtally no personal selling effort is utilised. While, most

organisations selling capital industrial equipment (say earth moving equipment,
mainframe computers, CNC machine tools) do so throtigh a team of their own sales
engineers, involving little or no intermediary support. Notwithstanding, whether the sales
and distribution function is organized intemally, extemally or jointly, the following
essentil tasks need to be performed in order to consummate successful exchange.

a) Contact - Finding and communicating with prospective buyer
b) Prospecting - DBringing together the marketers offering and the
prospective buyer
¢} Nepotiation and - Reaching an agreement on price
trarsaction and other terms of the offer so that ownership and
' possession can be transferred.
d) Promotion - Of the marketers offerings, and his satisfaction-
generating potential.
e) Physical - Actual transfer of possession i.e. timely and
Distribution safe delivery
fi Collection - Of relevant consumers information and revenue in

exchange of goods or services

-Excepu for extreme instances of organisations which make exclusive use of either their

own sales force or distribution channels, most organisations get the above functions
performed through a combination of their own sales force and the distribution nét work
they choose to hire. A major decision in sales and distribution therefore becomes the
judicious allocation of the above tasks between the sales force and channel members.
The determinants of task allocations are: compelilive practice, product and market
requirements, {including market size, frequency of purchase and customer concentration)
preference and buying practices of the target customers, and certainly the management
philosophy towards control.

1.3 INTERDEPENDENCE OF SALES AND
- DISTRIBUTION

After going through the above section you would have realised how interlinked
distribution and sales management are. Apart from the important fact that in most
organisations both sales management and the management of channels of distribution are
the responsibility of the sales manager and should be viewed as jointly contributing Lo
th2 accomplishment of the marketing lask, some other pointers towards the
im:erdependent_:e of these two vital functions are as under:

a) All-organisations use their own sales force or distribution network to reach out to
their customers. The emerging practice is 1o use own sales force to sell to
wholesalers/semiwholesalers who in tum sell to retailers. Very few firms (unlike say
Brooke Bond) use their own sales force 1o reach upto the retail level). As both the
sales and distribution functions are-simultaneously performed to accomplish the
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firm's sales objectives their dependence on each other for the effective attainment of '

overall marketing goals becomes obvious. In other words, activities of the sales
organisation would have to be coordinated with channel operations if sales goals
have to be effectively realised.

b} The decision of the organisation to allocate certain respensibility in the exchange
process to its channel members would define the scope of responsibility of its own
sales force and thereby would determine the type of personnel and training required.

¢) Even though, an organisation may decide to deal directly with its wholesaler,
semiwholesaler, retailer or consumer, it is required to decide upon the type of help it




will provide to the first and subsequent level of intermediaries. Since the Introduction 1a Saiys

requirements of each of the above types of first level contact entities are different Manasemen

from that of the other, the company's sales task would have to be defined in context
of first level of contact chosen by it

d) The choice before an organisation Lo have direct distribution, indirect distribution of
a combination of the two is of strategic importance and depends upon factors such as
the degree of control, flexibility, costs and financial requirements elc.

Marketing through channels implies lower degree of control but would also mean
lesser funds tied up in maintaining inventory and lower fixed and variable costs of
managing the channeis. Depe..ding 'upon it own sef of variables the organisation
would try and optimise the effectiveness of the exchange process through the use of
‘some combination of the two. Necessarily then the scope of one (i.e. distribution)
would define that of the other (sales management).

¢) To implement overall marketing strategy, the manufaciurers need the cooperation of
distribution outlets in terms of adequate stock maintenance, in-store displays, local
advertising, point of purchase promotion. Wilhin the corporation, the sales
organisation is the initiator as well as the implementor of these dealer support
operations. The effective functioning of dealer-sales organisation relationship often
becomes the key to successful working operations within the organisation. This
would mean that the sales management has the responsibility of structuring
organisational relationship within their own department and with interacling
organisational entities so that the sales task can be performed and co-ordinated with
the overall marketing goals.

Before understanding the framework for developing the sales distribution strategy in an
integrated way let us look at some of the important aspects of the two functions.

1.4 SALES MANAGEMENT — FORMULATION OF
SALES STRATEGY

The sales management function, as noted earlier comprises the management of the sales
personnel and activities that make up the corporate sales effort. Sales managers are
entrusted with the task of organising.. planning and implementing the sales effort so as to
achieve corporate goals related to market share, sales volume and retum on investment.
The task involves the sales manager in a set of activities both within the organisation and
outside with other organisations.

Within the organisation he has the responsibility of structuring relationships both within
his own department and with interacting organisational entities so that the sales task can
be coordinated with other marketing tasks and performed effectively. It also includes
allocating and operationalising the sales effort among the sales personnel.

Outside the organisation, his task would include developing and maintaining channel
relationships effectively so that the flow of goods and service, and also prumouon and
feedback is facilitated.

Embodiment of all these functions can be seen in the development of sales sirategy
which often proves vital to the success of the organisation. To reiterate what you have
already learnt about Sales Management while going through your MS-6 course (Unit - 19
Block 6), key decision areas in sales management which are particularly relevant to
strategy formulation are: '

a) Deciding upon type and quality of sales personnel required

b) Determination of the size of the sales force

¢) Organisation and design of -the sales department

d)} Termitory design

e) Recruitment and training procedures

f)y Task allocation

g) Compensation of sales force”
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h} Performance appraisal and control system

i) Feedback mechanism to be adopted

J)  Managing channel relationship

k) Coordination with other Marketing department

The above decisions give a fair idea of the scope of the sales management function,
Strategy formulation in case of sales would involve identification of the sales goals and
designing of a gameplan,. using the organisational resources at hand, 1o achieve those
goals. The strategy formulation process can therefere be summarised as

Macro Environment Assessment of the competitive ' Market Analysis
Analysis : Social situation and the comporate goals to
Step 1| political Economic determine the output that sales
. Technology management is expected o give

Define sales managemenl objectives
Step 2 in terms of delivering these outputs
both quantitative and qualilalive

Design sales strategy by deciding

upon

. 1} type of sales effort required -

Step 3 2) type of sales personnel
required

3) size of the sales force

4} 1ermilory design

5} channel suppont and
coordination

Let us go through the sequential stages of (his process.

1.4.1 Assessment of Competitive Situation and Corporate Goals

The sales objective is directly affecled by the corporale mission or goal which in tumn
identifies the specific set of common needs and wants the company would like to satisfy.
"Another input in objective setting is the macro business environment. Variables in the
political, economic, social and technological environment have significant bearing on

. what and how much the company would be able to sell. The environmental scan thus

provides pointer to a company's specific opportunities and threats, strengths and
weaknesses,

A sound market analysis, is also a prerequisite to objective setting for sales strategy.
Specifically the company weuld need to know.

i) Current size and growth rate of the marker In. multiproduct companies this analysis
would have to be made by product/market and by geographical territories covered.

i1} Consumer needs, attitudes and trends in purchasing behaviour:

iif) Competitor analysis covering

* curent strategy

¢ current performance, including market share analysis
* their sirengths and weaknessas

* expectations as to their future actions.

It may be noted that the tole and scope of the sales functions of an organisation is related
to the competitive situations facing its products in each of the markets participated by it.

Under conditions of pure competition, each seller is too small to be able to influence

- prevailing market price. Identical undifferentiated products make it difficult to _speéialise

sales effort. Under this sort of competitive situation, sales effort is usually limited to

maintenance of adequate marketl supplies. -

Most of the markets today are competing under varying degrees of monopolistic ~
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:ompetition where there are large number of sellers for a product but the offering of each
seller is capable of being differentiated in a discernible manner.

However, in the Indian situation most marketers seek to differentiate their products
through variation in product attributes, packaging and promotional efforts. Under these
market conditions sales efforts support the promotion and maintenance of market share
objective of the firm and coordinate with the distribution and customer service needs of
the product. Distribution function, on its part, complements the sales efforts in so far as
the regular availability of products at almost every purchasing point is concerned. The
market conditions characterised by oligopoly are also characterised by aggressive
tompelition. Selling effort here becomes an effective tool of market cultivation, building
dealer relationship and maintaining them, providing vital informational feedback on
competitors and their. market operations.

In case of new product, where the marketeer is faced with little or no direct competition,
selling effort plays a very vital role in market cultivation. Missionary *Salesmen’ are
used to familiarise and demonstrate the product, both to the channel members and the
ultimate consumers.

These competitive situations affect the corporate goals relating to growth and profit
which in tum affect the marketing goals. The sales related marketing decisions which
significantly contribute to sales strategy formulation that affect both the quantitative and
the qualitative sales management objeclives are:

a) decision on what to sell — i.e. what products and what specific mix of products the
company has decided to sell.

b) decisions on whom to sell — i.e. whether Lo sell direcdy Lo the ultimate consumer or
to make the wholesaler or thé retailer the first level to contact. This has vital
implications for the size and type of sales force needed.

c) decision on thé price.
These decisions define the scope of Lhe sales effort, in the lolal marketing effort.

1.4.2 Setting Sales Objectives

Sales objectives, are intended to direct (he available sales resources to their rost
productive use. These also serve as standards against which actual performance is
corhpared. The sales objectives are staled in quantitative and qualitative terms. The
qualitative goals generally relate to strengthening dealer relationships, developing good
consumer support, nullifying product misinformation, ataining desired corporate image.

The qualitative sales objectives reflect the expectations the top management regarding
the contribution of sales function to the total marketing effort. They, therefore affect both
the size and quality of the sales force. For example when a company selling high value,
technical household products relies only upon its own sales personnel to cary out the
entire sales function and take up part of promotional responsibility too, the quality and
the size of the sales personnel it requires would be significantly different from that of a
company where sales personnel are only required to coordinate with and service
channels. Examples of the products could be the Eureka Forbes szlesman selling vacuum
cleaners to consumer and the Summet salesman servicing Summet dealers, In the former
case the salesmen are expected Lo carry out the entire selling and market cultivalion
function while in the second case, they are mainly expected lo coordinate and service the
distributors. The qualitative sales objectives are relatively long term one and emanate out
of the marketing pphcy of the company. :

Quantitative objectives on the other hand relate to the operating results that the company
would like to achieve. They, like the qualitative objectives.are heavily dependent on a
keen analysis of competitive situation and corporate goals, and obviously would vary
over operating periods. Quantitative sales objectives could be in terms of sales volume,
market share or number of back orders per operating period. Dvawing from these
quantitative objectiyes, goals can be set for the sales grganisation in terms of

a) Sales volume 10 units or rupees
b) Sales cost”

c) Accounts receivables

‘ntroduction 1o Sales
Management
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d) Inventory levels
¢) Dealer suppon
f) Feedback input

It would be worth noting here that both the qualitative and quantitative sales objectives,
are set in context of the compelilive position of the company. As we get down to the
actual lask of formulating the strategy we evaluate altemative plans, against the backup
of the compelitive strength and weaknesses of the company at the market place and iry o
build up the sales effort so as to achieve the desired goals. The important decisions
involved in this task are given below.

1.4.3 Determination of the Type of Sales Force Needed

The quality of the sales personnel needed, would depend upon the quality of contribution
that top management expects Lhe sales organisation to make as well as the actual
workload that is expected to be generated. Specifically, it would depend upon the role
that the salesmen are expected to perform. If the company has decided 10 do significant
amount of presetling through i1s advertising the salesman’s job is considerably simplified
and this has implication for the Lype of salesmen needed. Companies like Instrumentation
Ltd., Kota, manufacturing sophisticated technical equipment expect their sales engineers
to carry out the entire span of activities from commissioning and installation of
equipment 1o after sales service, You can therefore clearly envisage thai the type of sales
personnel would vary across organisations, depending upon the role that has been
decided for them in the organisation. Some of the factors that influence the type of sales
person are product characteristics, customer characteristics, compelitors practices channel
design and corporate marketing policy.

A stralegic choice which has to be made a: this stage is relaled (o the degree and Kind of
specialisation needed. Should the company go in for product specialists or market
specialists or both? This is often a decision which is taken along with the decision
regarding segmenlation strategy.

Preduct specialist> would be required when the product or its usage is highly technical,
requiring demonstration andfor advice from the sales perscnnel. Marketing of banking
services provides a good example. Service packages like agriculture financing, short and
long rerm instintional financing etc. have package specialisation'as the product on offer
15 1ypical.

Market specialisation would be needed when different groups of larget customers need
specialised service or different sales approaches. In-still other siwations salesman may
need to be knowledgeable about more than one line of company’s producis and deal with
more than one sel of customers dictating a combination of market and product expertise.

Activity 1

TLook at the type of selling effort of the sales personnel in your organisation or any other
organisation that you are familiar with and try 1o analyse whether the type of
specialisation of the sales force is by product or by markets or by both. Also find out as
to what factors necessitaled this kind of specialised. selling effort. '
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.4.4 Determination of the Size of the Sales Force

wnother key decision is the determination of the number of sales persons needed to

chieve the sales objectives. Recruiting more than the optimum number would mean that -
1e company is bearing unnecessary:costs at the expense of iis net profits, Recruiting less ,
1an ‘optimum would mean losing opportunities for exploiting sales prospects, It is not
asy to prescribe an ideal sales force size as the important determinants of sales force
ize-market size, and potential, competitive activity, allocation of sales 1ask between the
hanne) and corporale organisation differ. from company to company. With respect to ‘
1eir own set of variables, companies do try to arrive at an ideal figure by using various

1ethods such as (a) the incremental method, (b) the workload method and the (¢) sales

otential method. The incremental method utilises incremental reasoning in that it

uggests that salesmen should be added to the sales force if incremental margins exceed

jcremental sales costs. The sales potential method uses estimates of sales personnel

nits (which means the set of activities expected to be carried out by one personnel unit),

xpected productivity of sales personnel and the estimated sales volume Lo arive at the

ieal size. In the workload method, through the computation using total market size,

ales, volume potential and volume of non-selling activities like travelling the company

mives at the total workload. Dividing this by the work it expecis one individual

alesman to carryout, gives the sales force size. You will be reading more about all these -

nethods in Block 2 of this course.

Letivity 2
study ary three organisalions using direct selling methods. What is the sales force size in
hese organisations? Analyse the reasons for difference in the size.

1Y -""'""""""h"""""'“'""-""'"'""";-'"-"'"'"'."'"-'“"'""""""'"""'""-“"""“""“""'"""" g
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4.5 Organising the Sales Effort — Territory Design

dersonal selling objectives set the tone of the selling activities 1o be performed in an
sganisation. Defining these activities and their level of performance would lead you to
an estimate of how many sales personnel at various levels are required in the
arganisation.

The strategic decisions here inciude the organisational structure of the sales force and the
*hoice of the field sales organisation. You will study in detail about both these aspects in
Unit 3 of this course, here we will just provide you with a general understanding of the
nature of these decisions.

Companies may treat their entire market as their total field of operation and assign sales

duties to their personnel indiscriminately but more often than not they prefer to divide

the markel into sales territories either on the basis of geographical size or sales potential -

or both because of valid reasons. Of these the customer related reasons are that the 11
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territories provide for a more intensive marker coverage yielding to higher sales and
better customer refations. For the salesperson they facilitate performance evaluation and
foster a far higher degree of enthusiasm and clearly defined responsibilities resulting in
lower turnover and higher morale. Managerially it becomes possible to have a better
degree of control, reduce expenses and evolve coordinated promotion plans. Review of
call pattern territorywise and evaluation of tefritory performance aided by ﬂeId visits

may help managers in evolvitg effective future: practices. -

While creating territories sales managers can choose from different type of bases L

Geographlcal basls which utilizes the existing geograph.lcal boundaries and asmgns mem

to the sales personnel.

Sales potential basis which consists of sphrtmg up a company’s customer base acording

to the dispersion of its sales potential.

Servicing requirement basls where the company splits up its total market according to
servicing requirements of its current and prospective customers (servicing here means

maintaining and develeping the account).

Workload basls: This approach considers both account potential and servicing

requirements and in addition reflects the difference in workload created by topograpluca.l

locational and competitive factors.

.14.6 Establishing and Managing Channels Support and Coordination

The channels of distribution usually act as the only point of contact the final buyer has

. with the manufacturer. They together with the sales organisation of the manufacturers

collectively bear the responsibility of consummating exchanges with the final buyers.
When indirect distribution is adopled, it is imperative that the sales organisation initiates

dealer cooperation programmes. Dealer support typically has to be ensured in the area of

maintenance of adequate stocks of the products and local promotion in the form of point
purchase displays and local edvertising. Another key area of support is the provision of

market feedback the norms of which must be decided between the dealer network and the

manufacturing organisation. The management of manufacturer dealer cooperation,

includes inter alia:

a) Choice of appropriate dealer incentive programmes to stimulate distributive outlets

to greater sefiing effort.

b} Deciding upen procedures for sharing information with the dealer network.

¢) Deciding upon measures to ensure and prornote dealer loyalty.

Activity 3

Talk to one manufacturer each of
a) auto pars

b) food products-

and their respective disttibutors. What are the methods thar have been adopted to ensure

i) maintenance of slocks
iiy adequate feedback
iti) promotional support
in each case

a) D)

e e i T
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1.5 FRAMEWORK FOR JOINT DECISION MAKING [N
SALES AND DISTRIBUTION MANAGEMENT

As assessment of the strategy formulation in both sales and distribution would again
bring you to the realisation that most of the strategic both decisions in sales and
distribution require compatibility.

JToint decision making would necessarily involve determination of the components of the
total marketing tasks to be allocated to sales management and distribution maragesment,
which essentially being a marketing mix decision need not be discussed here. What we:
shall examine in the allocation of the distribution responsibility is the division of
responsibility in relation to contacting, prospecling, negotiating and transaction,
promotion, physical distribution and information collection. The criteria of allocation of
these tasks would evolve from an analysis of the end user behaviour, competitive
practices, channel attribules and expectation, and company's strengths and weaknesses.
These criteria as discussed earlier in context of channel selection could be quantitative —
cost per rupee of revenue, financial commitment, sales volume -achieved ec., and
qualitative e.g. desire for control and channel adaptability. Though these criteria would
differ from organisation to organisation, certain guidelines for decision making can be
evolved from the following generalisation developed on the basis of, observed market
‘behaviour and distribution trends.

The following chart shows that the various sales and distribution tasks that facilitate the
exchange transzction may need to be divided between the two functions.

- . —— distnbution channels
a}  Achicvement of sales goals through : {
: —— company's sales force
" —— distribution channels
b} Personal and Prospecting through .
—— company's sales force

—— distribution chennels
¢}  Personal and non-personal '

promotion through : —— company's sales force

—— distribution channels
d) Maintaining Inventory through : -
—— corporale organisation/
co-owned depots
—— distribution channels
2)  Acounts Reccivables through :
—— sales force/corporate
sales organisation
{ —— distribuion channels

I Information feedback throupgh :
—— company's own sales force

Between the two extremes of Mail Order houses which have no corporate field sales
organisation and the totally vertically integrated system which involve no independent
middtemen, majority of our business enterprises today utilize the service of both — their
own corporate sales department and the extemal distribution agencies in some proportion
or the other. The decision making task in sales and distribution management, on most
issues therefore has to be accomplished jointly, as decisions in one area necessarily have

implications for the other. Let us then evolve framework for joint decision making in 13

sales and distribution management
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The allocation of specific sales and distribution tasks between company’s sales personnel
and independent channe! depends upon consumer characteristics, product characteristics,
company and competitive characteristics as well as the environmental factors. Based
upon corporate practices some propositions could be put as under,

a)

b)

c)

d)

e)

g)

h)

The involvernent of the company’s own sales organisation would be higher in case
of technically sophlsucaled high unit value products targeted at a small number of
consumers. (e.g. Eureka Forbes, Mainframe Computer System, energy system by
BHEL, etc.) Intensive competition or lack of appropriate channels to distribute such
products may also favour direct dismibution. Conversely the distribution channels
will be utilized more in case of frequently purchased low unit value standardised
products (various ‘Brands of Coffee, Bread, Butter etc.,) where the geographical
dispersion of the consumers is quite high.

As companies grow larger in size and generate resources to make their financial
position strong, the tendency is to lavour direct sales.

Market conditions characterised by a limited number of consumers and/or intense
competition necessitate 2 high degree of personal prospecting and personal
promotion. In case of low or medium value, relatively standardised preducts, d
higher proportion of this task would be assigned to the channel while in case of
complex high value products requiring specialised service the direct sales foree is
much more likely to be given the responsibility. Another trend here, specially in
exclusive distribution is that the task may be performed by the dealer’s staff
provided the company pays for or provides for the training of the staff, e.g.
Refrigerators, Water Coolers etc.

A preater allocation of the non-personal promotlon would have to be carried out by
these two functions i.e. sales and distribution function if mass media is not available

ot is unsuitable for reasons of adaptation to -local preferences. A higher proportion of .

non-personal promotion may be assigned to the distribution channels if they have
easy access to local media.

A higher level of inventory would need to be carried in case of highly competitive
goods and seasonal goods at the point of purchase. In-case of non-postponable
purchases like bread, butter, channel members may be required to participate to a
higher extent in the inventory carrying task. This position is medified to a cenain
extent when the supply logistics of the manufacturer is streamlined enough to
manage replenishment at the retail outlets with a high degree of regularity.

In case of industrial products, where the consumers are few and products are
lechmcall} complex, the information feedback task is generally assigned to the
company’s own sales force or even o dealers where exclusive distribution: is
followed. In case of consumner products where the number and dispersion of buyeis
are very high a higher proportion of the feedback iask is assigned (o spccmllsed
agencies under the MR function.

As the company has much more to lose if reliable information about market position -

and trends is not collected, a larger proportion of the market intelligence task should
be assigned to the company’s own sales force.

While marketing to the rural markets, in case of both household consumption goods
and low or medium value durables like electrical appliances cooking utensils etc.,
the middlemen, particularly the feeder town stockist becomes a vital factor in market
cullivation. As the markets are far flung and the volume of consumption also varies
from one rural area to another, the trend in rural marketing is towards a more
extensive use of middlemen.

16 SUMMARY

In this unit you have learnt about the précess of developing the sales and distribution

strategy and the major determinants of each. As the two functioms have a high degree of . .

mutual dependence, a joint framework for decision maxing for both sales and distribution
management has alto been discussed.
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1.7 KEY WORDS

Channel of distribution: The route that the title to a product takes from the producer to
the ultimate user.

Direct distribution: A distribution system in which the ultimate buyér acquires the title
directly from the manufacturer of the product.

Exclusive distribution: A distribution _syslen-i that involves territorial protection for
authorised dealers.

Indirect distribution: A distribution system that uses middlemen i.e. wholesalers and
relailers to reach the ultimate buyer.

Intensive distribution: A distribution serategy that strives to have the firm represented in
the maximum number of outlets,

Monopolistic competit” m: A market situation where many sellers offer differentiated
products to a large number of customers.

Territory; The geographical area a sales person is assigned.

Vertical integration: The strategy by the manufacturer, which mvolves acquiring
ownership rights down the channel of distribution.

1.8 SELF-ASSESSMENT QUESTIONS

1 Discuss the factors responsible for interdependence of sales and distribution.
2  How do the sales objectives affect the designing of sales strategy.
3 Describe the key decision areas in sales and distribution management.

1.9 FURTHER READINGS
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Richard R. Stilt Adward. W. Cundiff and Norman A. P. Govoni. Sales Management. Decisions
Srraregtey aned Cases.
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UNIT 2 PERSONAL SELLING

Objectives

The objectives of this unit are to help you: |

* define personal selling :

* evaluate the importance of personal selling under different conditions
* explain the nature and type of activities involved

¢ describe its complimentary role' in marketing strategy

* describe the selling process o

Structure

2.1 Intreduction ,

2.2  The Growing Impontance of Personal Selling
2.3 Siwations Conducive for Personal Selling
2.4 The Changing Roles of Sales Persons

2.5  Diversity of Selling Situations

2.6 Qualitics of a Good Sales Personnel

2.7 The Scope of Activities in Sales Situations
2.8 Summary

29 Key Words

210 Self-assessment Questions

2.11 Further Readings '

2.1 INTRODUCTION

The terms ‘personal selling’ and ‘Salesmanship’ are often used without distinction.
However there are some vital differences between the two terms.

Salesmanship is Seller initiated efforr, that provides prospective buyers with information
and molivates them to make favourable decisions concerning the seller's products or
services. ‘Personal Selling’ is a highly-distinctive form of promotion. It is basically a two
way communication involving not only individual but social behaviour also. Tt aims at
bringing the right preducts to the right customers.

It 1akes several forms inchiding calls by company’s sales representative, assistance by a
sales clerk, an informal invitation from one company executive 1o another.

It is employed for the purpose of creating produic*. awareness, stimulating interest,
developing brand preference, negotiating price etc.

Thus keeping in view the diversified nature of,]:iersonal selling, we would discuss in this
unit the growing importance of personal selling, s changing rele, functions and process.

2.2 THE GROWING IMPORTANCE OF PERSONAL
- SELLING

The increase in complexity of products has increased the importance of personal selling.
Manufacturers of highly technical products such as computers, electronic typewriters,
digital phones, microwave kitchen appliances, remote control equipments etc, depend
more:- heavily on personal selling than do grocery or toiletry products manufacturers.

Ever éfowi.ng competition from domestic and foreign sources have also increased the
importance of sales persons in the marketing effort of a firm. In persenal selling
company's sales persons are ofien referred to.as sales representative, salesman or sales
girl they remain on the company’s payroll or work on commission basis or both to push
the product in the market by positively motivating the prospective customer through oral
presentation or demonstrating the product in question.
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Consumers want all sorts of goods and services but inertia may keep them from buying. Personal Sellog
Sales efforts stimulat¢ the consumption process by reducing people’s inherent reluctance
to make purchase decision. In fact sales person act as catalyst in the market place.

When the nature of the product is such that the buyer needs special information in order -
to use it properly, sales representative acts as a consultant to consumer, to apprise them
of products technicalities and usage. Sales persons dlse work out the details of manner
and timing of given physical possession.

In case of industrial products, the promotion mix mostly consist of personal selling rather
than advertising. Being high value and complex product, personal contact with the
customer is essental 1o convince him of the product’s quality and utility.

On the other hand, consumer produect companies use personal selling together with
advertising, to influence prospect to try their brand. But personal selling in this case
cannot substitute for advertising, it can only be used tactically to mtenmf)' marketing
effort, mainly because it is expensive.

Personal selling is more effective during product launching stage.

For example: McDowell, used personal selling tactics during launching of soft drnk
“SPRINT" in Delhi. »

Similarly Eureka Forbes a manufacturer of appliances which includes vacuum cleaner
and a number of home care appliances adopted personal selling for ils premitwm product
vacuum cleaners. Since the vacuum cleaner is a high value product and the concept is
fairly new to the Indian market, demonstration is necessary to convince buyers, and
personal selling has successfully achieved this. Other Companies e.g. Johnson and
Johnson for its preduct in the so called ‘embarmrassment’ category. like sanitary napkins
or contraceplive used personal selling successfully.

During the product launching stage companies selling products like Richbru Coffee,
Signal Toothpaste, Surf, Dalda etc. utilised personal selling efforts.

‘The importance, of Personal Selling in the Indian context stands out due to the following
factors:

1) _ In the absence of the availability of all India media many companies find it
expedient to extensively use personal selling to achieve their promotional objectives. . -
2) Companies which cannot afford a large outlay for advertising on a regular basis also -
find personal selling a more reliable method.
3) The vast network of our dismribution system needs the support of the manufacturer
sales force for market combing as well as development.
4) Low levels of literacy and lack of adequate customer education regarding various
products, make personal selling a very effective method in product adoprion
particularly in the rural markets.

5) Orientation of Indian Consumers are such that they want the best value for their
*  money, owing Io high marginal value of rupee, which necessitates personal selling.

The factors discussed above individually or in combination make personal selling an
integral part of the communication mix of the company.

2.3 SITUATIONS CONDUCIVE -FOR PERSONAL
SELLING

In certain marketing situations, personal selling pru\;ides an effective and cfficient
solution to most of the selling problems. However its economic efficiency relative to
other element of the marketing. mix needs to be thoroughly appraised.

Now we will discdss some of the situations when personal selling in a company becomes
more relevant.

1} Product Situation

Personal Selling, is relatively more effective and economical in case : 17 -
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8)  When a product 15 of a high unil value like xeroxing maciune, compulers elc,

b) When a praduct is in the iniroductory state of its life cycle and require creation of
core demand.

c)} A product requires personal atlention to mateh specific consumer needs e.g.
insurance policy.

d) Product requires demonstralion e.g. most of the industrial products.
¢) Product requires afier-sales service,

f) Product has no brand loyalty or very poor brand loyalty.

Market Sitoation

Personal selling, situation can be best utitised when:
a}- A company is selling Lo a small number of large-size buyers.

b} A company selis in a small-logal markel or in government or institutional market.
¢} Besired middle men or agenis are not available.

d) An indirect channel of distribution is used for selling to merchant-middlemen only,

Company Situation

Persenal selling is relatively more eftective and economical when:

a) The company is not in a position 1o identity and make use of suilable non-personal
communication media.

b) A company cannot afford 10 have a large-and regular advertising culay.

Consumer Behaviour Situation
Personal selling is more effective when:
a) Purchases are valuable but infrequent.

b} Consumer needs instant answers 10 his questions.

c) Consumer requires persuasion and follow-up in the face of compelilive pressures.

2.4 THE CHANGING ROLES OF SALES PERSONS

- Now we would discuss. the changing role of sales persons, Owing to the increasing

importance of personal seiling in recent times, the concept of personal salesman has
undergone a scachange (rom a fast tatker 1o consultant,

Now before discussing the selling styles one point hould be noted that only well-
developed and established companies have reached 10 consuliam stage level, every
selling task does not require this. Still one or more than one stralegies of personal selling
discussed here are used in Indian companies. Table | shows the activities relevant to the
use of each sirategy.

Talle 1
The Changing Roles of the Sales lepreseniative
Strategics for Selling Aclivities
Busincss Management : * Manage accounts and Terrilory sirategics as a strotegic business
unit .
® Invest time and expenses in the most profilable opportunitics
* Sell o meet the clicnis 1otal sysiem and long term needs. Be a
consullant
Clicnt Peolit-Planning * Become pant of the clicnts™ plan
Slralegics © Expand 10 other depaniment -
* Find new uses for your product
* Services are an imporianl part of the offer at this point.
® The customer become a client.
-

Perceive, classify and serve the cuslomer's needs.

Nepotiation Stmicpies The product is adjusied w mecel the customer's need,

The representalive undersiands the immediare and namow neceds
af the cuslomers,
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‘ersuasion Siralegies % The mepresearanye tries (o 13 1he cusiomers infe e syisting
product mix by skillfully overcoming objcclions.

‘ommunication Swrategics *  The representarive is a personal communicalor, providing product
and service information close 1o the point of the buying decision.

i\dapled From : M. Haven, J. Crbben and H. Keiser, Consuliative Selling Ametican Management Association,
nc. New York1970 eds., G.ID. Huges and C.H. Singler *Sirategic Sales Management' Addison-Wesley
‘ublishing Co. London,1983, Page 7.

ommunication Strategics

it the lowest level of personal selling, the sales representative is an altemmate medium for
:ommunicating information about the product or service offered by company. The only
trategy appropriate for increasing stles at this level is walking more and talking more.
“here is linle reason to use representatives as a communication medium when there are
lternative mass communication media like press, radio, television available.

‘ersuasion Strategies :

"he persuasion level requires the sales represcniatives to go beyond the role of a mere
ommunicator o the role of understanding at least the immediate and narrow nceds of
he customers. At this stage, the saies representative (ries o fit the cusiomer into the
xisting product or service mix by skillfully anticipating and overcoming objection. This
s what Indian markel is expertencing.

{egotiation Strategies

Juring negotiation, ihe product and commercial terms are adjusted to mect the
ustomer’s needs rather than just attlempting to skillfuily overcoming abjections as
racticed in previous stages. The critical skill ar this stape of seiling is analysing and
nderstanding the customer necds and determining how the company's preducts and
ervices can meert these needs. At this point, the customer becomes a client and the
rocess of consultative selling begins.

lient Profit-planning Sirategies ;
n India, client profit-planning strategy is applicable in industrial product selling. The
apresentative is put to work with clients team to learn abeut profit-planning sysiem,
roduct, finance, r"narketing. research and development and future plans etc. so that the
roduct meeting the client’s needs could be developed.

lusiness Management Strategies

il this stage professional representative is responsible for managing territory as a
trategic business unit-investing time and expenses in most profitable manner, Few

ndian Companies are using a system of national account management (like Modi Xerox)
1 which manager is responsible for all sales to a few key accounts. Territory
:presentatives along with sales managers and accounis managers develop business
trategies and botlom line responsibility to meet objectives of the c-ganisation.

Y

.5 DIVERSITY OF SELLINC SITUATIONS

Jl of us being consumers often ¢ome across variety-of selling situations. Differences in
rarketing factors cause each company to have individualised selling styles. Each
ifferent type of selling job requires the sales person to perform a variety of different
1sks and activities under different circumstances. The job of a soft drink driver
alesperson who calls in routine fashion on a number of retdil stores is different from that
f a computer sales person who sells a system for managing information to executive of
consultancy firm. ) :

lefore categorising sales persons into basic selling styles, one convenient way 1o classify
1e many different types of sales job is to array them on’ the basis of the creative skill
:quired in the job, from simple service — or repeat order selling to the complex
evelopmental selling. Let us now discuss the different kinds of selling positions
revalent in Indian companies. '

Prrsona! Selfing
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Sales Manasement @

Basic Funclions

Delivery Sales person

The primary job of the delivery sales person is to deliver the product e.g. soft drink,
bread. milk ete. The selling responsibilities are secondary. Good service and a pleasant
personality may lead to more sales.

Inside Order Taker

- The retail sales person standing behind a counter is an inside order taker. The customer

comes o the sales person with the intention to buy a product or service, the sales person
only serves him or her,

The sales person may use suggestion seliing but ordinarily cannot do much more.

Outside Order Taker )

The soap or spices sales person calling on retailer is an outside order taker. They do little
creative seliing. In contract with store personnel these representatives aclually may be
discouraged fram doing any hard selling. That 12sk is left to execulives higher in the

hierarchy.

Missionary Sales People

These sales persons are not expected or permitied to solicit an order. Their job is 1o build
goodwill or to educate actual or potential user or provide services for the customers, as in
the case of Medical representatives, working for the pharmaceutical company.

Creative Sales person of Tangible Products

In sales job it is often difficult to conduct creative selling for tangible product such as
vacuum cleaners, Automobiles, Airplanes, encyclopaedias etc. The job happens to be
difficult because the customers may not be aware of their need for the product or they
may not realise how new products can satisfy their wants better than those they are
presendy using. When the product is of a technical nature, this category may overlap that
of the Sales Engineer.

Creative Sales person of Intangible Product

Sales of intangible products such as insurance, adverising services, consulling services,

communication systems or educational programmes, require creativity of sales person to
handle the situation. Generally selling the intangible products is difficult as their benefits
cannot be demonstrated tangibly.

From the above mentioned variety of sales job it is clear that different sales position -
require different amount and kinds of skills. In today's market where self service siores
and counters have made the selling task easier, technically developed products or
intangible items require greater amount of creativity and perseverance, on the part of
sales person. To facilitate an understanding of the various roles of sdles person, they can
be grouped into four task specific determinants such as, consuliative, technical
commercial and direcr sales.

Consultative Sales

Consultative sales are characterised by the product or service that is sold at the higher
level of an organisation e.g. compuler system or management consultancy service. The
decision to purchase such products involves higher capital outlay thus sales job requires a
low key, low pressure approach by the sales person. It would also require a very soong
knowledge about product, patience to discuss product with several people of organisation
and potential benefits to the user. Even at times when the progress of sales stows down
Tepresentative has to make creative and sensitive efforts to_resume interest but without
appearing (o exert pressure on the prospect.

Technical Sales

The most distinctive characleristic of technical sales is the product knowledge required
by its sales person, nnlike the consultative sales, where sophistication in organisation
relationship and persuasive ability are sales persons’ most valuable assets. Even time
required to sell the product is relatively less than consuliative sales.

Most of the technical purchasing requires approval of several people but only one or two
people with technical knowledge influence decision. If the sales representative is able to
salisfy these people with product characteristics, application, instailation process approval
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from higher management is usually forthcoming. The techrical sales persons though nol
strangers to the process of making a sale, are trained to utilise the rationai approach, by
going into details of product utility and features.

Commercial Sales
This field generally includes non-technical sales to business, industry, government and -
non-profit organisation e.g.,office equipment, wholesale goods, building products,

- business services and others. Unlike the previous lwo types, it is customary for the
commercial sales person to make sales on first or second call. The process stresses
approach to right person (decision maker), making a smooth presenlation and closing the
sales. - '

The field is composed of order takers, o follow up and maintenance of accounts and
order geller. to develop new accounts. Since these require different approaches, they
normally require different personality traits e.g. the order getler are more aggressive and
more highly motivated. :

Direct Sales
Direct sales are primarily concemed with the sales of products and services to ultimate

consumers e.g. restaurants, door to door sales. insurance, enclyclopaedias, magazines etc.
There is normaliy-some emotional appeal associated with this type of selling, thus sales
persons arc required to possess strong persuasive ability. Often length of time to close
sales is shortest in the case of above product categories. In fact, sales persons are trained
10 close the sales on the first visii because it is felt if consumers are given time, they will

either cool off from buying or will buy from competitor.
Activity 1 |
tY Compare the following types of salesmen:
a} Missionary salesmen and Tangible product salesmen
b) Intangible product salesmen and Sales Engineer
¢) Inside order taker and delivery sales person

2.6 QUALITIES OF A GOOD SALES PERSONNEL

Some peaple says salesmen are bomn salesmen, while others believe: that training can heip m

making good salesmen.

irrespective of tirese opinions. good salesmar has ceriain qualines and abilitics as a result he
15 able to perform better than others. In this section we would discuss qualitics of a good =aies

PTrs00.

Philip Kolter has identified 1wo basic qualitics of a good sales peison nameiy, cmpathy am!
persuasion. Bu others have listed more. Some of the qualitics of 2 gocd sales person arc ax

follows :

1. Ability to estimate customer’s needs and desires: He is aler and quickly determines

what the customer wants and the best way 1o seil.

2. Ambitien: e hkes 10 g2 8 good job and is wieresicd i gelling

connaa
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10.

1.

13.

14,

16.

17.

19.

20.

AR

Appearance: Appearances mean a ol eady and e suceessit salesiman s neat and
arganised. He presents himself well in.person. Also, he keeps his desk, books and
manuals neal and ready for use, -

Business Sense: He understands that you are in business to make a profit and quickly
tearns the ins- and -outs of your organisation. -

Courtesy: He reveals a sincere desire to hclp customers and treats them as guests-even
when he visits their places of business. :

Creativencss: Imagination, vision .and the ab1lny o create ldeas make 'your man
dynamlc

Curiosity: He wanls 1o learn all he can about his job, his products and his customers..
Euthusiasn: There is nothing (hat can diain away a prospect’s buying interest more than
a half-dcad salesman. Dullness should be left ai home. A salesman must radiate

enmthusiasm during and afier the sales calt.

Figure Sense: He should have the mathematical ability figure and 01l up order form
correctly and to inake the necessary reporss,

Elexibility: A good salesman is able o adapt himself 1o a variety of customers. Each
contact may require a adapting the sales 1alk, speech habits und even appearance.

Friendliness: A sulesman should be able w makg people like bim and he must like 10
mcet people.

. Hand“ ritinp: He must write lcmbly S0 thal his paper work can be re.adl]y underslood by

his office people and by his customers.

Healtl: Good health generates cnergy aud cnergy is needed to sell. Paor health prevents
many salesmen from lulfTlling thefr potentials.

Integrity: A salesman must be trusted to do his job. wcl] He canndt help but be
success{ui wlhen his costomers trust him.

. Interestin his job: He likes selling aud working for your company.

Knowledge: Tn some business, an applicant musl also have a through knowledge of the
highly specialized products or services his employer offers. In some cases, this
knowledge can be gained only by ycars of experience.

Loyalty: He must be able to impress upon his customers lhe idea that his company is the
best in the business.

. Mental abilities: He has the intetligence to undersiand your products and those of your

competitors. He must know how to use words, 10 understand and direct people and to
remember names and faces. He should also be able to understand prospective customers
and know how 10 act under varying conditions.

Motivation: He musi have more than just an interest is selling. Psychologisis have found
certain predominant pattierns in men who have become really successfully sales men.
They live in the presznt and not in the future. They do want power over others and prefer
not to work under close supervision.

Originality: He is c-.mslamly scarching for new ideas to be used in selling your products
ang will sugi,est betier ways of duiny things. .

Persuasiveness: Very few products of any type actua_lly sell themselves."['he.y must be
sold. Your man must have the ability to get people 16 agree. There are situations when
persuasiveness may ‘vary keeping in' view the consumer's response.

. Poise: His maturity is reflected in his behaviour. He should be positive and confident,

encroelic and businz sslike. He should be able w demonstrate 10 your customers that he
knows whal lic is walliing about.




23, Sell-control: He can handle difficult people and situations calmly.

24. Sell-startier: Your man works well without constant supervision and is abie 10 make
’ decisions en his own.

25. Speech: He can speak clearly and maturely in a natural tone. He can emphasize sales
points with sincerity and friendliness.

2.7 THE SCOPE OF ACTIVITIES IN SALES SITUATIONS

A typical day in a sales pcrson‘s life includes making certain number of calls, opening of
new accounts, analysing the account lost, if any, sales presentation, closing of initiated
sales preparing daily reports and keeping records of transactions. We would now discuss
some of the important activities.

Problem Solving Activily for the Customer

Problem solving requires substantial knowledge and decision making skill. In the case
where prospeclive customers are not aware of ulility of products or services in quesiion,
there is a problem. The sales person can contribute by identifying and suggesting best
solution for it. In many sales situations, these activilies make up a substantial part of the
total sales effort,

Co-ordinating Duyers and Sellers Activities

With the muitifarious and complex system of todays business situation there is a need for .

a catalyst to bring together and work witi: the paraliel departments of suppller and
customer.

Most of the sales persons are in position to perform this function.

Attending Conventions

In conventions organised by company, sales persons interact with their peers about work
situations and problems and arrive at 2 consensus of opinion on issues which impinge on
their work. Conventions range in nature from company convention Lo industry
convention. They may be local, naliona] or international in nature. These are important
motivational and inspirational Lools for the sales persons whose broad purposes are to:

a) Provide strength to the sales persons identity with the company to execuatve.
b} Exchange information with sales pérsons.
¢) Provide specialised training.

d) Provide sales persons with & change of pace.

Attending Trade Show

Trade shows are held seasonally or annually.’ Sales persons usually attend these (rade fair
not cnly to achieve sales, but also to understand competition’s products and prices.
Technological advancement in different area is alsd communicated to them through these
trade shows, Ever since Trade Fair Authority of India has been set up various types of
fairs and exhibitions including the Annual India International Trade Fair are being held
more regularly.

Attendiag Educational Werkshops :

Many lines of sales work afford the opportunity for continued formal education
throughout a career. Many companies like NTPC, ONGC, TISCO, etc. require their sales
persons (o follow a continued programme of studies in addition to company fraining.

Keeping Records

The job of sales person is not finished until the paper work is completed. A sales person
has to prepare daily call reports including new ‘accounts opening report, account closing
reporis ete. It is understandable -that these records not only keep track of their day to day_
activities. bui also provide past and present data to underiake any fulure assessment.

Yersonal Selling
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Taghin ?

'How would the selling job differ for following situation? What would be the most
important acuwry for each Job?

\
a) Indian Hotels (‘l‘aj Group) represematwc selhng semces to executive of a -
compa.ny -

b) Photc)phone Co. (Hot Shot) sales person selling camera to photo studm
c) Hmduétan Leyprs Sales represemauve sellmg S0ap a.nd 011 to genera.l rnerchant.
d)'-- Readymade ga.rment shop sales ‘person selling to. customer o

e) Wellcome Burrough ] pha.tmnceuhcal represcnlanve calhng on the medlca.l
practmoner o

f) Hindustan Computer Ltd sdles person selling c0mpuu=r to professnonals
p*  Snowhite salesmen selling apparels at his exclusive showroom.
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2.8 SUMMARY

Today personal selling has become a challenging profess'ion. There lias béén-a'signiﬁcant
change in its role from being a simple order taker to that of an order maker or consultant-

" to'the buyers. Modem sales. person. understant that they are the major link.in the 'total !
. marketing ' strategy for the company *If a’company wants to' maximize the effecuveness

of its, marketing programme; the personal sellmg effort must be. effectlvely mteg:rated
with the other elements of the markeung mix.

More sp-eCLﬁca.lly I.l-ns umit sought to highlight the unportance of personal sellmg. various
selling jobs, diversity of selling situations, and its relauonslup with marketing mix and .
process. With the growing complexity of products, importance of personal sellmg has
increased. They now act as introducers, intelligent communicator as well as demand
pushers and alsoradd u.mque utility to-product, Their role has changed drastically from -
'being a simple communicator to business manager. In order to be successful a sales

. person must possess a set of persenal, product related and funclional qualities, as variety
* of analytical and administzative duties are important component of the Jjob. Before

approachmg a prospect every sales person is advised to do bit of iomework regardmg

‘company’ §-ame, size; -authority .conéern aiid gencral requn‘emenl. “While _mieeting Lhe : !

prospect, sales pérson shéuld introduce himself, his’® company -and the produ(:t under
promotion. Product presenlahon apd overcommg of customer ob_]ecuons leads to/ "'
convincing the cistomer 2nd resulls in the closing of mutually satisfying ‘sale.
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2.9 KEY WORDS

Stimulated Demand: Increasing demand by ways of introducing product 1o consumer 1o
reduce reluctance,

Trade Sellmg Long-term business relationship with a stable group of customers llke
wholesalers or relailers.

Missionary Selling: When salesman persues indirect customers to buy product. Like
medical representatives persue doclors (o prescribe the product

Technical Selling: Providing technical advice and assistance as part of sales job.

New Business Selling: Pripnary task is to seek out and persuade new customer to buy the
product.

2.10 SELF-ASSESSMENT QUESTIONS

1 Do you agree that a sales job requires 2 degree of mental toughness and physical
stamina rarely demanded in other types of job? Discuss.

2 . To what extent do the nature of the product, target market, company resources
influence the sales job. Explain.

3 Discuss the changing role of personal selling.
4. In the changing marker situation, it 1s oflen referred 10 that sales persans are in hetter
position than past. Do you agree with this statement ? Justify your auswer,

5.+ Personal selling is a two-way communicalion best suited to a company marketing
consunier product with a poor brand loyalty. Discuss.

2.11 FURTHER READINGS

Eugene M. Johnson, David L. Kurtz, Ebérhard E. Scheuing, 1986. Sales Management,
Concepts, Practices, and Cases, McGraw Hill: Inc. USA {Chapter-4).

Frederic A. Russell, Frank H. Beach, Riphard H. Buskirk, 1985. Selling, Principles and
Prartices, McGraw Hill Beok Co.: Singapore (Chapters 7-15). .

J.C. Gandhi, 1985. Markering, A Managerial Iniroduction, Tata McGraw Hill Publlshmg
Co. Ltd.: New Delhi (Chapier 9).

5. Neelamegham, 1988. Marketing in India Cases and Readings, Vikas Publishing House
Pvt Ltd.: New Delhi.

Richard R. Still, Edward W. Cundiff, Norman A.P. Govani, 1988. Sales Management,
Decisions, Strategies and Cases, Prentice Hail of India Pvi. Lid.: New Delhi.

(Chapters 2,3,5).
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UNIT 3 SALES PROCESS

Objectives
After reading this unit you should be able to :°

¢ understand the relationship of personal selling in total scheme of marketing

f

® evaluate different’theories of personal selling

® understand various components of personal selling to design the personal selling effort
for your organisation

® understand each step of the actual sales process.

Structure
3.1 Introduction
3.2 Personal Selling and Marketing Effort
3.2.1  Dilference between Advertising and Personal Selling

322 Significance of Personal Selling
3.3 Theories of Selling
ER N AIDAS Theory : .
332 Right Selof Circumsianees Theory
33z Buying Formula Theory
3.4 Personal Selling Process
341 Prospecting
342  Preparation to Mecl Individual Prospecis
343  Making the Sales Presentation
344  Draw Aucntion
14.5 Hold Inierest and Build Diesire
346 Sales Resistance
347 Mecling the Sales Resistance
343 Closing the Sales
35 ., Summary
3.6 Self-Assessment Questions
3.7 Key Words
3.8 Further Readings - -

3.1 INTRODUCTION

When a sales person of Eureka Forbes contacts a house-wife and sells his vacuum cleaner, he
is actually doing personal selling. When the sales person'of Hindustan Lever visils a grocery
store and sells Lux, Lifebuoy, Wheel, etc., he's also practicing the personal selling. When a-
candidate wants to be selected as a Marketing Manager in a company, he sells himself to his
prospective employers and practices personal selling. A child asking for a favour from his
mother by requesting her to buy him a chocolate or a pack of cookies is-also practising
persdnal selling. So va‘st is the scope of personal selling that everybody has experienced.

Thc goal of all marketing efforts is to increase proﬁts through sales by o[fermg need
gratification to customers. Personal selling is a major promotional method to achieve this
goal. In many companies, personal selling is the largest operating expense oflen totaling 7 to
13 per cent of sales. In contrast to this, the expenses on advertising on an average are just 1 to
3 per cent ot' sales for different companies.

In industrial product companies personal selling is-the major selhng force. The nature of the
goods in industrial products, often requires certain specialised knowledge, which is presented
_in person by the salesman. The value of the order generated by the sales person in such a
situation is so high that it makes-the hiring of the sales person an economical proposilion.
Apart from industrial products, the personal selling is 2 comerstone of scllmg in orgamsauons
marketing products which require specialised knowledge and skills! Sueh’ organisations are
the ones marketing pharmaceutical pmducls medical instruments or electromc products; etc.

Letus also try to discover the need of personal selling effort in orgarusauons marketing (he
fas-moving consumer.goods (FMCG). In such organisations, the demand is often crealed
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through advertising bit it is me( through the personal selling effort. For example. the sales
persen ol Hindustan Lever Limited dees not go door-to door to mect the prospects (o create
demand of his products. But he goes to the grocery slore so as 10 ensure that the brands bewng
advertised by ltis conipany are made available at as many retail shops as possible. Thus the
objective of the personal selling effort in such a situation would be more of meeting the
demand, already created by advertising or other promotional means, rather than to create it
as in the case of industrial goeds or pharmaceutical products.

In arder 10 make it easier for you 1o understand, we shall discuss the personal selling process
in separate parts.

3.2 - PERSONAL SELLING AND MARKETING EFFORT

Personal selling is one of the imporiant parts of the 1o1al Marketing Mix, and an essental

component of Promolion - Mix, We know that Marketing  Mix comprises of 4 P's. which are:

Product, Price. Promoltion, and Place or Distribution.

The premotion mix . which is an important component of Marketing - Mix. also has four mn:.
parts. These are: Personal Selling, Advertising. Publicity. and Sales Promotions.

The above intreduction would help you in understanding the significance of Personal Selling
in the overall marketing scene. Since-1he Personal Sclling effort is managed by Sales

vanagement Personnel, the tepic is discussed under Sales Management and nel in promotion
Management. :

Personal selling is the process by which the representatives of the organisation (Managemen #

Manufacturing and Marketing) come in direct contact with the prospects (potential buyers) 10
convince and persuade them 1o purchase their products. Personal selling, along with other
comporents of promotion mix and marketing mix, is a means to implement marketing plans
and siraiegy.

Almost all the organisations, in any industry, involved in marketing their products employ
sales representatives or sales personnel to directly contact the potcmml buyers and 10 persuade
them to buy their products.

It may be worthwhile to distinguish between personal selling and salesmanship, While
personal selling forms an important element in totat scheme of Marketing Managemeni.
salesmanship. on the olher hand, is one of the skills used in personai selling. Thus.
salesmanship is a part of personal selling in the same manner as personai selling is a par of
the promotion - mix, and promotion is a part of the Marketing Mix.

3.2.1 Difference between Advertising and Personal Selling

Let us ry 1o understand the difference between advertising and personal selling also, so as to
clearly distinguish between these two impornant components of the marketing mix.

From a broad perspective, both - the personal selling as well as (he advertising - are the means
to communicale with the target customers for the product or service of an organisation. To be
cffective. Le. , to produce results, in terms of sales or orders. both should be understandable.
interesting, believable and persuasive. We shall discuss the process of desigming a personal
selling effort involving all these four criteria of an effective communication.

However, there are some notable dilferences between these two means of communication.
While the personal selling effort is a two-way communication process, the advertising 1s a onc
way comumunication. In the personal selling situation, as we have observed, the customer
comes in direct contact with {lte sales person who, in rurn, is representing an organisation. The
custemer can ask any number of questions so as 1o satisly his/her guarries about the product,
the sales person is offering. It is the sales person’s. responsibility to satisfy his customer on
the benefits of his product. If he does so, he gets the desired sales or an order. Thus, the result
of the personal selling, whether positive in terms of an order or negatwe iz terms ‘of no order.
is also quick and casily measurable,

Ehi-tn u..l.‘.-(.-...ll. Y Srrrrrrra—

e I Ul o e

rTaA A EDTETOEETS T ST

A= e e e




In advertising. on the other mand, the customer does not come it direct conlact with any
represenlative of the organisation. Thus it is a one way communication. The reactions,
allitudes or perceptions of the viewers can not be immediately gauged in advertising.

Lel us also understand a very interesting aspect of advertising and selling, about their relative
mmportance of the two, during hree different stages of a products/brand’s market. The three
phases can be the pre-purchase phase, the purchase phase and the post-purchase phase. The
pre-purchase’phase is characierised by the phase where the organisation is trying to convince
the targeted customers on the benefits of the product/brand. The purchase phase is the
time/duration when the customer is making his mind 10 actually buy the product. The post-
purchase phase is one when the customer has.bougit the product and is cvaluating the
decision.

PERSONAL ..~
SELLING

/
° \\qu/’
- ® ®
PRE-PURCHAS= PURCHASE - POST - PURCHASE

Advertising has a-major role during the pre-purchase phase as the-mass demand for product

- has to be generated. The advertising also plays an imponant role in post-purchase phase as it
. gives sound reassurance to the purchaser that he has 1aken a sound decision in buying that
product. The personal selling, on the other hand, has an important role to play in all the three
phases. [t plays a major role in the purchase phase.

3.2.2  Significance of Personal Selling
It is important 1o understand the significance and objectives of personal selling effort in
overall scheme of Marketing. More specifically it helps in the following manner:

i} Personal Selling Implements the Marketing Strategies
Whatever the Marketing Strategy of the company, it has to boil down to strategic
communication, targeted at customers or prospects. The person whe communicates
with the prospects is the sales representative, though different companies attach
differeni designations to them. It is the salesmanship of that sales representative
which brings orders, the 1angible results, to meet the marketing objectives.

ii) Personal Scliing Brings hMaoney to the Company
It is the personal selling which collects money from the customers and brings it to
the company. While other components of an organisation are “money-utilizing'
components.

iii) Personal Selling Makes the Organisation Known -~

All organisations are known io (heir customers through their sales staff, in every part
of the market. Such companies invariably, do not advertise. For example, companies
engaged in industral produgts marketing or marketing pharmaceutical do-not
adverlise much. Even in corpanies, which adventise, personal selling carries the

same significance, as the sales representative creates goodwiil for the company. . )
. : 29
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iv) Personal Selling Mainrains and Creates Customers
The sales representalive is the best overall manager of lus territory. He has the
responsibility of mairtaining the current business. as well as developing it He

meets these objectives by maintaining existing customers and dcvc]opmo new Ones
at the same 1ime,

v) Personal Scllmg is n Source of Feed back
A company is known af the market place through its sales rcpresentatwes which the
company also knows the mark®t place through the its representatives. That is why
the field sales personnel are considered to be an excellent source of market
information,

vi) . Personal Sclling Makes New Products Successiul
It is through the personal selling effort a sales-representative is able 1o provide
adequate information on new producis to prospective cuslomers. Personal selling
effort also ensures the availability of he product in the market place. widely as the
sales representative has developed 1he relationships with the trade, i.c., retalers,
wholesalers and other middlemen, The sales representative provides the information

lo the company on customer’s response 10 a new product and the.compentor’s
activities.

Thus it can rightly be said that an organisation sees and hears through (he personal selling
cfforl. Sales-representatives are the cyes and ears of an orpanisation.

33 THEORIES OF SELLING

Before we discuss the actial process of selling, let us understand the tiieories of selling. Thele
are ihrcc main theories of selling, which arc as follows:

. AIDAS Theory
® Right Set of Circumstances Theory

®  Buying Formula Theory
3.3.1 AIDAS Theory

This theory is based on the premise that during a sales presentation, the prospect consciously
goes through five different stages. These are ATTENTION, INTEREST. DESIRE. ACTION
AND SATISFACTION. In fact the name of this theory has been derived from the 1nitial
letters of these five words. The proponents of this theory believe that the sales person should
design his presentation in such a manner , which takes care of all these stages of the process
of selfing. The details of five compenents of AIDAS theory are as follows:

Attenlion

The sales person should attract the prospect to his presentation before he actually goes into the
details of the $ame. This is to ensure that the prospect becomes receptive to the presentation.

Let us understand the need for securing attention, We would all appreciate the fact that
usually the prospect may be busy in his routine jobs or his daily assignments. Thus, before
meeling the sales person Lhe prospect’s mind may be involved in somelhing other than the
tepic which even remotely does not concern the product, about which that the sales person in
going to talk aboul.

Unless the sales person involves the prospect’s mind in the presentation his total effort may
go unnoliced or unregistered. Drawing the propect’s atuention, therefore. tantamouat 1o
disseciating him from other assignments and involving him in the prescntation, both
physically and mentally, so as 10 gain maximum from the sales meeting.

Interest

Once the sales person has successfully gained the prospect’s attention, he/she should
maintain the interest of the prospects throughout the presentation. In other words. the sales.
person should ensure that the prospect remains glued to his presenlation throughout its length
and that he does not wander away from the same. The sales person should be aware of the
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mteresi, likes, dislikes, attitwie and molivation of the prospect and should proceed with the
presentation, keeping in view all these factors.

Desire

The next step in the sates process, as per AIDAS theory, is to creale a strong desire in the
prospect’s mind to purchase his product. The sales person should consciously try to bring the
propect into this stage of readiness to the point of buying his product. He should concenirate
on projecling the benefits of his product to the prospect. He should go even to the extent of
presenting benefits according to the motivation of the prospect. .

The sales person should also be prepared to anticipate the resistance to his'sales presentation
in terms of objeclions or questions from the prospect. Not only that, he should be prepared
with several answers and explanations to the anticipated objections.

Action

Once the sales person has been success(ul in taking his prospect through the three stages, as
discussed above, he should induce the prospect into actually buying the product. It would be .
interesting for us to understand that even aller going through the three stages of attention,
interest and desire, the prospect may still have some doubt or some inertia which will stop
him {rom taking the final decision of actually buying the product. Hence, it becomes an
tmportant task of the sales person (o help his prospect in taking the final decision.

At times, we ourselves also experienced that inertia, as a prospect. \We might have liked the
vacuum cleaner of Eureka Forbes during its presentation at our home by the company’s sales
person. He might have answered all of our objections quite satisfactorily. It is now upto us lo
take the final decision of placing an order to the Eureka Forbes® sales person. But we keep on
thinking whether to go for the same or not. Try to recellect, what the sales person told you at
that ime. He must have said, “Sir, should I send the machine tomorrow or today?” or * Sir,
we also have an attractive {inance oplion whereby you can pay in instalments." or “Sir, only
for you I can ask my sales manager for a 10% discount on the billing price,”

As we have observed, the sales person tries to push us into a situation 1o take a decision, And
he has exercised the technique of closing very skillfully. This is what is expected of a sales
person in this stage.

Salislaction

Once the prospect has placed an order, the sales person should ensure that the prospecr carries
the impressions of having taken the right decision. He should always thank the prospect and
even go to the extent of saying, "I appreciate your choice sir, you have taken an excellent
decision". . ’

The sales person should also ensure that the delivery of the order takes place within the time
frame and all other promises are kept, regarding installation, free servicing, etc. Moreover,
the sales person should try to keep in touch with his prospects and should keep cnqulrmg
about itie efficient performance of his purchase.

3.3.2 Right Set of Circumstances Theory

The advocates of this theory opine that all the circumstances, which led to the sales were
appropriate or “right” for the sales to have taken place. In other words, if the sales person is
successful in securing the prospect’s attention, maintaining his imerest and inducing his desire
to buy the product, the sales will result. Moreover, if the sales person is highly skilled, he will
take control of the presentation, which would lead to sales.

3.3.3 Buying — Formula Theory

- In the.earlier theories, emphasis was laid on the sales person or the seller. In this theory the
emphasize is on the buyer. This theory emphasises on the needs or problems of the buyer.

. The sales person assist (he buyer in finding an appropriaie solution to the problem. This
solution may be in teoms of a product or service.

Sules Process
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The Buying - Formuia theary is based on (he analysis of the sequence ol events that gees in
the buyers” nund during the sales presentation, Thus, the theory emphasises on the factors
internal o the prospect and the factors, which are extemnal, ke., influence of the sales person

on his prospect's decision to buy his product. The theory is based on the presumption that the-

sales person will take care of the exiemal factors.

The seqence of events in a prospect's mind can be represented as :

Needs o | Solulion ) Purchase
. | _—__>
There are all the chances that a continuous relationship will develap between the prospect and
the sales person. As a result of sales, the satisfaction will also come in the scquence, ' This
sequence can be presented as: '

Need piSolution pl Purchase | pf Satisfaction

Furthermore, whenever a need is feli, the solution is evailable in the form of a product or
scrvice or both, A producl or a service, belongs to some maunufacturer or a marketing agency,
The product, service or the manufacturer may also have a brand nanie.

For example, if somie one is fecling hungry, he/she has a need. The solution lics in [ood. So
the sequence of events in his/her mind will progress from need (hunger) 1o solution (food).
The next step will be “What food,”, whelher it is Indian. continental, or Chinese. This step

will ensure the decision on the product (fast-food). Now the person will think about the brand -

in the fast-food category. It may be Narula’s, Wimpy's, Chotiwala’s, Udipi’'s, etc. On tzking
this decision about the brand the person will purchase the food. His satisfaction or
dissatisfaction will depend on the delivery time, faste, quality, seating space, ctc.

This sequence of events may thus be represented as :

Al

Needs P Solution —»  Drand B Purchase ]
Name i

Satisfaction
- Dissatisfaction

In practice, most of the sales presentations or the personal seiling efforts are based on one or a
combination of these theorics. :

3.4 PERSONAL SELLING PROCESS

In order to have a better grasp of the subject under discussion, we shall one by one discuss
each of the following stages of the personal selling process:

Prospecling

Preparation to meet individual prospects
Making the presentation .

Maintaining the interest and 10 arouse desire
Fielding the objections

After sales service
3.4.1 . Prospecting

Prospecting is the first and the most important component of personal selling. Prospecting
consists of identification of potential customers and then to rank them in order to select the
customers with the purchasing power and the authority to make the decision, to buy the
product. .

To he more productive, the sales personnel should plan as many of their activities as possible.
In other words, they-should always do the proper home work in order to utilise their time in
the marketplace, more productively. Hence, they should plan their travel and call-schedules so
as to spend maximum of the available time on meeting their customers. Moreover, the time

available 10 the sales personnel should not be wasted in making an effort 1o convince those
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people about their preducts. who ¢an not buy them. Thus, the planning which involves
eliminating non-productive calls. is known as prospecling,

It gacs, without saying that the titne available should be spent on calling-on potential buycfs
rather than on non-buyers. The sales person who practice 'prospecting’ ultimately emerge out
as more productive than others. '

In a nur shell, the resuli-oriented prospecting is a two step process, Firstly, the identification
of potential customers and secondly, the process of selecting / ranking them.

L]
Identilication of potential customers can be done with the help of Sales Manager who has
earlier handled the territory or has a good knowledge about the territory. Tt can also be done
by collecting the list of prospects from trade associations, or by looking at the directories of
individual customers' associations. The respense to advertising (response coupon) other
companies’ sales personnel, and meeting in general, the poteniial buyers, are some other
sources of potential cuslomers.

Ranking of the identifted prospects can be ackieved by contacting the customers' present
relationships at the market place. For example, a car manufacturer can find out about a
customer from Citibank, in case the customer is alceady a Citibank card member. The
objective of cuslomers ranking is 10 avoid these customers, with limited a requirements of

the company's products, .

Lotivity s

Yoo are the Suies Manasei of | congpuany marketing consumer appliances. Enumerate various
sovreer that vou ean loek for enlisting the potential prospects for your products.

3.4.2 Preparation to Meet Individual Prospects

Before meeting a selected customer, the sales person should find out as much as possible
about the same, In case of an organisation as a customer, the sales person should know what
products the organisation is currently using and how his product is better than the one already
in use. The sales person should also find out what is the purchase procedure in the
organisation and what is the total budget earmarked by thar organisation, for his kind of
products. The sales person should also try to find out personal likes and dislikes of his
prospective buyers so as to tailor make his presentation to suit the prospect. The sales person
should also have a clear ideas about the questions that the prespect may ask se as to prepare
himself to face them.

Now, the sales person is ready to contact the prospect and to make the presentation. It should
be borme in mind that the sales person should take a prior appointment with the prospect so as
to exercise a good time management. By doing so, he can save on his as well as the prespect’s
time. . .

3.4.3 Making the Presentation

This is a very imporiant component of the total pracess of personal selling. In essence, it
amounts to using all the information, knowledge and skills of the sales person, so as to
actually make the sales. In this stage, a sales person draws ATTENTION of the customers,
holds INTEREST in his offering, builds the DESIRE for his product and {ipally stimulates his
customer to take a favourable ACTION towards his product, i.c., the prospect purchases his
product. As discussed in the theories of selling, it involves implementing the AIDAS theory

. of selling.
3.44 Draw Attention

Tlie prospects, attention can be drawn by asking a creative question, or by pointing out a
stanling new fact about the product. By finding out the actual need of the customer and then

Sales Process
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phrasing the question in such a manner that it actually tells the cuslomer that your praduct can
meel the prospect's needs. .

For example, if a printer {customer) i$ looking for a printing machine, which prints at double
the speed of his present machine, the sales person can ask “Are you looking for a prinring b
machine which prints at 600 prints. per minute at the cost of 300 prmts per minute of the
currenlly available machine?"

A sales person, of a company marketing medicines, can ask a [ady doclor who is looking for

T T

an antibiotic which is safe during pregnancy may ask lhc prospect,. “are you in need of an
effective antibiotic which is also safe in pregnancy™? :

This technique of asking queslions to the prospects with the objective of drawing hisfher
attention to the salesman’s presentation is called the technigue of probing. As we have
observed frem the types of questions cited above that the prospect can answer such questiops
in "Yes' or "No' (one word answer), Therefore, such probes are known as CLOSED PROBES.

Though these questions help 1o draw the prospect’s atiention, these are not as effective as the
questions, which give an opportunity to the prospect to come out with his real problem /
needs/ requirements, Such probes are termed as OPEN PROBES.

The examples of such probes can be a sales man selling printing machines asking a prospect, ;
“8ir, how da you feel about the prinling machine which prints 360 copies per minutes?”
Another example of an open probe can be a sales person from a pharmaceutical company L
asking a [ady doctor “How would you react to the safety of currently available antibiotics.
specially during pregnancy?” - :

As we can jmagine such open probes will draw better atiention of the prospects than closed :
probes. Not only that, the prospect will also be more interested in the salesman’s offering due :
1o an open probe, because the prospect has spent some time thinking about his/her problem
while answering the salesman’s probe. Thus, at times, an open probe is better than a closed
probe in drawing the prospect’s attention. '

3.4.5 Hold Interest and Build Desire ,

After drawing attention the sales person should hold the INTEREST of the customer in his
sales talk, Here there is no set pattern. Also there is no choice other than actually '
démonstrating the performance of the product. In such instances where the sales person can't
demonstrate the performance of his product, he should creatively use various audido-video
media to hold INTEREST of the customers. In a large number of cases the sales person uses
various promotional inputs like literatures, gifis, visual aids, voice modulation, pitch, tone,
body language, cic., to maintain the INTEREST of his customers in his prcscnlauon or the
sales ralk, ‘ .

REURLEL oot e

While making the presentation, the sales person uses various presentation inputs like
brochures, literatures (as stated above). What should be emphasized here is that these inputs
are just the promotional inpuls, or the sales aids. Obvicusly they have no effect without
proper use and effedtive handling by the sales man in presence of the prospect. Their
effectiveness can be best utilised by a'sales person possessing the requisite skills to use these
presentation inputs, and without these skills they are mere objects.

f
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So, what are the skills required for effective utilisation of these presentation mpul.s with the
objective of holding the interest of the prospeci? The skills are :

excellent communication ability

good command over language

.
.
®  excellent knowledge about the product and the cornpenlors product -
®  ability to keep the presenlatlon coherent ’
® good public speaking ablllty -

.

ability to win the customer by understanding his/her-needs - -

1

Morceover, before he goes to make the presentation to the prospective buyer, the sales person
must rehearse his complete presentation, several times at home. This will go a long way in




wenlcanung the necessary confidence in the sales person, which i wrn, will help him in
clinching the deal or getung an order.

The desire of a customer can be built by emphasising on those benefits of the product, which
feet a customer’s present needs, and promisc the cuslomer his value for money. For example,
emphasising on high mileage per litre of petrof can arouse the desire of junior level exccutives
to buy a fuel-efficient automobile. As we know, junior exccutives are comparatively less paid
and an cconomical vehicle can be one, they are looking for.

In other words. the sales person should translate the features or atiributes of his product into
the benefits that the prospect is going to desire. The prospect is not interested in the features
or atributes of the product. He is only imerested in benefits and how the product is going 10
make his life beter. For example, the aluminium engine in Maruti Zen car is a feature of the
car. It makes ihe car lighter in weiglit and hence more mileage per litre of -fucl is the benefit
to its owner. The use of a Super Hom speaker in Samsung colour TV is only a feature, The
benefit to the owner is a better quality of sound and a stereo effect. Similarly, a medicine
works 24 hours in the body, is a feature. The benefit is that the medicine has (o be taken only
ence in 24 hours by (he patient. This is much better than a medicine which werks for § hours.
and has to be 1aken 3 times in a day.

This is the magic that translating fealures into benefits can create, It is an essential aspect of a
salesman's functicning in the 101al [ramework of the selling process. The objeclive is 1o
creatively cstablishes a desire in the prospect for the product.

Avtivity 2

Look lor varnous brands ol colour TV's in your area and list their anributes. Convert these
aribules into pelential benefus for the prospects as i you are the Sales Manager [or these
brands.

3.4.6 Sales Resistance

This part of the selling process is also a very important pagt. [t concerns with the resistance
that the prospect exhibits during a sales call. Even afler proper prospecting, preparation to
meet each individual and making a winning preseniation, the sales personnel can face some
resistance from the prospects. Such a resisiance may be exhibited, typically, in terms of
obicctions. The objections are the sincere or insincere reasons put forth by the prospects in
order to circumvent or the culmination of a sales cali into the actual purchase. An objection
requires a tactful handling by the sales person at its best. Otherwise, it can spoil lhe sales
person's total effort in securing an order. The sincere objections are the real objections or real
reasons put forth by the prospect for not buying the product. Insincere cbjections, on the other
hand, are the imaginary or unreal objections.

A few examples of real objections are, "I have no surplus cash at the moment to buy your
product. though I am cenvinced about its utility”. **I have recently boughr a similar product".
Sincere objections can also be put by the prospects to gather more information about the
product, like, “What will you guarantee about the product”, or “How quickly your service
network responds.” or “How much time your service personnel usually take to artend
complaint.”

The examples of insincere objections are “Why did you po for a green colour cough medicine,
had itbeenred. [ would have purchased it,” or “The weight of you printing press is a more, |
do not think our floor can acconunodate its weight.”

3.4.7 Meeting the Sales Resistance

An objection indicales that the customer has attentively listened to the presentation and he
sales person has been effective upto this siage. However, in order to hand ‘hicctions
effectively, following objection handling system can be applied:
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ii)

ifi)

iv)

iv)

Listen to Objections : Usually the sales persons do net treat customers' objections

. as opporlunilies. They treat thent as customer's resistance. In protecting themselves

from such a resistance, the sales persons leap on an objection even before the
custorner has completed the same. However, the sales persons must listen to the
objections very carefully. Otherwise, if he is not a good listener, he may
inadvertently jrritate his customer and may lose a winning sales. Moreover, a careful
listening will also give an opportunity to the sales person to analyse the objection.
whether it is sincere or insincere. Accordingly, then he can  handle (he objections.

Ask for Details : If the objection is not clear to the sales person, e should ask the
customer to elaborate on his objection. Here the sales person must avoid sarcasm and

" have patience. If nothing else, this technique will give more time (o a sales person 10

think how to utilise the opportunity.

Answer the Objection : More often than not the sales persons who have good
knowledge on their product, comgetitors' products, and customers, can answer the
objeetions, effectively. All objections are questions and only a knowledgeable sales
person can provide the answers.

After having carefully listened to an objection, and having analysed it, the saies
person should answer it politely but {irmly. If it was a sincere abjection like "1 have
no surplus cash to purchase your product™ and if the sales person has a finance
option he can answer “Sir, in that case we can provide this product to your on a
deferred payment plan or an instalment plan.” To a details-gathering question, like,
“How quick are your service personnel to attend to a complaint™, the sales person
should answer “Sir, | appreciate your concern about a quick service. Sir. [ may
inform you that we have one of the larpgest fleet of mobile service controls, As soon
as, your complaint is registered at our central complaint eell, it is communicated to
the mobile service centre of your area, to immediately attend to your complaint,™

The sales person should be sure about the truthfulness of the information being
provided to the prospect in response to his sincere objeclion. The sales person should
not give wrong information to the prospect under the lure of securing an order. If he
doces 5o, he may secure this order but he will tose a customer for future. Not only
that, he will also lose his face and his organisation’s name. There is a p0551blhly thart
you can also be caught telling a lie or exaggerating the facts:

While answering an insincere objection, the sales person has to exercise more of tact
than depending on his knowledge. To an objéction on green colour of cough syrup.
the sales person may answer, [ appreciate your taste for colours and I also feel that
the product should have been in red colour. But our marketing executives conducted

“a marker survey in which the same preparation was shown in various colours to
various doctors and most of the doclors liked the green colour. That is why our
organisation decided for this colour.”

Confirm the Answer ! An effective sales person should not leave the objection by

- answering it. He should eonfirm whether the customer has understood the answer or
not. The customer may have missed the point. He might have been thinking of
something else at that point of time. To confirm the answer, a sales persen can ask
the customer. in specific statements like: “Now thal’s settled entirely, isn’t it?" or
“That solves your problem with {my brand), isn't it?”

Immediately go to the Next Step : Afler the answer has been confirmned with the
prospect, the sales person should move on to the next step of personal selling process
and that is to close of the sales call.

Aclivity 3

*“Objectivns are the opportunities for a sales person to culmmau. his sales presentation into an

ordcr

Critically analyse this statement




3.4.8 Closing the Sales

Closing’ a salés is nothing but helping prospects to-take .decisions. Unlessa sales person
bases his actions on this understanding he would bé wying fo build success on false premises.

Let us recognise the fact that usually the prospects have an innate feeling to oppose the
decision 10 buy a product. Even afler {he excellent presentation, and ‘effective handling of his
objection by the sales person, the prospect may mentally try to'dissociate himself from . -
placing an order, not because of 2 valid and sound reagon but just because of that innate

. feeling to oppose the decision of buying a product, Unless the sales person manages to pus.h' -

these prospects into taking the decision to buy his products, he can remain without getiing an
order. A sales person skilled in the technique of proper closing just does that. He pushes the
prospect into a buying decision. . .o

These are some well-tried and tested techniques for cffeclively closing the sales, Some of
these arc: :

T
|

Alternate - | The Sales person asks the customer to choose from the two options.

Clasce
Sales person :“should I send you two boxes of 50 bottles cach (of a
cough syrup) or one box of 100 bottles™

Customer "One box of 100 bottles would do.”

Sales person “Sir do you want the refrigerator to be delivered a1 your
residence in the moming or in the evening. - |
.| Customer: Only date in the evening,.

What has ltappencd? The custorner has actually bought your product.

|
|

Summary . | In this tvpe of a close. the sales person summarizces all his preduct

Close benefns and asks for an erder.
L i .
¢ Picuure
Close’ Here the sales person tries to imprint the band niame more firmly in

'i
|
|
!
?

prospect’s mind and at the’same time asks for an order.

Sales pcrsoh ““Sir, you know, our company bas products with the
brand METRO But for ceiling fans. it reads in the reverse order,
that is ORTEM. Isn't it interesting?” ’

Customer: “Yes that is intercsting. Please send me two set of fans™.

-Apari from these types of “closes” an effective sales person should also remember two more

important charactéristics of the "close'.’ Firstly toclose with empathy and secondly to close' _ -

through their eyes. A sales persort should sincerely trydo make his custornet believe that he
1s making a good decision in buying vour product and that he actually needs your producl. As
a matler of fact. an average person-can not make decisions about investing in anything
without help. It is this help which should be provided by the sales persons. This is the rational
to close with cmpathy. c '

A sates person should see the benefits and features in his produci from his potential

- customer's vicwpoint. He should also sec the limitations of liis product through his
" customer’s viewpoint, 1e should close on the benefits, which his cuslomer gets. This will

35 SUMMARY .. . - - e

help a sales person improve his credibility in the cyes 6f his customers which in tum will not
, only get him this sales but also get him a promise of futre siles 1o0. T

- B - . _ - e

N - . - '

Personalselling is-an important component of ovcrall marketing efforl ol an organization
The association of personal selling in total scheme of things in the overall view of marketing

Nales 'rocess
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2.

is that 1t is an important component af Promotion Mix". which in . is ene of the
constituents of " Markeung Mix',

.csignificance in total'markeling effort can't be underestimated as the Personal seliing
implements the marketing strategies, brings moncy to the company, makes the organisaiion

know, mainains & créates customers, makes new producis successful and works as a
feedback source.

The personal selting process is a scientific process invalving the creative utilistiaon of various
steps like prospecting, preparation to meer individual prospects, making ihe presentation, and
meeting the objection to closing the sales. It is the creative implementation of the concepts of
drawing attention, holding interest, building the desirc and stimulating the action. which .
makes the presentation very cffective,

An effective sales person should close a sales presentation when:
.

The customers have mosily been listening. and suddenly s1art asking # lot uf gquestions.

®  When (he cuslomers favour an aliernale close,

®  When the customers give a positive stimulus at the neln time.,

This completes our discussion on the process of personal selling. [t goes without saying that a

sales person whe practices various steps of this process, sincerely and diligently. would
definitely beconic an ace uales person. :

3.6 SELF-ASSESSMENT QUESTIONS

1. How does Personai selling relawe 10 the markeung function of an organisanion.

What are the various theorics of personal selling. Cempare and comrast them with each
other. ;

3. Whatare the various steps involved in the sales process. Discuss briel. the importance of

© each, :

4. Iuis said that closing a sales call is imporiant, like the other steps of the sales mleraction.
Discuss.

3.7 KEY WORDS

Prospect : A potential customer with not enly the need for the product but also the
purchasing powecr and the authority 10 make the decision.

AIDAS Theory : . Itis suggcsts that the prospect gocs through five different stages of
Attention, Interest , Desire, Action and Satisfied during a sales presentation.

Buying Formula : It emphasises the needs and problems of the buyer and suggests that the
sales persen must assist in finding solution to those problems.

Probe : A rechnique of asking questions to be prospects witly the objectives of drawing his
auention 10 be contents of salesman's presemation is called probing.

[r response 10 the question the prospect can answer in specific words (like 'yes or 'no'). such
probes are called closed probes. .
Those questions which give an apportunity 10 be prospect 1o comie out with real prablern,
needs. requirements etc.. are called open probe.

3.8 FURTHER READINGS

Allan L. Reid, Modern Applied Selling (New Jersey . Prentice Hall, 1996).

Frederic A. Russcl, Frank H. Brach. Richard H. Buskirk and Bruce D. Buskirk Selling
Principie and Pracrices, (New York: MeGraw Hills, 1993). ’
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UNIT 4 COMPUTER SYSTEMS AND
APPLICATIONS IN SALES
MANAGEMENT '

Objectives
Aller reading Lhis unit, you should be able to understand :

® Role of Sales Management

®  What information is needed for the execution of an order

® [low (o obtain the needed information

®  How to design a computerised system for Sales Management

® What types of analyses are possible using the Sales Management System
Structure

4.1 Introduction — Role of Sales Management.
4.2 Organisation As an Information Processing System
4.3 Why Computers
4.4 Execution of an Order — Stages Involved
44,1  Vetling for Technical Details
442 Velling for Comnercial Details
4,43 Information and Co-ordination for Excculion
444  Delivery of Goods to the Customer
4.4,5 [nsuallation af Goods and Collection of Payment
4.4.6  Sguaring up of Accounis
4.5 Information Sought from Sales Management
4.6 How 1o Obhain Information for a Sales Management System
4.6.1 Faclors Responsible for Incomplcieness in Customer Order
462 BDI-Whatis it
4.6.3 Advaniage of BDI and its Numbering
4.6.4 Informavion Given in a BDI
4.6.5 Qther Informations ’
4.7 How Does a Computerised System Work
. 4.7.1 Processing an Order (Manual}
472 Processing 2n Order - Through Computerised System
4.7.2.1 TRecord. File and Staws
4.72.2  Computerisatron of Status
4.8 Uses of Computerised Sales Management System
4.9 Summary
4.10 Key Words
4,11 Sell-Assessment Questions

4.1 INTRODUCTION — ROLE OF SALES
MANAGEMENT

Functions of Sales Management in an organisation are two fold. On one hand, it acts on
behall of Management and scrutinises the orders picked up by the sales teamn and, on the other
hand, it acts as the principal agency of the Sales team which executes the orders by co-
ordinaling among various departmens and agencies.

Normally in an organisation, a separate deparlment is created and is given the responsibility
of vetling and exccuting orders and for co-ordinating with all related departments. Because of
the administrative nature of thesc activities, this department, a1 times, is called “Sales
Administration” as well. . .

Aclivitics that come under the purview of this department are the following :

- Vetting of an order. both technicaily and commercially

- Qbuzmwg the items ¢ services Lhat are required to be delivered to the customer.

IR
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Sales Manapement:

DBasic Functions

Aclivities that come under the purvicw of this department are the [ollowing :

- Velting of an order, both technically and cgmimercially

- Obtaining the items / services that are rcqifirt':’d to be delivered 1o the cusiomer.
-+ Delivering items / services 10 the customer i.c. logistic.

- Orpanising installation / erection / testing of the items suppllcd

- Invoicing
- Conirolling Bills Receivables, -
Bezcause of the central position that this department occupices in an organisation. it is given
additional responsibilitics of :
- information / feedback system;
- implementation of incentive schemes;
- doing various analyscs like :-
s farget vs achievement analysis,
s region-wise saies analysis,
*  sector-wise sales analysis, -
= profit analysis,

s age aualysns of outslandmﬂ / bllls 'ccewabic and
L ]

4.2 ORGANISATION AS AN INFORMATION
PROCESSING SYSTEM

Alhough the overall objective of an organisation is 1o generate sale, ali functions performed-

in the achicvement of this objective can be viewed in the nature of informations exchanged
thereby making il an information processing system. Each depurtment of an organisation
receives or seeks informations from various sources. processes the information and acts
according to it and then provides the requisite informations to other relevant / connected
depaniments. This interconnection forms a complele loop. A schematic diagram of this
intercounection for ex¢hange of information has been given in fig. 4.1

Figure 4.)
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The sehemuane dizzram of a particular organtsation may vary depending upon the vatwre of Cumputer Sy stoms and

business, size and 1ype ol organisation and Lhe practices being followed in the organisation.
Specific details ol infornation to be exchanged between varipus depariments would also be

Applicalivns i Sules
Managenient

determined by the above mientioned lacrors. However, for understanding how this Kind of
syslem works, we shall take the example of fig. 4.1 and examine the kind of information that
is exchanged between various departments of the organisation. Results of the examination are

riven below ;

Informations Exchanged Between Departments

From

To

Information Sent/ Sought

Customer

Sales Office

Sales Office

Sales Adm.

Sales Adm.

Sales Ollice

Customer

Sales Adm.

Sales Office

Warehouse

+ Enquiry about a requircment
+ Decision for purchase (through

Purchase Order)

- Intimation on release of payment.(by releasing

cheque) -

+ Query on status o Order

- Price, availability & terms ol sale (quotation)
- Acceprance of customer MO,
- intimation of despatch of goods

from govdown.

+ Advise on status of the order

* Intimation of receipt of Order
+ Advice for execution of Order
- Information of annual/

quarlerly * monthly plan

- Any complaint from customer

which is to be handled by Sales
Administration

- Acknowledgement of

receipt of an Order.

- Acceptance  or olherwise

of the Order.

- In caseof non acceptance,

reasons for non acceplance,

- In case of acceplance

likely dare of delivery 1o customer.

- Intimation of despaich

to the customer,

- Feedback on cuslomer

complainis

- Inventory status.
- Qutstanding  Bills Receivables.

+ Advice for despaich of goods 10

the customer

- Seeking information on

availability of goods

- Seeking informarion related 1o a

customer complaint

- Warchouse Sales  Adm.

 Intimation  of  despatches
10 cuslomers

- Advice on inventory  slanis

41
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es Management:
sic Funrctions

Sales Adm

Factory

Warchouse

Factory

Warehouse

Warchouse

Transporter
Transpornier
Customer
Factory

Fact(.er

Purchase

Factory

Sales Adm.

Accounts

Warchouse

Factory

Transporter

Warehouse

Customer

Transporter

Accounts

Purchase

* Supplier

» Informations  related 1o
customer complainis

+ Information of annual / monthly /
weekly requircment (Planning)
- Information of additional requirement.

- Information oun the projections by the factory on

supply / replenishment of goods to the
warchouse, .

* Information regarding any deviations: from
projections  aboul  supply / replenishment of
goods to warehouse, -

* Information  on the pgoods already
made available 0 the wareliouse,

- Information that goods have been’

despatched to customer (through a copy of
invoice) '

* Programme f{or despatch of goods 1o

warchouse

 Intimatien of aclwal despatch to the

warchouse.

- Seeking  information on  status of

goods expected / required {rom [aciory.

+ Acknowledgement of receipt of goods from [actory.

- Advising Transporter that material is available

for despach.

- Informing Transporter details of poods &  destinati

for despatch (through invoice/challan/gate pass.

+ Advising Transporter how freight,

insurance and octroi would be settled.

- Advising despatch particuelars ( GR no., date)
- Advising details of actnal delivery (Proof of delivery)
- Informing on any problem faced in

delivery of poods.

- Advising delails of gocds that are being -

Delivered ( through invoice / challan / gate pass etc.

+ Acknowledging that material has bee

received. -

+ Advising details of discrepancies naticed, if.any

Advising goods given lo the warehouse.
advising goods that have been received
(rom supplier of raw material.

+ Advising requircments of material,

* Advising suppliers the details of

malerial required 1@ be supplicd 1o (he
[actory or warchouse.
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- Advising pavmenis  having  been Computer Systems and
Appleations in Sales

released azainstmaterials supplied,
Management

Supplier Purchase + Advising the schedule for supply of material
1o factory / warchouse

- Advising details ol acrial material supplied
1o [actory / warehouse.

Purchase Factory + Intimation of the details of orders released
on suppliers.
+ Advising the status of the supplies
scheduled.
Purcnase Accounts - Intimation of the details of orders released
on suppliers
- Intimation of the payments required for suppliers.

Accounts Purchase - Intimation of paymenis released o suppliers.
- Intimation of" why a partcular payments
cannot be released o the supplier.

Accounts Sales Office - Intimation of payments not received from
CUSIOMers.

Sales Office Accounts - Inrimation of paymens received from
Customer

- [ntimation of expectation of receipt of
payments {rom customers.

Personnel Staflf + Intimation of salary accrued to them (pay
slip} .
Personnel Accounis - Advice for releasing salaries to the staff
Accouns Personnel - Advice that the salaries have been released
) to the siaff
Accounts Staff - Advice that the salaries have been released.
Activity 1

Develop a flow chart of sales informalion system in your organisaties.

4.3 WY COMPUTER

Traditionally, exchange of information had been done manually and through paper - letters,

purchase orders, quotations, memos, notes, reports etc, This method though, comfortable in

traditional sense, has its own limilalions, some of which are :

®  Paper is bulky and messy.

&  Paper 1s open to loss, abuse and damage.

*  Paper is costly in itsell and with respect Lo associated working time, cquipment and
furnimre.
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44

®  Manual method is sequential, a paper cannot be examined simullancously by more than
one petson, and making copies and distributing it is costly, time consuming and slow,

®  Collection, sorting and analysis of data is time consuming and slow.
® Storage of data and retrieval subsequently is costly and time consuming.

Computers provide an alternate method of storage, exchange and analysis of data.

A single workstation computer can provide not only a cheaper and convenient method of
storing data, but also-simultaneous viewing, processing, sorting and analysis of.data by
several departments and individuals. It also brings about transparency of operations, and
objectivity and uniformity in presentation of information. '

But before \ve do that, we shall find out what “Informations” are needed for execution of an
order in 4.4 and in 4.5 we shall see what kind of Informations are sought or likely © be
demanded from the Sales Administration department. In 4.4 we shall see how information is
collected to meet this demand and in 4.7 we shall sce how information is stored, processed,
transmicted and provided to the user departments using a computer system,

44 EXECUTION OF AN ORDER — STAGES INVOLVED

Execution of an order invoives going through several stages. Each stage would have several
activities. Who does what and ihercefore the exact sequence of activities would depend upon
the nawre of industry as well as on the type and size of erganisation involved. Some ol the
aclivities may be concurrent, others are done in a predetermined sequence. ’
Nevertheless, there are certain stages which a purchase order goes through. These stages are
common 10 most of the industries. These would be enumerated and discussed in next sections.

4.4.1 Vetting for Technical Details

Normally, the person who front-ends with a customer, negotiates and obtains the order, is not
the person who actually has to deliver the goods against the order. In such a sitation, there is
high probability that a sales person through genuine mistake or ignorance or enthusiasm
commits to supply an item or a combination'of iterns which may not be possible technically or
possible at a ve.y high cost. Often such mistakes are discovered too late for going back 10 the
customer for rectification. d

Such situations are frequent in I. T. industry.

Therefore, before an order is accepted for execution, it must be veted for teclnical details by
competent people.

In a subsequent section, we will discuss liow such mistakes can be avoided.

4.4.2 Vetting for Commercial Details -

Commercial reasons are the most frequent cause of delay iz execution of an order. Thc
reasons are either omission or inadequacy in the customer order of the details / informations /
documents needed for execution, in the customer order. These omissions or inadequacies may

also affect the profitability of the operations. Hence a careful vetting of commercial details
before acceptance of an order is a must.

These details would vary depending upon the nature of business, type and size of selling
organisation as well as the buying organisation. Some of the details, which are commoen to all

.purchase orders are discussed below :
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INSTRUCTIONS

as contractual abligntion.

ITEM WHAT TO CHECK WHY TO CHECK

1) PRICE 1) What ol are included in the negotialed price { 1) To calculate thepant of
Excise Duty and what all are the extra . the price that is retained by the seller,
$ales Tax 2) Whether Excise Duty, Sales Tax have been what it hasto give to government
Octroi . charged comrectly or noL Bgencies, transporter & insurance company
Freight & Insurance 3) Who bears the cost of Octroi, Freights, so that the contribution over costs
Packing & Forwarding Insurance & Packing & Forwarding, can be calculated.

. and how is it sertled. 2) To arrive 2t the value of liebilitiesto
government interms of excise duty,
. - sales 1ax, octrol.

2) PAYMENT TERMS 1)  Whether it is as per company policy or not. 1) To asses the probability of
Advonce 2) -Arethere clauses which may cause geding the payment in time, given
Credit delay in receipt of payment. the terms for releasing the payment
Mode-Cheque/ 3) Whether scllers interest have beeri 2) Todccide upon the measures
Draft/Document Protected  edequately or not to be taken o censure that payment
Through bank / LC 4} [If payment is by documents through i5 not delayed.

Cenditionality, if eny” for bank or by L/C, whether the name and
release of payment address of the bank of the custorner has
- been provided ornot,
5)  Are there any documents that need 10
be obtained / attached elong with the 1
invoice for realising payments ?
3) DESTINATION | 1} Which type of sales tax is applicable - 1) Toernsure that the movement
CST for LST- of ‘material to the destination is
2)" Whether eny octrai has o be paid smooth & all legal requirements
befare entering the locality for delivery. have been (aken care of.
4) Whether any sales tax form is requirad 2) To organise method of
“to be furnished for entering the state. If yes, reimbursement / paymenl of octred,
who provides the form & whar is the - freight, insurance and forwarding.
procedure.
4) What the modes are svailable for
reaching  the destination.
5)  Whal is the estimated cost of freight &
insurance. .

4) TRANSPORTATION 1} Has eny special packaging been asked 1} To decide upon the mosi suilable
Packaging for by the customaer. agency for the particular mede  less
Mode 2) What mode of tensportation has been the customer has specified the . ency
Freight specified by the customer-Air/Rail/Road. as well,

Insurance 3) Whether the customer has specified the 2) To find oul whether the

transporter &s well or not packaging demanded or being

4) Who bears the cost of freight provided is suitable 1o the mode of

5) Who bears the cost of insurance. transport  being used,

4) Has eny spesific agency beennominated by | 3} To assess damage / determinetion  due to
the customer 1o do insurance. likely period for which goods may be in

T) Is there a contact person at the transit or would be kept at
destination who is te be contacled at the sending / receiving ends eod in
time of delivery or in c.ascofapmblzm. recipients godown before utilisation, and
Address & tele na., both office & residence. to take adequate  precauticnary/

8) If the payment is by documents through  bank preventive IMCasures.
or L/C, & the transport does not have a
godown at the destination town, where
would the material be kept  pending
retirement of documents by the customer.

5} BILLING ADDRESS 1}  What is the address at which billing is 1} To take sieps for minimising

to be done. Is it diflerent than the delay in realising payment due to
destination of the material. communication gap between the billing

2} How many copies of invoices are to be address & despatch address.
provided 1o the customer & where all,

&) DELIVERY PFERIOD 1) What isthe date by which goods are 1) To assess how stringent are the delivery
PENALTY CLAUSE required  at customer end. . requivement and whether customer order is
LIQUIDATED DAMAGE | 2) Wheiher the goods are available. If not then by warth accepting or not on account of it

what dete the customer would actually
receive the goods.

1) Whatkind of edditional cost would have
tobe incurred if the order is executed  wilh
-delay.

4) What kind of additional cost would heve 10
be incurred if emergency measures ere
undertaken 1o supply the goods within the
stipulated time.

7. SPECIAL 1} Are 'there any special instructions end 1) To mssess whether these conditions are

condilions’ which are required to be  fulfilled scceplable or not, and how would it effect

execulion of order & realisation of
payments,

45
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4.4.3 Information and Co-ordination for Exccution

Vetting of the customer order may reveal certain aspects which render the order unexecutable /
unacceptable. In such situations, efforts of Sales Administration are directed towards converting
the order into an executable and acceptable one. Ways and means of doing "his would depend

" upon what is needed to be corrected. Some of the obvious methods are :

a) advising Sales Team to obfain from the customer amendments to the order,

b) obtaining needed documents / informations from the customer through Sales Team,
¢) secking clarifications form the Sales Team on points not covered by the order, and
d) holding discussions with in-house technical people for solving technical issues.

If inspite of the efforts of (he Sales Administration, the order remains unacceptable, the Sales
Team is informied to convey to the customer accordingly. On the other hand if the order is or has
become acceptable after the efforts of the Sales Administration, customer is sent information on
the acceptance through the Sales Team, and the order is handed over to the Warehouse for
execulion / despatch.

Next stage is to check the availability of goods at the warchouse to meet the delivery schedule
specified by the customer. In a majority of business situations, customers demand immediate
delivery, and therefore finished goods are required to be stocked. Even in cases where goods are
manufactured against customer order, normally there wouldn’t be enougl time to procure raw
materials and then manufacture and still meet the delivery schedule. In such industries, it is the
raw materials that are required to the stocked in advance. This means planning for material, This
planning is based on the projections given by the Sales. The projections are yearly, quarterly and
monthly in Indian scenario. In Europe and America, these prajections, as a rule, are weekly.
These projections are reviewed and raised petiodically.

Sales administration follows up with factory and / or Purchase for the items that are required for
stocking at the Warehouse as per the sales projections. It also gives requirements of additional
goods needed for executing orders on hand which may be over and above the sales projections.

4.4.4 Delivery of Goods to the Customer

The next stage after the acceptance of the customer order and the availability of goads, is that of
delivery.

Normally, a transporter is engaged to pick the malerial {rom the Warehouse and deliver the
goods. Most of the activities involved in this operation are derived from the terms and conditions
given in the customer order, and the warchouse is expected to adhere to it. And activities are as
follows :

a) Raising the invoice for goods to be despatched.

b) Harding over the goods as per invoice to the transporter.

¢}  Giving instructions to the transporter on contact person at destination and how the freight
and cctroi would be settled. |

d) Obtaining the GR/RR/AWB from the transporter as acknowledged of material handed over
1o him. :

e) Follow up with the transporter for proof of delivery at the destination.

f} Informing the concerned people / agencies / department about the despatch of the material.

g)  LUpdating the stock register and maintaining other records at the warehouse,

4.4.5 Installation of Goods and Collection of Payment

Once goords have been delivered at the customer end, the next activity is that of collection of
payments {rom the cusiomer. which at times may be dependent upon installation or completion of
cerlam formalities. Normally, the rolc of a Sales Administration department is to inform the Sales
Team and the team responsible for instaltation about the despatch of the material and the date by
which the material is expected to reach the customer, name, address and telephone number of the
person that is to be contacted at customer end and the purchase order terms and conditions
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according to which goods have been despatched, installations that have to be done and the Computer Systens and
payment that is to be collected, to enable them to co-ordinatc amongst themselves and do  their Applications in Sales
job. Sometimes this co-ordination job too is assigned to the Sales Administration. It all depends Management
upon how the seller company has been structured and what roles have been assigned to individual

departments.

4.4.6 Squaring up of Accounts

Once the payment has been collected from the customer, it is sent {0 the Accounts Department,
who in turn gives suitable credit to the customer in the books of account maintained by it , and
the account of the customer is squared up accordingly. With this, transactions related to a sale are
completed.

4,5 INFORMATIONS SOUGHT FROM SALES .
MANAGEMENT

It is essential to be aware, in advance, of the kind of in{formation / analysis (hat would be or
might be demanded form Sales Management System. It is this awareness that decides the kind
of information collected and stored by Sales Administration and the way the information is
organised in the computer system.

Normally following informations are sought from Sales Management System.

Dept. Seeking Information Information Sought

A) ON AN ORDER

1. Sales Executive . 1) Whether a customer order has been
accepled or not.

2) Reasons if the order has not been
accepled.

3) When the goods against an accepted order
will be despaiched,

4) - How the goods have been despatched
- ransporters name, despatch
document no., date of despatch, when
the material is likely 10 reach the
destination.

5} Invoice No. invoice date. *

6) In case of short supply, when the

shor age would be made good.

'B) GENERAL INFORMATION

1) Material which is available for
immediate despatch.
2) Delivery schiedule of various items.

Warchouse 11 Orders pending for acceptance - Iiems.
' Quality, Delivery Schedule

3.  Accounts - 11~ invoices which have been raised .
2) Time when payment agdinst invoic.s
may be received.
3) Sales Tax liabilities of the compar-
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4. Factory 1) Schedule of goods required - vearly /
- : quarterly / monthly ’
2) Orders pending - Itemn, Qty., Delivery
Schedule.

3) Inventory at warehouse

5. Top Management I' Target Vs Achievement-Total Region
wise, Sector wise, Item wise.
2) Target Vs Achievement - for in.dividuals.
3) Bills Receivable, Age Analysis ---
Region-wise, Individual-w'se.
- 4) Pending Orders --- Item-w.se, Value-
wise, Age-wise.
5} Inventory in Warehouse - slow moving,
dead stock and total 1, ventory.
6.  Additional Analysis Required "} Percentage of orde:s accepted without
any amendment.

-~ Time Analysis of + arious segments of the |

cycle : “Dates of - ustomer Order,
¢eceipt of Ordi 1, Acceptance of the
Jrder and Desratch of goods”.

3) wistribution <f delay in delivery

. vis-a-vis customer requirement.
Activity 2

What specific information is obtained from better salcs management, in your organisation,

4.6 HOW TO OBTAIN INFORMATIONS-FOR SALES
ADMINISTRATION '

We have seen that r.]:e fuhct.ions of Sales Management, essentially, are : *

a) execution of customer order;
b) dissemination of informations on “order execution” related activities; and
¢} analysis of sale related activities. .

A customer order is execuled on the basis of the instructions given in the order. However,
often, customer orders, do not provide complete instructions or informations. Besides, there
are informations needed by the Sales Administrations, which are, anyway, not part of a
customer order. Hence a method is to be found whereby Szles Administration ¢an obtain
complete informations required by it. We shall examine what this method is, and how it helps
in obtaining complete information. '

4.6.1  Factors Responsible for Incompleteness in Customer Order

a) Lack of knowledge / information : This can occur hoth at customer end as well as sales
executive end. Examples are, incomplete specification of the goods under purchase, sales
executive not being aware of octroi applicable on goods being delivered at the destination,
cess applicable on sales tax ete.

b) Invalid assumptions : Examples arc customary as,uming that goods sold are always under
one year warranty; negotiated prices are inclusive of sales tax etc.
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¢) Information kept vague on purpose : Normally this 15 resorted by the customer who Compuler Systems and -

neg tiates price on “all inclusive” basis taking advantage of the ignorance of the sales executive Applications in Sales
about the octroi or entry less that are impased by municipal authorities of the area where the Management
goods are required ‘o be delivered. This kind of informaltion is local in nature and is generally not

availible with the sales person who is based at a location far away from the place where material

is to He delivered. e

d) Lack of infrastructure at customer end : When there is no format is available at
customer and for releasing purchase orders, the orders are released on a letter-head. In such cases
details are invariably missed out. Such instances are common with individual customers or
organisations of small size.

€)  Details irrelevant to the customer : Some detzils such as name of the sales executive
who nepotiated the order, who all will gei the credit for booking the order, the market segment to
which the customer belongs, item code of the goods ordered etc. are of no relevance to the
customer, whereas these details are needed by the Sales Administration for analysis 6f sales
activities,

4.6.2 BDI— Whatisit?

To overcome the shortcomings, enumerated in 4.4 and 4.4.1, organisations generally resort to a
format that is required to be filled in by the sales executive for each and every order picked by

- him. This format becomes an integral part of customer order for the purpose of order execution.
This format is variously called BDI (Billing and Despatch Instruction), BDA (Billing and
Despatch Advice), OADF (Order Acceptance and Despatch Format) ete. In this lesson we shall
use the term B.D.L

Every BDI is assigned a unique number. As a rule, there can be more than one BDI
corresponding to a customer order (e.g. where customer order stipulates staggered delivery,
separate BDI's may be raised corresponding to each delivery), but one BDI must not correspond
to more then one purchase order.

The numbers are assigned as per a defined sysiem so that some information is built into the
number. For example, let us assume that the numbering system stipulates an cight digil number.

AABCDEEE
where AA : represent the last two digits of the year which the order has been
booked
B : represents one digit defining the zonal office which booked the order.
C : represents one digit defining regional office which booked the order.
b : represents one digit defining the area office which booked the order
EEE defines the serial number of order booked by the area office in the
year AA by B.

4.6.3 = Advantage of BDI and its Numbering

1. BDI numbering system helps keeping track of an order by providing a unique reference
number across the organisation.

2.. Ina computerised system, one can sort the orders recewed from customers using the
intelligence built into the numbering system.

3. Since one has lo fill in all the rows / ¢olumns and boxes of the format, no information is
missed out.

4_ It helps the sales executive to detect the information that he has missed and therefore need (o
be obtained and filled in.

-5. It ensures uniformity in presentation of information.

19
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4.6.4 Information Given in a BDI

In this part of the iesson, we shall examine the informations generally asked for in a BDI.

BDI Number
BDI Date

Customer’s Name
Billing Address
Pin Code Of

Billing Address
Despatch Address
Pin Code OF

Despatch Address
Purchase Order No.

-Purchase Order Date

Item Description

Item Code

Quantity

Price (Rate)
Excise Duty

Sales Tax

Value

Customer CST No,
Customer LST No.
Forwarding
Packing

Freight

Insurance
Transport Mode
Delivery Da.e
Payment Terms
Penalty Clause
Warranty

Sales Executive Code
Area Code

Zone Code
Special Remarks

4.6.5 Other Informations

Discussed in 4.6.2

Helps in determining the month in which the customer order
has been booked. Also helps in doing analysis like target Vs
achievement, time analysis of order pressuring cycle
Identifies the customer

Discuss at 4.4.2

Helps in sorting and analysing the orders as per geographic
location of the customers -

Identifies the customer

Discussed at 4.7,2

Helps in finding the distribution of the goods as per
geographical location.

Helps in correlating the BDY with customer order, This
reference no. is reproduced in the invoice to help the
custorr.er to correlate the material received by it with his
order.

Helps in doing time analysis of the order processing cycle.
Helps in determining the specifications of the goods to be
supplied.

Helps in ensuring that wrong item is not despatched because
of incorrect reading or understanding of the specification.
Informs the quantify of the items required to be supplled
Discussed at 4.4.2

Discussed at 4.4.2

Discussed at 4.4.2

Informs the value of the order.

For the satisfaction of Sales Tax authorities

For the satisfaction of Sales Tax authorities

Discussed at 4.4.2

Discussed at 4.4.2

Discussed at 4.4.2

* Discussed at 4.4.2

Discussed at 4.4.2

Discussed at 4.4.2

Discussed et 4.4.2

Discussed at 4.4.2-

Discussed at 4.4.2

To enable to do target Vs achievement analysis.

To enable to do tarpet Vs dchievement analysis

To enable to do target Vs achievement analysis
To provide special instructions and informations which have
not been covered by other columns of the BDI.

There are informations which are not the part of a BDI and have to be obtained from other
sources. Some of such informations are given below :

Required Date of Despatch

This is to indicate to warehouse the date by which
goods must be despatched Ffrom warehouse,
This _is calculated by Sales administraticn
from the Delivery Date & the transiting for the
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Expected Date Of Despatclr - This date is provided by warchause for the Computer Sysiems and+
wpplications in Sales -
MEanasement |

. information of the Sales team
Invoice Number : For the information ol Accounts and Sales, obtained
’ from warchouse

Invoice Date : For the information of Accounts and Sales, obrained
from warchouse

Invoice Value : For the information of Accounts and Sales, obtained
from warchouse

Transporter : For the information of Sales, obtained from
transporter

GR/RR/AWEB No. : For the information of Sales, obtained from -
transporter

Despatch Date : For the information of Sales, nbtained from

- transporter

No. of Boxes : For the information of Sales, abtained from
transporter

Actual Date of Delivery : For information of Sales and for doing time analysis

of order execution cycle, obtained from transporter

4.7 HOW DOES A COMPUTERISED SYSTEM WORK

Having understood the informations required by Sales Administration, next stage is 1o understand
how this information is stored and processed and disseminated by Sales Administration.

We have already said that Sales Administration function can be done manuafly as well as by
using a computer. We shall first see how a manual system works and then weuld understand how
the activitics of the manual system can be computerised.

4.7.1 Processing An Order (IManual)

Depending on the system being [ollowed in ard organisation, a customer order has to go through
various stages till it is fully executed. Fully executed is the stage when customer is satisfied with
the goods supplied and has released the payment. Broadly speaking, the stages through which a
cuslom order goes are receipt of customer order at the works, verification of the order,

acceptance of order, obtaining the goods as per order, despatch to the customer, and realisation of

-. payment. Each stage involves several activities, which can be organised sequencely.

Ler us look at a typical manual order processing systemn and its activities as given below :

SL No. Perlormer Activity

1. Sales Executive Receipt of the customer order

2, Sales Executive Vetting the customer order and if found in order then sending
it to Sales Administration for execution.

3. Sales Administration 1) Receipt of the customer order and the

advise for executing it.

2) Acknowledging to the sales execulive
the receipt of the order. _

3) Vetting the customer order lechnically and
commercially. Tf found okay, then advising the
warchouse to execute the order.

If not found ckay then taking up the matter to appropriale
person / authority. These are  three :
a) [If everything is okay except the contribution, and if the
contribution is above 10%, then obtaining the decision of
the VP for acceptance.
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Sl No. Perlformer

Activily

If it is accepled, then to advisc the warchouse, & il not,
inform the sales executive.

b) Ifeverything is okay, except the contribution, &
if (he contribution is below 10%, then obtaining
the decision of the M.D. for acceptance. If it is
accepled, then to advise the warehouse, and if
not, then inform the sales executive.

¢)  If there is problem with the commercial terms or

there is a deficiency or if there is a query, then o
write to the sales executive explaining the
problem and secking feedback and wait,

4} The feedback from the sales executive, once received on

5)

3(a), 3(b), or 3® of the acrivity no. 3, a decision is taken
on the acceptability of the order. If the order is

accepted, then an instruction is sent to warehouse to
execute the order through a note giving all the details

needed for despatch of the goods. If case the order is

still nor acceptable then the concerned sales executive

is informed accordingly and the case is closed.

Once warehouse has received the intimation for
execulion of an order along with the needed documents,
& the poods are available with it, it calls the suitable
transporter, raises the requisite gate pass & invoice and
hands over the goods 1o the transporter. The warehouse
‘informs the Sales Executive, the Sales Administration &
Accounts the details of despatch.

6) The Sales Executive informs the customer about the

7

8)

9

10)

despaich & awaits the arrival of material at the customer
end. The Accounts Dept. makes a debit entry in the
books of the company against the name of the customer
for the value of {he goods despatched to it.

Transporter in turn gives a copy of Good Receipt 10 the
warehouse in token of the receipt of the material,
carries it lo the delivery destination, delivers the poods
1o the customner, obtains the acknowledgement of the
receipt of goods from (he customer and in turn hand
over the acknowledgement to the warehouse.

The warehouse informs the Sales

Administration, accounts and the Sales Executive that
the goods have been delivered to the customer.

The sales executive collccts payment from the
customer against the goods delivered, as per the
purchase order termis and sends the payment to
accounts. Altematively, if the payment has not been
received, then Accounts fellows up with the Sales
Executive to collcct the payment.

Once the payment is received, the Accounts Dept.
makes the appropriate Credit entry against the name of
the customer and the invoice for which the payment has
been received. If payment is received in full, the
transactions of the sale are considered closed.




4.7.2 Processing an order through Computcri'sed System

Now let us see now the order processing can be done by using a computer.

This is done in the two slages. First, the information contained in the customner order and the BDI1
are keyed into the computer and stored as data in “records” and “files”. In the second stage, there
records are processed by affecting changes in the ficld “status” of the records.

Even though creating a computerise system and organising data storage and processing, is 2
specialised job of L.T. professionals like programmers, system analysts etc., it helps to know what
these terms “file”, “record” and “status” mean, and how informationis stored in a computer.

4.7.2.1 Record, File and Status

Record

A record is a group of related details / informations / facts stored in separate fields as a unit, say a
particular transaction. An example of this is the pariicular transaction of despatch against an
invoice. The record of this transaction would probably contain, as related items, the customer’s
code no., invoice no., GR No., GR Date, Transporter’s name, No. of boxes, Destination.

File

Acollection of similar records constitutes a file, in this case records of despatch details, The
records are organised in such a way that specific items of data or records can be retrieved and
accommodated in main storage when required for processing.

Status of an Order

Status of an order denotes the stage a; which the order is in the order processing procedure. By
implication, it also indicates the stages that have been passed through and the ind of processing /
examination / activity related to execution of the order is being done. The status is indicated by a
symbol which can be numeric, alpha or alpha numeric, For the purpose of this lesson, we would
choose alpha symbols, Now let us go back to section 4.7.1 and try to identify some of the status
and then assign symbols to individual status.

The first status is that of custorer order having been received at the Sale Execulive end. Let us
indicate this status by letter O. .

While the status is O, the customer order is under vetting at Sales Executed end and if found O.
K. a B.D.I is raised and the order along with the BDI is sent 1o Sales Administration. Let us
assign to this status of “order having been sent to the Sales Administration by letter “S".

- The first activity that Sales Administration has to do is to acknowledge receipt of the order. Let
this acknowledgement be denoted by Ietter A. Letter A, by implication, can also aci as
information to all concerned, be it Warehouse, Factory, Accounts, that an order for parlicular
items, quantities and value has been received for execution. ’ .

Next stage is that of verification of the order by Sales Administration. Let us call this as status B.
The order is either acceptable or not acceptable. If it is acceptable, then we say that the order has
reached status C, If not acceptable, then it could be because of technical reason or commercial

reasons. When the reason for non acceptance is technical, we assign it status D. When the reason
is commercial, the stams assigned is E. And so on so forth,

Computer Syilems ana

Applications in Sales
Management
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4.7.2.2 Computerisation of Status

How assigning these status help in computerisation of the order processing ? The answer is

first entering the details of the order in respective fields in a computer,

then creating a record for status, and the,

by providing option for entering the status of the order in the field “status™, and then
by providing an option for amending the content of the field “'status” as per a logical
sequence or as per requirement of a decision.

YVvVYvY

Let us see, with an example, how the above operates in actual practice.

The order details are keyed in the record say “BDI”. As soon as the complete details of the order
is keyed in, another record is created for status where there are only two field — BDI no and order
status. The record “status” corresponding {o a BDI number is activated, and letter “0" is keyed in
the field “status”. If the customer order is found O.K. by the sales executive, be prepares the
manual B:D.1. and send the customer order along with the B.D.I to the Sales Administration and
simullaneously he changes the status of the order, by activating the record “status” corresponding
to the BDI reference no. to S,

From now onwards, Sales Administration takes over.
A typical list of various status, is given below :
Letiter Status

Order received at Sales Administration.

Order under verification at Sales Administration.

Accepted by Sales Administration for execution,

Not accepted by Sales Administration for technical reasons.

Not accepted by Sales Administration for commercial reason.

Contribution is low, between 20% to 10% approval of G.M Sales is required for
acceptance.

Contribution is low, below 10%, approval of MD required for acceptance.
Rejected by GM Sales. .

Rejected by MD

OZZUOR==IEO TWOOD»

Customer order details keyed in by Sales Executive order under verification by
him.

Returned to Sales Teatn as unacceptable order, Sales team to rework on order to
remove deficiency.
Order accepted by Sales Team, sent o Sales Administration, along with BDL

mOo

Material despalched to the customer.
Order has been received, material not available.
Customer has received material, proof of delivery obtained frora transporter.

Order rejected, not executed, order closed.

N<Xg<an

It would be noticed that not all letters of the alphabets have been used. Also assigning a letier to a
particular status is arbitrary. For a system to work, it is not necessary that the alphabets for
indicating status be chosen in any logical order, all that is requirad is that a letier defines a
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significant and unambiguous status. What is significant and what is unambiguous would depend
upon the nature of the things being handled.

A logical sequence, based upon the definition of status given above has been illustrated
graphically in fig. 4:2.

Computer Systems and

Fig:42
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[he letters in recltangular box : indicates the slatus obtained or reached at a stage,

he letter () in O indicate the options available for status changes from the previous status,

/
R
m
1 lom-
l

he letter over a path line indicates the option exercised for the status change ( this indicates the

lecision taken ).

‘twould be noticed that there are three options available for change at status B which are B to C,
3ToD,B oE. While B to D and B to E, the resultant status is the same which was intended,
vhen B is being changed to C, the status can change either to G or to F or to the intended C. This
s because, it is assumed that while vetting at slatus B, the executive has all informations
1ecessary for his decision making except one, and that is of contribution, with him. So while the
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dccision of acceptance of the order is taken by the execulive on the basis of informations.
Available with him, the outcome what is dependent on “contribution™ which is calculaied by the
compulter based on informations and the decision logic already storad in it and changes the status
to C or F or G accordingly. This kind of sophistication of computer operations is very useful
where the item ordered by the customer can be viewed as all agglomeration or integration or
assembly of various elements, and the number of such elements arc large and cost of individual
elements changes frequently. In such cases it may not be humanly possible in terms of efforis and
time required to keep track of such changes and to do the calculations for each and every
customer order manually. -

4.8 USES OF COMPUTERISED SALES MANAGEMENT
SYSTEM ' '

We have seen how order processing can be done using a computerised system. However, if the
system is used only for order processing, it can only be termed as gross under-utilisation of the
capabilities of the system. In fact, order processing is only a part of the reason for
computerisation of systems by the management, the real incentive is the case with which
information can be stored, viewed, exchanged and analysed for taking day to day decision. The
system can also provides quickly the data base and do analysis for taking strategic decisions. In
fact, computers have made it possible, for the first time to take decisions on the basis of actual
data, because of its ability to handle volume quickly.

481 What Informations are Stored in Data Base

Basically the informations, stored in a computerised system have been listed in section 4.4.4 and
4.4.5. Apart form these, the systemn mzintains the list of items (hat an organisation can supply and
cosis and prices thereof, list of customers — past and present, the list of employees and the targets
given to them month wise, quarter wise, year wise or any other practice that the company
follows in this respect, list of approved transporters, customers credit ratings, stocks available at
various warchoused, excise and lax structures for various items being supplied by the
organisation and archival informations about orders received in past.

4.8.2 How the Information is Stored

The information is stored in terms of fields, records and files. The hierarchical arrangement of
these are shown below :

/| . File

Record

Field

Field is the smallest unit of information like Date, Month, Year, GR no., Transporters Code,
Employee Code, Item Code, Cost, Customer Code, Invoice no. etc.

A collection of relevant fields make a record such as despatch particulars which may consist of
Invoice no. Transporters code, GR no., GR Date, GR Month, GR Year, Deshnation.




A collection of relevant records constitutes a file, such as file for Employecs which would have
records of eaclr employee, with fields for employee code, employee name, target for various
months, his present location elc,

Files are categorised depending upon the pufpose of creating the file and their volatlity, which is
a measure of the extent to which the contents of the file change with time. Broadly there
categories are :

»  Master file

¥ Transaction {ile
¥ Work file

¥ Security file
7 Audit file

No system can be created without the flrst two files, namely master file and transaction file,
Creation of other three would depend upon the software being used and the way the eléments of
the system have been defined, designed and integrated.

As designing the system is a highly skilled and specialised job of a system designer and, is
beyond the scope of present curriculum, we shall see, briefly what these five types of files are :

Master File :

It is a permanent file and contains details which are of permanent or semi permanent nature such
as praducts, customers, employees, prices, cosls, customer orders.

There are two types of master files :
»  Static master file ( at times called reference file ) contains details which are rarely

attended. )
» Dynamic master file where details which are of transitory importance are stored.

Transaction files :

This is the file where data is stored awaiting processing. The processing may be updating the
master file or archiving the data for future reference.

Work File :

This file is for storing data created by one transaction before being used for a subsequent
transaction. One example is “print” file where data is stored and further processing on the data is
done for producing the cutput in a specified format.

Sccurity File :

Theses files are used to provide back up copies in case of loss or damage of data.

Audit File :

These are the file where final data are stored for archivai purpose.

4.8.3 How the Data is Accessed or Viewed

Normally the Sales Management System is made available to each and every possible user of the
dala bank of the system t.h.rough LAN. The users are provided the login code, and the system is
designed in such a way that it is menu driven. The word menu driven means that at every stage,
the computer offers to the user various options to choose from in a logical sequence. System
designer, normally provides a users manual which describe step wise procedures for login and

subsequent progress into the system. Software for most of the analysis that the users may have to
do, too are part of the system, and the user has only to choose the repert thal needs from the

Compuier Systems and
Applications in Sales
Management

57

LEiE I St | oy e 2 e kb

PO ETENTET Tt AW IO R 2 = T =




Saley Manapgement:

Busic Funclions

menu options and the computer software does the analysis and make e result available in.a
formatted form.

4.8.4 Informatlons Sought from Computensed System

The lnf‘onnauons sought from the system would, off course, depend upon the nature of the,
business as well as on the type and size of organisation and the practices followed in the
organisation. Here is a list of some of the informations that most of the organisation, would scek
or would do the analysis, form time to 1ime,

A. For pending orders :
1. Details of an order.
2. Siatus of an order,
3. Details of all pending orders — status wise / arca wise / region wise / company
\\'158
4, Details of orders under a particular status.
5. Total qualities of various ilems.
6. Details of orders required 10 be executed today / tomorrow / in next six days /

next month / next quarter cte.

B. For analysis and Monitoring :
1. Target Vs Booking — area wise / region wise / individual wise / company wise
2. Biils Receivable Age Analysis — area wise / region wise / individual wise / tolal
3. Todays Colleclion / Todays Billing £ Todays Booking
4, Analysis of Time Gap between Date of Order and Receipt of Goods by

Custamer, between Date of BDI and Acceptance, between Date of Acceplance
and Date of Despatch eic,

5. Delay Analysis berween Required Date of Despatch and Actual Date of
Despatch.

6. Market Segment wise anaiysis of booking

7. Population Distribution of a product. ’

3. Daily MIS for Sales.

4.8.5 How to Set up a Sales Management System

There are three persons who have to inleract amongst themselves for implementing a useful and
efficient Sales Management Systems. They are :

1. initiator and controller;
2, users; and
3. system analyst and programmers,

Head of the Sales Administration is normatly the person who acts as Initiator and the ownership
of the data in the system is his and therefore in that sense s the controller of the System.

Users are all those departments and specific individuals who need access to the data in the system
for doing their jobs. This would mean &ll the people in the Sales Administration, some people in
Accounts, some people in Factory, almost all people at the Warchouses, and pracucally every
member of Sales Team.

System Administrator is the person who is responsible for deciding and providing the hardware
and software for establishing the LAN and who designs the system on computer.

In this iesson, we are concerned with only the Sales Administration, and would therefore confine
ourselves to steps that he has to take for fulfilling his role in establishing the sysiem. These are :

L. Contact all users of the proposed systcm and find owt what type of informations they
would like to have and what type of analysis they would do. Compile it.

o




2. Coniacl 1he Syslem Analysis and explain 10 him the purpose of establishing the system Computer Systems and
and the informations and analysis that are expected out of the sysiem. Find out whal Applications in Salcs
inputs he needs to establish and wun the system. Manngement

3. Design a format for BDI and ot? *r systems for collecting informations accordingly.

4. Give a copy of the BDI to the 8; :tem Analysts to enable him to undersland the data that
would be entered in the system. Sive additional sheet for the dala that would be entered
but are not part of BDI such as details of despatch, targets for individual executives /
area / region, credit ratings of customers etc.

5. Explain to the System Analyst(s) the decision making process — all the status and the
logical relationship among them.
6. Give in wriling to System Analysts who all will have access to the system, what

operations they would perform, their authority and who have to be denied access to
which informations.

7. Tell the System Analysts the average volume of data that is expected to be entered per
week and frequency of various reports that would be taken out.

8. Give an idea of the usage of various terminals in terms of hours per day and the time of
the day when the system would be under use.

9. Tell specifically which informations are only for “view" and which are for both “view"
and “print™,

10. Once the system has been installed, run both the manual and computerised system

parallerly for some time and once people develop confidence in the computerised
system, discontinue manual systems one by one gradually.

4.9 SUMMARY

Rale of Sales Management in an organisation is to execute the orders received, to provide
information to all connected with order execution and to prepare reports and analysis for
management control, decisions making and planning. This involves handling of massive data at
speed. Manual handling of this function is slow, curbersome and costly. Computerisation of
Sales Management System helps not only in speedy handling of data but also provides
transparency of operations, simultaneous processing of the data by various users ata
considerably lower cost.

Computersation of the systern involves setting up a LAN sysiem, entering all relevant data into
the main processer { workstation }, allowing access to various users to the LAN for viewing and
processing. The key factors in successful working of the system are two. First one is gathering of
informations which are relevant, accurate and complete and entering these into the system. The
second factor is designing the system in a user friendly manner. The first is achieved by
designing formats like BDI and second is ensured by detailing the expectations of users to the
System Analysts and designing a menu driven system.

4.10 KEY WORDS

BDI : A format which is required to be filled by sales executives for

ensuring that the
informations made available on a customer order is relevant, accurate

and complete.

STATUS : Status of an order denotes the stage of order processing,

RECORD : A record is a group of relevant details / informations / facrs stored in
separate fixed fields, as a unit.

FILE A collection of similar records.

4.11 SELF ASSESSME\IT QUESTIONS

1. Do you think compurterisation in the sales funcuon can be used as a distinct compelitive
advanilage ? Discuss.

2. In case the items supplied to a customer, against an order are found 1o be defective, how
-such information would be communicated to that sales executive, who booked the order.

3. What is BDI ? What are its specific advantages?
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BLOCK 2 SELLING SKILLS

The second block of the Sales Management course is on “Selling Skills™. =  all field sales
staff, the mos: important aspect of their job is to sell. The skill required 150 are
discussed in this block. The block has four units, each with a clear [or

The first unit in this block is on *Communication Skills’, since me s interactions are
interpersonal interactions, basics of interpersonal interactions are * 1s the foundation of
sales communications. Further, in all interpersonal interactions w .ommunicate with

bady language and other non-verbal forms. In this unit, some spec  dimensions of non-
verbal communication are taken up, both from the point of sales p- son as well as (he
prospective customer. Writing sales letters and other sales material has also been discussed in
this unit. |

The second unit is on “Presentation Skills™. Some specific guidelines on how to prepare
and deliver effective presentations in the sales jobs have been discussed in detail.

The third units is on "Negotiation Skills*. In this unil, very systematically, the negotiation
process has also been discussed. Some specific recommendations have been made, for you to
observe at each stage of the negotiations.

The last unit in this block is on 'Sales Display’. Infact, at retail levels such displays are
important and constitute a vital component of non-verbal communication. Field sales persons
are expected to ensure proper shelf space for their merchandise. Managing Retail displays to
communicate effectively in the market place, is the focus of this unit.
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UNITS COMMUNICATION SKILLS

Objectives

After completing this unit you will be able to: i,

®  outline the process of marketing communication, which is also relevant in sales
communication

® identify the various communication objectives, media and types -

®  discuss the factors that influence a firm's choice of the media e
® relate the non-verbal to interpersonal transactions 1

® uynderstand how to write effective sales letters. :
Structure

5.1 Introduction

5.2 How Communication Works
5.3  Communication Objectives ) i
5.4 Communication Media and their Characleristics

5.5 Selecting Media Options

5.6  Non-Verbal Communication (NVC)

5.7  Oral Communication

5.8 Interpersonal Communication

59 Non-Verbal Behaviour in Interpersonal Interactions ;
5.10 Written Communication v
5.11 Writing Sales Letters and Qther Materials
5.12 Summary

5.13 Key Words

5.14 Self-Assessment Questions i
5.15 Further Readings

5.1 INTRODUCTION

The word “communication’ is based on the Latin word meaning ‘common'. Thus the tetm
communication has come to mean sharing something of common use,

In marketing, communication has a very important place. It is that function of marketing
which is charged with the task of informing the target customer about the nature and type of
the firm’s products and services, their unique benefits, uses and features as well as the price
and place at which those would be available in the market place. Since marketing
communication aim at influencing the consumer behaviour in favour of the firm’s offerings, :
these are persuasive in nature. These persuasive communications are more commonly called i
‘Promotion’ and constitute one of the Ps of the marketing mix. i

A study of marketing communication, therefore, is a study of the promotion function of
marketing. Notwithstanding the continuing debate whether promotion is the first element of
the marketing mix or the last, the fact remains that sound management of the marketing
function is dependant on the effective management of its promotion function. Similarly, the
examples of the products which misfired due to faulty management of the promotion function
are not to seek. As stated above communication will be complete only when the receiver
understands in the same sense what the sender wished to convey. The effectiveness of the
communication process, therefore, is dependent upon the level of congruity and compatibility
obtaining among the various elements of the communication process, i.e., between the sender
and the message, the message and the media, the media and the recejver, and so on,
Incongruity and/or incompatibility between the varous elements of the communication
process might make the prometion function, and in turn the marketing function, ineffective.




Selling Skills

With growing competition in the market place, as well as the customers becoming better
informed and more choosy it is imperative now that marketing communications, of the right

kind bn.ly are¢ made lo the right group of target buyers. In order to understand how the
. promotion function can be managed effectively let us begin by first taking a look at how

communications work,

5.2 HOW COMMUNICATION WORKS

We know by now that communication, simply speaking, Is sharing of information between the
two parties. Such an exchange could be oral or written, personal or public using words, figure,
symbols or a communication thereof. The process of communication beings when one party
{called source, sender or communicator) wishes to communicate with another party (the
receiver). Communication is complete when the receiver understands in the same sense what

the sender wished to communicate. The various elements of a

are given in Figure 1.

Figures 1: Elements of the Communlcation Process

typical communication process

Who Says What How To Whom
Encoding Media Decoding
Senders — (ofMessage) —— P —» (ol Message) P Receiver »
Examples Examples Examples Examples Examples
N Depending .
Manufa- r';:_:sd:s Mm upon Past Individual
cturers Pictu ™ Expericen- Group
Marketers S'° l:lp-oc[s Radiu - Companies
Retailers F¥m S Hoardings Perceplions Retailers
Igures DirectMails Allitucs Resellers
g_cho:lw Telephane Other
ignals ;;r_stcnal Publics
With what effect
Feedback
4_

- Sales, complaints
Inquiries

The various clements are (a) the source; (b) the target; {c) the message (transmitted); (d) the
message (received); () the goal of the message; (f) the medium.
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The Source

The source of communication contributes to its effectiveness. A lot of research has been done
on source credjbility. One source may be more credible than others, and communication from
such a source may produce more effective results, For some messages a senior manager may
be a more credible source, whereas for other types of messages a union leader may have
higher credibility. It may be useful to determine the credibility level of the various sources for
different categories of messages. '

Some studies have been done on key communicators — the elfective sources of
communication. Key communicators in villages, influencing adoption of improved
agricultural practices, were found to have higher social preference, greater contracts with
change agents, higher communication skills, and higher adoption bebaviour compared with
low communications.

The Target

If the target of communication is receptive, the communication is likely to be effective. It
may, thesefore, be useful to assess a target's readiness and receptivity, and take necessary
action to ensure a minimum level before sending the message. Communication should meet
the target’s needs. Receptivity may be determined by the perception of the source, his own
needs, and the instrumentality of communication (that the act of communication will satisfy
his felt need).

The Message and its Goal

‘The messape may be one of three types: information, a feeling, or a request for action.
Communication of ideas and knowledge are communication of information. Communication
of concems, reactions, pleasant or unpleasant feelings, attitudes, likes and dislikes relate to (he
second category of massage (feeling). In addition to these two types of messapes, 2 message
may relate to orders or requests to do certain things.

The Media

The media used in communicalion can be classified in several ways. Media may be verbal or
non-verbal. Non-verbal commumnication is an important as, and in some cases even more
important than verbal communication. Non-verbal communication includes such a variety of
behaviour that these cannot be enumerzated. Even silence may be eloquent and may
communicate a message. In attitudes and values, non-verbal communication is much more
influential. Researches have shown that one of the most effective way of developing social
skills and attitudes is modeling , living the values and attitudes you want to others o praciice.
People learn more from what they experience than what they bear. In an organisation the
message of a General Manager orally delivered about the importance of technical people may
have no effect if he himself does not have respect for them, and may often overrule the
decision recommended by them on the basis of analysis of technical data.

A verbal medium can either be in written or oral formn, and either in a [ace-to-face or distance
situation. Letters and telephones are the distance media.

5.3 COMMUNICATION OBJECTIVES

Mutually satisfying exchange being the ultimate goal of marketing, the role of promotion,
therefore, is t¢ encourage such an exchange through linking communications with the product
adoption process of the buyer. Motivating the adoption of the promoted product as well as
effecting the desired change in the consumer behaviour then are the goals of the promotion
function. The attainment of these goals presupposes that product purchase process be
understood by the marketers before marketing communications are designed. While there are
" many models that help to conceptualise the buying process, two very specific models that aid
in urderstanding the buying process as well as in framing communication are; *AIDAS* and
'Hierarchy-of-effects’ models.

Communlcation Skilis
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The AIDA acronym stands for : Attention (also called awareness), Interest, Desire and
Action. According to AIDA modcl, a2 marketer should begin by wining attention or gaining
awarcness, creating’interest, inspiring desire and precipitating the action for purchase,

in the prospects in order to cnable its product to be adopted by the target public.

Under the hierarchy-of-effects model, the buyers purchase decision is preceded by steps such
" as conviction about the product benefits, preference for the brand, liking for the brand,
knowledge relating to the benefits and features of the product, after an awareness of the

product has been gained.

The basic implication o1’ these models is that the function of persuasive commuuication or
promotion should be handled defly at every stage of the buyer's adoption process. Based on
Lavidge and Steiner research, Gaedeke and Toofelian illustrate the various promotional tools
that might be relevant to each stage of the hierarchy-of-effects fnodel which is given in Figure
2. This Figure also brings out the variety of promgtional tools that are available to marketers

for making marketing communications.

Flgure 2 : Promolion and the Hierarchy-of-effects Madel

Hicrarchy-of-effects stage.
(movemennt toward purchase)

promation that night be
relevant to various stage

If your company is launching a product in a new prodisct category in which there is no

Awareness Teaser Campaigns
Jingles and sloguns
classified ads
Knowledge Point-of-purchase displays
l Publicity
Linking Informative or descriptive ads
Status or glamour appeals
' Demonstration
Preference Image ads
l Comparision ads
Conviction Testimonials
Coupons,discounts, other incentives
Point-of-purchase displays
Purchase Retail Store ads
Reminder ads
Activity 1

campctitors, what would be your promational objectives ? Why ?

54 COMMUNICATION MEDIA AND THEIR

CHARACTERISTICS

For marketing communication, or in the sales function we use a variety of communication
media, both written and oral, It is, therefore, important that before we start discussion on

sales communications, let us first see the differences between any written and oral
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communication. These differences are summarised in Figure 3. It is important to understand Communicatlon Skins
these differences clearly before we plan our sales communication.

Figure 3 : Differences between Written and Orel Communleation

Communication Mix |- Written Oral

PURPOSE Analytical & Reasoning | Assimilative & Emotive
AUDIENCE Non-Interactive Interactive

MEDIUM Frozen (Verbal) Seeing | Fluid (Verbal & Non-verbal, Hearing
MESSAGE Complicated/Long Simple/Short

FEEDBACK None or Delayed Quick & Immediate

TIME Long/Flexible Shor/Inflexible

PLACE Non-restrictive Restriclive _

COST High Low

Seurce : Srinivas Reo “Purposive Presentation Mix, copyright £ 1979 by the [ndion fnstitute of Management,
Ahmedabad.

i) Purpose : Any documnent is vititten with a purpose to.analyse the situation and to
give reasoning for the recommendations which were being made. Whereas an oral
presentation is assimilative and emotive. Speaker has to make his/her presentation
impactful by involving himself/herself with the topic or subject. Speaker is an
integral part of the message, and therefore the challenge is in selecting the right
combinations of facial expressions, tone of voice, gestures, postures etc.

ii) Audience : The other difference igthat in an oral presentation the audience are -
interactive, i.e., you can read the audience's reaction in their body language and you
-may accordingly adjust your message if desired. While in a written communication
the audience,are non-interactive as you write down a message lo send across and you
may not have any interaction with the receijver.

iii) Medium : In a written communication, whatever you write or illustrate is frozen in
words and visuals, While in the case of oral presentation the medium is fluid. The
audio-visual aids, their synchronisation with verbal, body langnage, atmosphere, etc.,
can make a sales presentation successful.

The non-verbal, particularly in oral presentation is of extreme importance. Your
facial expressions, tone of voice, gestures etc. help to maxe spoken words clear,
meaningful, convincing and effective. -

iv) Message : In a written communication the message is invartably long and complex,
whereas an oral presentation has to be short and simple. For example, if you are
making a presentation on a report you have written, you can make your presentation
in the form of paper reading. Imagine how much time yon would require to read a
fifty page report and do you (hink that the audience will have patience (o listen to
you for that long? Therefore, you have to tailor your message which should appeal
to your audience and for this reason it should be small and simple.

v) Feedback : The chief advantage of oral communication is the opportunity for an
instant feedback, This channel or mediurn can be effectively used when you don't
require a permanent record of feedback: In a written communication invariably the
feedback is delayed or it doesn't exist at all.

vi) 'Time, Place, Cost : These are the-other three points of differentiation between oral
and written communication. A presentation has to be made at an allotted place, on a
predecided date and time, while in written communication the place is non-restrictive
and time is flexible. As far as the cost aspects are concerned, in genesal, cost of an
oral presentation is low as ¢compared [o written communication, unless one is using
sophisticated high-lech. equipment.
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After noticing the difference between oral presentation and written report you should
be now clear that an oral presentation is just not reading a prepared text; rather it is
an interactive situation with the audience, where your non-verbal matters and the
challenge is in putting across your message in a simple and short form, which your.
audience can comprehend and retain. You also use body language to influence
clarity.

3.5 SELECTING MEDIA OPTIONS

There are no hard and fast rules about which channel of comrnunication to choose. Whether
you should speak or whether you should write depends on the context. Decisions about
communicating, either individually to a group, may depend on the personalities of ihe people
involved. Nevertheless, it's possible to establish some guidelines, based on common sense.

You write when: )
you or the reader wants a record of the communication;
you don’t need an answer but are simply supplying information;
the receiver is preaccupied with other pressing matters;
the information is complicated or detailed;
costs of telephoning are excessive.

You talk when:

you want to encourage discussion;

you need a quick response;

you want to foster a personal relationship;

you want te build group rapport;

You are dealing with a personal or sensitive matter.
Aside from whether you wrile or speak the particular medium you choose can affect the
teception of your message. The term medium overlaps the term channel but usually has a
more specific meaning, referring to the vehicle or mechanism you choose 1o communicate,
whether a meeting, the telephone, a memo, or sophisticated technology. When Marshal
McLuhan said, “The medium is the message," he may have overstated the case, but there's no
doubt that the choice of medium influences how messages are interpreted.

Figured : Choosing the Best Medlum

Media Richness Message Type
Highest Non-routine

A A
«-vvennee....Physical presence (face —to-face) ......................

-..Interactive media (telephone, electronics media)..... .

............ Personal static media (memos, letter, tailored
COMPWLET FEPOTIS) ..ooeetiii ittt ee e,

Lowest ........ Impersonal static media {flyers, bulletins............. Routine
generalised computer reports)

Source; Adapied from R Lengel and R Dad “The Selection of Cammunication Media as an Executive Skilt,"™
' Executive, 2:3 (1988), 225-232.

One way of attacking the problem of choice is {o think about the “richness” of (he medium;
that is, the number of different ways a message can be inferred or reinforced. For example , a
telephone is a richer mediurn than a newsletter, because the receiver can listen to tone as well
as to the words, and can question the sender. Stmilarly, television is richer than radio, because
it permits seeing as well as hearing. Lengel and Daft have suggested that the more
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complicated or controversial the information, the richer the medium you should use. As Communicatlon Skills
Figure 4 shows, 8 memo works well for a routine message, but for news about plant layoffs, a
face-to-face meeting would be better. .

5.6 NON-VERBAL COMMUNICATION (NVC)

_ Non-verbal means of communication include all communication forms that involves neither
written nor spoken words, but occur without the use of words. Some of the types are as
follows:

- Body Movements : Kinesics
- Space: Proxemics

- Voice Patterns : Paralanguage
- "Time : Chronemics

- Touch

- Colour

- Layout/Design/Graphics

- Objects

Kinesics

When communicating with others in a face-to-face situation our entire body participates in
communicatien, which is called body language, like

- Facial Expression
Eye Contact
- Gestures
= Posture, movements etc.

Like all other forms of communication, non-verbal message should be sincerely planned
otherwise gesture & body movements usually appear to be just that faked, Usc gestures
naturally to reinforce the meaning you are expressing through words. Too much shuffling of
gestures, postures is distractinig & annoying. '

Space : Proxemics

Special change gives tone to a communication, It accents it and at tmes even overrides the
spoken words. Proxemics involves how we arrange personal space and what we arrange in it.

It is said"that each one of us have four space circles aronnd us ;which are as follows:

First, consider the one & half feet circle around you. Only special but a few people are
permitted here — Intimate Space

Second, inspect the four feet, beyond the first ciscle, friendly conversations and spontanegus
communications normally occur here — Personal Space

Third, exarnine the personal space 4-12 feet around you. It is used more formally — i.e., for
business or social situations

Last, observe the space beyond 12-16 feet things-of least significance occur here ~ Public
Space

A “Superior” can, by placing himself physically extremely close to a subordinate create a
certain type of ammosphere or otherwise,

Voice & Non-Verbal Vocalisation — Paralanguage -

When we'spcak apart from the spoken words, the manner in which a word was spoken,
relates to paralanguage. In paralanguage we consider two aspects. First is the voice set which

1l
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includes various measurements of voice in terms of intensity, rate, pitch. Rhythm and
resonance. These can be measured through some physical instruments used for measuring
sound.

The second is the Non-Verbal Vocalisation which includes laughing, crying, verbal pause &
interludes of silence like : “AH’s,” “OH's" ...... etc.....

5.7 ORAL COMMUNICATION

Communication to most of us means writing something for someone. When it comes to
improving communication skills we are only concemned with improving written
communication skills and we don’t pay any aftention to improving our oral communication
skills. We even think that there is no scope for improvement and we therefore don't cven
attempt.

According to a research, an average manager in general spends only 9% of his/her time in
writing, 16% in reading, 30% in speaking and 45% in listening, as shown in the following
figure 1:

Oral Communication doesn’t mcan speaking only i.e., public speaking, making business
presentations, participating or conducting meelings, interviews, etc, but it also includes
listening.

It is said that communication begins with listening and the fact is that you can't be an
effective speaker unless you are a good listener — one can't speak unless one listens.

Significance of Orai Communication

Oral Communication, which is face to face communication with others, has its own benefils.
Not only does it provides the opportunity for feedback but when people communicate orally
they are able to interact, they can ask questions and even test their understanding of the
message. In addition people can zlso relate and comprehend the non-verbal, that serves [ar
more than words. By observing facial expressions, eye contact, tone of voice, gestures,
postures etc., one can understand the message better. Oral communication also makes people
feel good as it satisfies one of our deepest needs of being part of a community, group identity
and high morale.

The ualy shortcomng of cral communication is that more often than not it is spon!aneous and
if you communicate incorreetly your message will not get understood.

It is primarily due to this reason one needs to develop effective oral communication skills as a
message, if not understood at appropriale time, can lead to disaster.

Levels of Oral Communication

The hierarchical nature of the five basic levels and corresponding types of oral
communication are shown in the given figure5.

Fipure 5 : Levels of Sales Communicatian

Public
Communications

Mulu Group
Comnunication
/ Small Group Communication\

Interpersonal Communication \

Z Intrapersonal Communication \
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Intrapersonal Communication

This is most basic form of communication relating to listening, observing and interpreting.
We all process the information which we receive. Each one of us observe things and draw
meaning out of it. When we talk to someone we listen. The degree of attention we are able to
give to the speaker, would determine our understanding. We also observe body language, the
manner in which'a word is spoken, facial expressions, efc., and we reassure ourselves that the
meaning we have drawn out of this information which we received is correct.

Interpersonal Commubhication

Interpersonal Communication builds on the intrapersonal level, by adding another person to
the communication situation and introducing a dyadic relationship. A dyad is defined as two
persons who seek to exchange information, which could be a situation like interviewing,
telephoning or dictating. In each of these situations also one has to decide what to0 say, when
1o say, how to say etc.

Group Communication

A, _
The groug communication is further divided into two levels — small group and multi-group.
Small gr8dp communications in turm builds on dimensions of group dynamics and muitiple
interpersonal relationships to the cornmunication situation. Mulli-group communication exisls
through the combination of three other levels (Intrapersonal, Interpersonal and Small group)
involving coordination with a large riumber of people involved in the shared accomplishment
of complex goods. It is therefore imprortant to recognise group communication at the small
group and multi-group levels. Various types of meetings, training situations, committees, etc.
fall in this category. And in such cases the group communication has to be effective,
otherwise it may not help to meet the objectives for which the group is meeting.

Public or Mass Communication

In addition to the above levels of comrnunication, there are other forms of communication
also. These additional forms of communication are public communication or mass
communication. Public communication takes place when one person or a small number of
people address a larger group of people. Although the speaker assumes the major
responsibility for public communication and sends the pteponderance of verbal messages, the
speaker is not the only person engaging in communication. The audience sends messages to
the speaker, primarily through nonverbal channels. Speeches, lectures, oral reports and -
dramatic performances are the different form of public communication. -

In 2 situation of public or mass communic ation one should be very selective and specific. A
number of times an unclear statement mad = orally 1o a large group might be interpreted
differently by different people who can fur ther complicate a situation, rather than solving il.

In sum, as a corporate manager when you ¢ ommunicate, you communicate at different levels,
at each level you spend your time differenti ally. However, all these five levels namely;
intrapersonal, interpersonal, small group, m ulti group and public communication are
important. To be successful as a manager, U 1erefore, you need to develop skills to
communicale effectively all the levels of co. nmunication.

5.8 INTERPERSONAL CCG'MMUNICATION PROCESS

Interpersonal communication is the basis of 1 nost interactions in organisation. Persons in
organisations interact with the others within 1 heir own groups, acress groups, and across
levels. The effectiveness of these communica tion may contribute a great deal to the smooth
functioning of organisations.

Interpersonal cormmunication can be defined ¢ 15 the process of sharing of goal-criented
messages between two or more sources throug :h a medium or media. Communication is a
process. It consists of several units. The basic unit of communication can be called a
communication act, This can be defined as fol lows: A communication act is the

Communlcation Sidlls
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transmission, through a medium or media, of 2 goal-oriented message from source to, and its
reception by, a target,

Most of the time in a day is spent in some sort of interpersonal situation rather than all by
onesclf without being a member of a group. Most of the daily experience was based on
interaction with other human beings. Some cxperiences in lhese relationships are joyful and
others may be upsetting or remained stagnant or have cven been abandoned. Understanding
these relationships will help you develop and improve relationships. This leads to
Interpersonal competence ‘Interpersonal Competence’ refers to the degree to which one is
accurately aware of impact on others and to the impact of others on you.

A person in an organisation is surrounded by three other types of persons: Superiors,
colleagues and subordinates. Besides there three types of role one has to interact with a lot of
other people from different positions. Consumers, suppliers, pcople {rom regulatory agencics,
general public, erc. '

The determinants of interpersonal behaviour are

Sclf-concept: Self-concept is a reflection of alt the past experiences onc has with others and
inctudes characteristics with differentiates from others. Onee self-concept is established and
certain specific patterns of behaviour are adopted, it tends to resist change. In order 10
maintain interpersonal environment and to maximise congruence of harmony, certain
mechanisms are used.

Misperception: Misperceiving how others look at you.

Selective Interaction; Interact with those persens who can esfablish a congruent state
Selective Evaluation of the other person

Selective Evaluation of self

Response Evocation: Behave in a way that results in «others behaving towards you tn an
amicable manner.

L Bowe b~

People need people for three main interpersonal needs:
1. Inclusion — the nced for interaction and association
2. Control - the need for control and power

3. AfTection - the need of love and affection.

When a group begins 1o interact and acquire information of others views and attitudes bonds
of attraction form most srongly between those who hold similar views towards things thal are
important and relevant to both. A person likes others vwho have the same feeling towards him
or her as that person has toward himself or herself. This reinforces one’s sclf-concept and
facilitates interpersonal relations. People interact more frequently with those who are
perceived as confirming their self-concept to the grezutest extent.

Figure: 6
Complimentary Transactions
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Boss Subordinate . Custon et Salesman
B.  Ourvalues arc getting eroded. 12, What is theprice of the
5. I agree with you; we are walch?

deteriorating every day. 5. Rs.400

OJNG s
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Subordinate Boss Bcss Subordinate

S. Would you like 1o go la the n. You are again late
magic show? I have two lickels 5. fam sorry. Sn

B. Surely. let's mo.




Figure: 7
Crossed Transactions

Boss Subordinate Subordinate Boss
B. Is the report ready? S. " . Iwantto discuss the resources
s. Do you think T have no other T shall need to complete the
wark 10 do? assignment,
' B. You arc always complaining.
Figure: §
Ulterior Transactions
OO () ()
(B> ‘\; ;<<"’
) © ()
Boss Subordinate Salesman Custor-ncr

There are four stages of developing interper<anal relationship:
1) Forming first impressions

2) Devzloping mutual expectations

3) Honouring Psychological contracts

4) Developing trusts and influence.

First impressions though often not right are lasting impressions. First impressions are lasting
because they influence the way in which people see subsequent data about the perceived
abject or person. When peaple are mutually impressed, they are more likely to enter into a
long-term relationship. When this happens, they develop certain expectations about each
other. An effective inter or work relationship cannot develop and be maintained unless the
participants are willing to honour their psychological contracts. The results of the mceting the
psychological contract is an increased level of trust and influence. When the parties to the
contract are able to meet their mutual expectations, the relationship produces mutual trust and
favourable sentiment.

In “developing interpersonal skills®, interpersonal competence can be greatly enhanced by
enlarging ‘Arena’ with the help of feedback and self-disclosure. Arena represents the ‘public
Self that is known to the self and others. Development of cooperative relationships is '
facilitated when there are shared goals, mutually perceived power and the minimum level of
distrust. Thus, it shows tha interpersonal relations cannot flourish unless the parties are
prepared 1o take certain interpersonal risks.

Cammunlcaelan Skils
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Good work has been done in Transactional Analysis on messages. One part of the message
exchanged between two persons is called a transaction. When A sends a message, B receives
it; B responds and this is received by that is one transaction. A person can send a prescriptive
or admonishing message (from what is called the Parent ego state); or an information
messages (from the Adult ego slate); or 2 feeling message (from the Child ege state). Any of
these message may be sent to (and received by) one of the three ego states of the other person
(Parent, Adult, or Child). If the response is by the same ego state as through which the
message was received, it is called a complimentary or paratle] transaction. Such transactions
arc very satisfying. These are shown in Figure 6. The response hewever, may not originate
from the ego state which has received the message. Then it is a crossed transaction. Figure 7
give examples of crossed transactions.

A message sent may not be simple one. To use Transactional Analysis (TA) terminology a
message sent may have two targets (of ego states). There may be an overt message {open and
expressed). But it may also contain a convert message (2 hidden one). Transactions with such
messages arc called vlierior iransactions. Figurc 8 shows these transactions.

In the definition of communication a distraction is made between the transmitted message and
the received message. The received message (the inlerpretation) may not be the same as the
transmitted message. For example, 2 message of feclings may be transmitted by an employee
when he narrates an experience 1o his bess, but the latter may receive only the information
message, and not the feeling message. Or, a boss may transmit a message of negative feelings
(he may receive a message of sarcasm when the boos may actually be expressing
appreciation). There is no guarantee that the transmitted and received messages will be the
sarne. In many cases these turn out to be different, and this distortion causes problems.

59 NON-VERBAL BEHAVIOUR IN INTER-PERSONAL
INTERACTIONS :

Having discussed the various forms of non-verbal communication and also the interpersonal

communication, let us now relate the two, This will help you o understand the relevance of .

observing the non-verbal during a sales interactions, which is the most common interpersonal
communication situation, a sales person face.

Most human feelings, 2 emotional and thoughts can be communicated through a mix of non
verbal forms of communication., Let us take some typical exampics, as shown in figure Z.

Figurt # : Non- verbal Communicatien

Sympalhelic gestures Aggressive pasture
Proximily - Harsh tanc of voice
Aelaxed tone ol voice ‘Set” mouth
Srniles Warmrh Hostifity -
signilied by, | signitied by Distance

‘Crinkled’ eyos Staring eyes

Expanzive
geslures

ﬁ verbal
communicalions
Co n'r_ro."f

dominartion Submissiveness
signified by signilied by

L
Speaking loudiy

. Speaki iely
quickly ell the Lime peaking quieth

saying liltle

. lgnaring responses Allowing inletruptions

Inlarrupting Meek tane aof voice

‘Controlling” tane of Downcast eyes

voice
‘Stabbing’ fingers and other . ‘Handwashing’ anc

forcelul gestures ather nervous gestures

Source ; John Ldstons, Manual Sales Negalialions, (England : Govers, 1991), p. 214.
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You would appreciate that facial expressions, gestures and postures can convey quite a few Communicatin Skills

feelings and emotional responses.

For example, crinkled eyes convey warmth, staring eyes convey hostility and downcast eves
suggest submissiveness,

Facial Expressions :
Similarly, a smile on the face conveys a liking far the other; as against 2 “serious’ fzeial

expressions. In figure 10, types of facial expressions have been shown, 1o further illustrate
the point. - :

Flgure 10 : Faclal Expressions Conveying Acceptance — Relection and Interest — Dislnterest

DEFENSIVE
OR
DIS- INTEREST

ACCPTANCE OF | RETECTION OF
WHAT 15 BEING WHAT 15 BEING
RetD - READ
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Gestlures

Gestures can also convey various emolional responses. In the figure 11 we have taken six
examples te illustrate the point. You may notice from these illusirations that the way you

- position you hand against the face, would change the meaning. For example, hands on chin
with pointing up figure held to the cheek, might sugpest critical comparison. The same hand
when shifis to the nose would convey reluctance and when it is held against the lips, it
conveys, disbelief.

Further, hand movements i.c., gestures, can also help in supplementing you message or
describe things clearly, during a sales presentations. (Detailed discussion on the gestures in
relation to a presentation has been given in Unit 6.

-Figute 11: Position of the hand and its gestures : Placement on the face

NAKING & CRITicAL
(OMPARISDN

OFYOVR PROFSTION

§. o 3
N
R e
t[i} -
A DECISION BETECTED

Postures, i.e., bedy position can alsc convey messages or responses.

" Assume that in a sales presentation your prospect holds his face between his hands and bends
forward 10 place elbows on the legs, near the knees. You would obviously draw a meaning
that the person got bored with your prepositions.

Similarly postures can convey to you whether your prospect is defensive, resentful,
enthusiastic or open-minded about your proposals, as shown in the figure 12.
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Figure 12 : Postures in Interpersonal Intermctlon

DEFENSIVE, CONFIDENE

BORED OF LereCiED ENTHUSIALIC OPCN MINDT

BY YOUR PROPOCITIC  READINESS TO GEM GOING  ABOUT YoUR ¥ROPZ...

To win a customer, in all sales interactions, it is imporiant to take the feedback, continucusly.
The feedback can help you to re-adjust your message, clarify the doubts, or supplement the
sales lalk with more infermartion. This feedback invariably, can be taken by observing the
body language of your prospective customer. You may observe the facial expressions,
gestures or postures.

Each of these forms of non-verbal communication, can give you a feedback about the
response of your customer which can help you in effectively adopting your message to win a
sales or a customer.

5.10 WRITTEN COMMUNICATION

A good salespersen has strong written communication skills very often as a salesperson you
are required to write to your customers. Also-a salesperson has to communicate with different
people within the organization.

The purpose of writing is to communicate a thought, an idea, feeling or fact. The more
concrete and concise these elements in a communication, the more easy it is for a reader to
respond to your communication. Also make sure that when you are writing you don’t miss
out on some essential detzil e.g. you are informing your key customers about the launch of a
new product, but forget to write to them where and whom to coutact for the product. How
irritated your customer will feel.

Commuanleatlon” Sidily
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Good letter writing

Whenever writing to your cuslomers be as specific as possible, giving all the pertinent
information as accurately as possible. Keep only the required inlormation in your letter as no
customer has spare time these days to go through unnecessary information, As a guideline
you can divide your letter into three pans: -

The basic patterns of a routine or good-news letter is
- WWrite most important points first,

- give supporting details,
- end with a goed-will statement.

Let us take an example of structuring a letter.

Poor | Thank you for your order, We at Top packaging are happy (o do business with
companies such as yours and look forward to future orders.

Better | The cortugated cartons you ordered have been shipped, and you should receive them
in 15 days. They were sent this morning by train.

The corrugaled cartons you ordered were shipped by train this moming. You should receive
them in 15 days. At Top packaging we are happy to do business with companies such as
yours. :
Often the first sentence of a letter or a memo is weakened by an unneeded opening phrase
such as I would like to inform you..., This is to tell you....etc. For most business
correspondence avoid such openings and start right with the main point. On sqme occasions,
it may be nseful to refer to the date of previous correspondence. .

Structuring refusals or bad news correspondence

It is always difficult to say no, cspecially in writing. You can use two approaches, the direct
approach 2nd the indirect approach.

The Direct Approach: If you know the receiver well, or when the bad news is expected and
not very important say informing a colleague that your report will be completed later than
scheduled or telling your boss details of a known problems. When using this approach it is
sugpested that you should:

- state the bad news simply and directly,
- give the reasons, and

- close with'a good-will statement.

Let us take an example of structuring a bad news correspondence using the direct approach.

We have not been able to locate the quotation you requesied. We have searched our
records and haven't been able to find anything simitar to one you mentioned.

You may have better luck by looking in the Times Directory on the above subject.

We hope your search is soon successful.

The Indirect Approach: In this approach it is suggested that you should:

begin with a neutral opening slatement,

give reasons or circumstances leading to bad news,
state the bad news in as positive terms as possible,
give a helpful suggestion or altemative, and

- close with a good will swatement.




Let us take an example of a letter using indirect approach to turn down a request for
conference sponsorship. .

Every year in February our confercnce committee meels to discuss the sponsorships from
our company, such as your request for Annual Conference. Your proposal arrived in
March, after we had already committed our funds for this year. Hence we are unable to
help you this year. If your annual conference is going to be a regular event every year, do
send us the details by January next year so that we can add this to our list. In the meantime
I wish you every success with your conference.

Activity 2

Make two sales lerer vou have been writlen 1o vou clients. One letter shinid be on
mospeciing lor business and other a rerminder leter for the owtstanding  Ooimpar then
writing styles -

5.11 WRITING SALES LETTERS AND OTHER
MATERIALS

A good sales approach weuld definitely involve the application of the basic principles of
communication. In addition, you have the responsibility of establishing trust and belief with
your prospects, through your correspondences. All sales communications should resist the use
of “Hard selling” approach as its neither creditable nor useful.

The suggestions, therefore are all sales communications must convince the prospect that their
purchase will meet their needs, better than the rest and he see a good “value-for-money* in
your brand. In other words, the selier should present their product in terms of what it will do
for the buyer. 1f, as a seller, you think your brand has nothing worthwhile to offer, you would
{ind that your sales message docsn’t became convincing. To make your sales message
convinging, it is therefore important o identify such distinctive features, which in
communication we call as ‘central selling points’.

In addition, there are other special characteristics of sales letiers and sales malerials. Some are
of these points are as follows, which have been discussed in relation to a sales. Letter shown
in Exhibit 1.

Firstly, the general approach centered around four approach. This approach is typically
followed to suggest how the receiver will benefit from the purchase. For example, in the letter
shown in exhibit 1. [t is mentioned that the receiver would have better career opportunities in
the Information Technology industry, after doing the course.

Secondly, sales letters cmphasise on the overall message, by using speeific forceful words and
phrases. For example, in the exhibit 1. Word and expression like, unmatched, unique blank
semesler advantage, state of the act’, most qualified, * etc are used.

Thirdly all sales letters use mechanical means of emphasising on the contents. These
mechanical means reange from the use capital letters, underlining specific lines or parts of
line, use of colour in the text if it is a printed letter, specific arrangement/placement, box item,
etc. Forexample in the letter shown in Exhibit 1, a few things are written in bold and in
capitals. :

Contmunlcation Skilis
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Exhibit 1

Dear Mr.

We would like to introduce oursell as a premier Software training Organisation in India with
an SO 9001 Certification for conduction of course, courscware design & development.

As you are aware that Information Technology (IT) industry which is taking piant lcap and
growing at fastest pace. So, is the career opportunities in IT also.

At TULEC the courseware is designed in such a way that it suits the requirements of future IT

ASPIRANTS. As, being A Div. Of Tata Infotech Ltd, the quality of courscware academics

and services are unmatehed. To pace with the furure IT industry, TULEC has designed its
courseware with a unique blank semester advantage, with its well equipped library, state of an
lab, diligent placement cell and above all; most qualified and NTCC faculty, TULEC has
made its stand in foremost IT services organisation. That is what TULEC assures in

"WALK IN WITH A DREAM
WALK OUT WITH A FUTURE’

We at TULEC convert every dream into-brightening future,

For further details of courseware we offer, and various prospects in IT, may we request you 1o
give us an appointment at your convenient hour and day Lo inform you more abqut us or you
are most welcome at our centre.

Hope 10 hear from you soon

Yours friend at TULEC
PS:

Special packages for *Students, *Housewives * Working Ladies * Senior Citizens *
School Kids

Lastly, in general, all sales letters have an informal style of writing.- You may observe it in
Exhibit 1 also. For example normally in one business letters we invariably white smccrely
in the signature block. But in the signature block of this letter in place of “sincerely’, your

friends at TULEC is writien.

5.12 SUMMARY

The basic purpose of communication is to develop understanding with your audience. Ina
sales situations your customers are your audience. To be successful in all communication
situations, it is important to take feedback form, both, verbal and non-verbal forms. If you are

.abfe to take correct feedback you can successful adapt your message to match with the
information requiremenits of yout customers.

In this unit all communication related principles were discussed to prepare you to gain the
maximum from the next two units, which are on sales negotiations and sales presentations.




513 KEY WORDS

Non-verbal communication : All forms of communication, without the use of words, both
*  written and spoken.

Kinesics : Ttis ancther word for body-lanpuage.

Pa.ralangauge : It relates to voice modulation. Sometimes the way you speak a particular
word, can affect its meaning

Good News v/s Bad News Message : Typically all messages can be divided inlo two
categories, depending on their impaci on the receiver

5.14 SELF-ASSESSM:ENT QUESTIONS

1. Do you think setting objectives for any sales related communication task are
important ? Why ?

2, What do you understand from non-verbal communications. How does it help in
sales interactions.

3. . From the following letter of "India Today® identify the four special characteristics of

a sales letler.

TODAY

Dear Friend,

When it cames to keeping an eve on the nation's pulse, no one does it betler than
TNDIA TODAY. Providing you with news, views and analysis of issues ranging from
national pﬁlitics, sporis and enterlainment (0 hu.1an inlerest stories, INDIA TODAY.
has always given vou journalism that is bold, incisive and credible. No wonder then,

that INDIA TODAY is the most widely read news magazine in the country.
Now INDLA TODAY brings you the Super Subscription Offer.

Subscribe lo [MD1A TODAY for 5 vears and get a pair of the original 24K gold bonded,
impact resislani, distortion free Ray Ban Aviator sunglasses (Arista RB-3 model),

absolutely free! Besides, of course, saving a hefty 31% on Lhe cover price,

If you subscribe for 3 years, you get a set of three Parker Vector pens, crafied exclusively
for INDIA TODAY subscribers, absolutely free in addition 1o saving 29% on the

caver price.

And even if you subscribe for one year, vou get the original recordings of six of
} ¥eo

India's grealest music maestros, in an exclusive gift box, free! Plus a saving of 235%

on the cover price. - Co- .

To subscribe o INDIA TODAY and get your free gifl, simply complete the enclosed
reply coupon and mail it with your remiltance loday. A prepaid business envelope

has been provided for your convenience.

We look forward ta welcoming you amidst cur family of 33.43 lakh readers of
[NDIA TODAY. ' _

Yours sincerely,

Communlcation Sullls
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UNIT 6 SALES PRESENTATION

Objectives

The pbjectives of the unit are to:

®  define what is a presentation and describe types of sales presentations,

¢  describe the structure of a presentation,

® identify in detail elach of the variables affecting effective presentation strategy and
.

elaborate how to develop appropriate presentation skills.

Structure
6.1 Introduction
6.2  What is a Presentation
6.3  Types of Sales Presentations
6.4  Typical Structure of a Presentation
" 641 Opening or Introduction of a Presentation
6.4.2 Body of Presentalion
6.4.3 Ending of Presentation
6.4.4 Question and Answer Period
6.5 Planning the Presentation Strategy
6.51 Define the Purpose
6,52  Analysing the Audience
653 Developing Message
6.54 Determination of Presentation Method -
6.5.5 Deciding the Presenation Media
6.6  Presentation Skills
6.6.1 Personal Aspects
6.6.2 Non-Verbal Bzhaviour
6.6.3 Oml Delivery
6.7  Principles of Effective Presentation
6.8 Summary
6.9 Key Words
6.10  Self Assessment Questions
6.11 Further Readings

6.1 INTRODUCTION

"You can have excellent content with good presentation technique and win the business. You
can have good content with excellent presentation technique and win. But you may not have
ever heard of a poor presenlation skills and good or excelent contents winning anything",

Poor presentations ere consistently losers irrespective of purpose or Lhe business for which a
presentation is made. We will draw some lessons from winning presentations and some from
losers to help you to plan your business presentation successfully.

In our daily routine we speak more often than wrile. A majority of us still have not overcome
the fear of a speaking to a group. Each one of us have stage-fright. It is a matter of degrees
that it varies amongst individuals. Yet an oral presentation is an important part of the
business routine and each one has to deal with such challenges successfully. There are
industries in which sales presentations are the most important marketing tools, Pharmaceutical
industry, information technology industry, advertising agencies, insurance sector are some
examples of the same where success in business depends on the success in presentation.

6.2 WHAT IS A PRESENTATION

A presenation is a commitment by the presenter to help the audience lo do something for
solving a problem. An interesting thing to note is that in a presentation commitments are
made by the presenter and the audiences are making judgement, simultaneously. The
presenter advocates and audience evaluate, to render a verdict.In terms of content and
structure, presentations and speeches have a good deal in common with formal reports - many
of them are oral version of a written document.

25
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6.3 TYPES OF SALES PRESENTATIONS

Typically, all sales people use one of the following types of sales presentations.

Canned Preseniation

Canned presentations are those presensations where text of the presentation is carefully
worded, tested and finally written down. Each sales person is expected to memorise it and
strictly follow the contents in the defined order. while making a presentation.

This presentation method is most commonly used in non-lechnical product selling, like,
Pharmaceuticals, ielephone selling, door 1o door selling, elc.

The specific advantages of this rechnique are that one can finish the presentation in a short-
time and slill have a successful elose, The other advantage of this method is that it require
lesser time in training the field sales personnel.

The disadvantage of such technique is that the prospect has limited parlicipation. He might
view it, as a high prassure selling and defer taking a purchase decision.

Planned Presceatation

It 13, no doubr carefully planned and organised but still it has a personal touch of the
individual making the preseniation. In this method, the rzining department provides just a
format and the individual sales person then writes explanations, descriptions and illustrations.

The advantage of this presentation method is that it appears more conversational and [ess
formal, as the sales person is using his own wordings. As a result, in this presentation method
the prospectalso gets involved and his doubts and questions can be carefully handled.

- Audio-Visual Presentation

For such presemation the sales persons heavily depend on the AV aids. These aids range
from charts, slides, video [films. prototypes, compuier based presentations to the use of actual
product. In advertising industry, computer software industry, such presentation methods are
used. In these presentations the speaker or the sales person takes the back seat and the
prospect’s attention remains centred around the AV aids.

Such aids are typically used, not only to gain the attention but in the absence of these it might
be difficult to explain or demonstrate.

Take for example, in door-td-door selling of vacuum-cleaners or photocopying machines,
where the actual product is used as a integral or central "character’ of the presentation. Inthe
absence of which the sales person might find it difficult to sell.

Problem Solving Presentation

This is a two-step presentation method. The first stage is to study the individual prospect's
needs and the second is supgesting a proposition. Thus helping the prospect to solve the
problem. Such method is commonly used in insurance sector where the insurance agent ask
the prospect about the requirements and accordingly, he proposes a specific policy, ils
advantages and benefits.

Similar methods are also used in management consultancy assignments relating to all
functions or high.tech customised products.

Having undersiood the various types of presentation methods being following in different
product categories, we appreciate the relevance of it in the sales job. Let us now
systematically discuss the structure of a typical presenfation, presentation stralegy and the
skills required at the end of each speaker.
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.64 TYPICAL STRUCTURE OF A PRESENTATION

It is a prablem for a person to structure the presentation appropriately 5o as to clearly decide
from where to start and where to end. A presentation has four parts: opening, body, closing
and question and answer. It is suggested that in a presentation first, tell what you will tell,
secondly, actually tell them and thirdly, tell the audience what you have told them.

6.4.1 Opening or Introduction of a Presentation
The opening of a presentation is very important. Itis in the first a few minutes you gain or
lose the audience. The major purpose of the introduction are:

* To catch the audience attention and arouse their interest
» To relate the speakers' purpose with the audience interest
¢ To build the focus for the contents

Although these poinis appear so simple, but spending say ten per cent time of your
presentation on this phase of the presentation would help you considerably in providing
clarity 1o your audience.

6.4.2 Body of Presentation

The body of the presentation should relate to the selected important points (3-4) you want to
make, You want the structure of your presentation to be clear and you don't want to lose the
audience’'s attention. :

At Times, during your presentation you realise that you have started loosing andience. From
their body-language you an able to make out that they are not with you. Some of body

positions suggesting their lack of attention are shown in figure 1

Fligure I: Audlence Lack of Enterest Reflected In Their Body Language

: N
SELREAIVE. GLANCE Ay NEIGH Boy PRETENDED YA
- ASSUMES THAT IT WL NU[Rg weATEn ATIEMPT TO DISGUSE A LOGK AT
BE NORLED - SHlY, SHEAKY ATTITUDE | WATCH .

FIDDLING WITh WATCH 0R MOVING 1A OYER, OPENLY LOOKS AT WATCH

WATH FAE. RENEALS PRoOZURATIGN WITA TIME UNCONERNED ABOUT IMPACT OF ACTION

OR RICTHER. INTMENT 80T RELCTANCE TO X ON o
OFFEND s\emnggma BLATENTLY AT WATGY IERS
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These situalions are, infact, difficult to handle. Because, in such situations. there is no point
to keep the presentation continued. You have to adopt a strategy to pain their atention. Some
of the suggestions far gaining audicnce attention are as follows:

®  Emphasising structure and help the audience follow your presentation by summasising
your remarks as you go along and by Emphasising the transition (links) from one idea 10
the next.

® Holding the audience's attention not only by relating the subject to the audience's needs
or by using clear language but by introducing variety in your speech or presentation.

®  You may pause for questions and comments as it shifls the audience from listening to
participating.

®  Visual aids can be used to provide clarification and stimulation.

Varicty in your tone and gestures will help in breaking the monotony of your voice,

¢  Consider the use of humour . Sometimes humour helps in stearing 1hrough difficult
situations.

It is interesting to observe that when you are going deeper into the subject, the audience start
drifting away from you. It is rather difficult to retain the audience attention through-out the
presentaiion, untess you make deliberate cfforts. The above stated points are some of the
suggestions which can help you in retaining your audience or customers,

6.4.3 Ending a Presentation

As the audience's attention peaks at this stage it helps in. further clarity. The final summing is
not a place to introduce new ideas. It is suggested that you should begin your conclusions by
tefling listeners that you are about to finish . They will make one final effort to listen to you,
intently. Itis also suggested that during the concluding stage restate the next step. Some
presentations require the audience to reach a decision or to take specific action. In these cases
the summing must cover the specific action to occur and who would be responstble for doing
what. Take for example, in a sales presentation sales person may be required to ensure on-
time delivery and installation. Thereafler, the final installment of the payment will be made
by the customer.

Your final words should round up the presentation. You want to leave the audience with a
satisfied feeling, feeling of completeness. It is, therefore, imporiant that you should always
end on a positive note. Your final remarks should be enthusiastic and memorable.

Irespective of whether you accept questions, as you go along or you defer therm till the end,
this phase of a presentation is most important. It is only helps in providing better clarity but
also in removing some misconceptions, if any, among you audience, about your product or
company,

6.4.4 Question and Answer Period

Majority of the speakers avoid or discourage this period, without realising that providing
opportunity for questions and answers, facilitates interactions. The thumb rule is to encourape
questions threughout, in a smaller group and ask a large audience to defer questions until
dater. But do provide time for this stage as il shifts the audience from listening to
participating.

Some tips for Handing Questions:
Given below are some categories of questions. You may decide in which caiegory the

question falls and then take action accordingly. Allhough it is not possible 10
remember these tips, but by practice you Ieam to handle critical situations;
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Sr.No.” | Type of Question How to Handle ..

L. Confused Question Reformulate/Peraphrase the question. Ask the
questioner to restate the'question. Tt also gives you
time to think and it can be followed by all. Be clear, a
confiised question can never be answered.

2. Hostile Question Don't be defensive or hostile. Rephrase it and unload
emotions from it to understand the message.
a. Twao-part Question Separate the parts and prioritise them before
. answering.
4, Off Topic Question Suggest the audience that you would not handlc an off

top ic unS[IOl'I.

5. Can't Answer Question | Admit it and say that you would answer it later. You
may not be authorised to take a decision about the
question. Take time from the audience, check with
your superior, and get-back.

Activily 1

Fry w recollect a presemation you heard or you made yourself. Identify the contents of that
preseniation, under opening, body and closing. Check, if they were appropriately arranged or
not.

6.5 PLANNING THE PRESENTATION STRATEGY

Developing a strategy for delivering an oral message is just as crucial as developing a strategy
for a writien message. You have to put information in an easily understandable form. For
maximum impact, therefore, it is important that one must define the purpose, analyse the
audience, construct or develop the message with due estimate of time and appropriate length,
decide on the most appropriate style and media for presentation. These are some of the
important variables, which one has to keep in miad to develop an apnropriate sti..2gy fora
presentation.

6.5.1 Define the Purpose

The first reason of failure in a presentation is not thinking through the purpose of the
presentation and focussing it sharply. The amount of audience interaction varies from
presentation lo presentation, depending on the speaker's purpose. Often a speaker
accomplishes more than cne purpose simultaneously. The purpose of a presentation could
vary from informing, persuading, exploring to changing behaviour/attitude ete. The specific
purposes for a presentation are:

a) To motivate : you do most of the talking and the audience essentially plays a passive
role. You control the content of the message and the audience listen. Here the
challenge is not to giving information but giving in a manner for a response.

b) To inform or analyse: A group of people meet to hear the oral equivalent of 2
written report, then members of the audience offer comments or ask questions.
Typically when a medical representative meets 2 doctor, the purpose is to inform
aboul the new formulation his company has launched in the market.

c) To persuade or collaborate: The most interaction occurs when you aim to persuade e
people to take a particular action or to collaborate with them to solve a problem or
reach a decision. You generally begin o provide facts to increase (he audience's
understanding of the subject. ¥You offer arguments in defence during discussion and
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you invite audience to express their needs. In this audience interaction process,
therefore you have litlle control, so one has to be flexible to adjust to an unexpected
reaction. Most sales persons, involved in door-to-door selling (like, Eureka Forbes
etc. } must have this purpose when they call on a houschold.

6.5.2 Analysing the Audience

Your choice of a strategy for composition your purpose must take into account those who will
be attending it. The nature of the audience affects your strategy for achieving your purpose.
You should know your audience and size them up in advance. You must look for
characteristics that will affect your speech e.g., audience size, sex, age, education and
kpowledge. More specially, consider the followings in as much dctail as possible.

a) First consider the size and composition of the audience. A small group may be
drawn into a decision making process. A homogencous group benefits [rom a
focussed presentation; a diverse group requires a more generaliscd approach. So be
sure of the size of the group lo which you are going to address.

b) Consider likely reactions to your speech or presentation, The reactions to your
speech could be hostile, receptive, indifferent. It is easy to talk to a receptive group.
It is also possible to convert indifference into interest. Itis quite challenging to
convert hostility into support. But be clear that whether the audience care about the
issues you will discuss and how much they already know about your subject,

c) Finally, you need to take a cold hard look at their relationship with you. Do they
already know you? Do they respect your judgement?

The answer to these points would help deciding the best way to organize your material.

Activity 2 ;

Asswune thai veu are working for an organisation in "Informatien Technology”. You think
(hat a partcutai mediom size company might have the requirements ol vour company’s
lardw are. soffware and maintenance services. What specific information you would require
about this cumpany 1o develop an appropriate sales presentation.

6.5.3° Developing Message

A message should be carefully developed with a view to generating a desired response. It s,
therefore, important that while developing messages one should define the main idea,
construct an outline and estimate the appropriate length. A number of times a speaker is
required to carefully choose the words, particularly while handling sensitive subjects. In such
situations if you loose control on what you speak, your message will not be understood in the
right spirit. It is, therefore, important that we define the main idea and construct a concrete
outline around the identified idea. Then collect sufficient information which should be
adequate for the available time you have to make the pre.entation.

At times, you collect a whole lot of information but you fail o put it together in an
appropriate order. There are specific guidelines available to arrange the material in suitable
order. It is suggested to follow the "Inverted Pyramid" structure. The suggestion is thal you
should start with the most important point and then go down to the least or, start with
conclusion and go down to back-up information or start with a general statement and go down
1o specifics. Any one of these options would guide you in sequencing the information.

Although it appears simple but acwally it is not. One has to decide and compartmentalise
information in various groups, sequence them and then present.
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Having decided the sequencing of information for developing an appropriate message, the Sales Presentation

nexi step is how to deliver it. Knowing your abilities, time available for preparation, audience
size, etc., would influence your presentation method,

6.5.4 Determination of Presentation Method

W¢ may follows any of the following presentation methods depending on our own abilities,
subject, purpose, etc.

l. Extemporancous | Extemporaneous presentation is that which is prepared in advance
and delivered afresh. The exact wordings are figured out, as the
speaker goes along. It combines prior organisation and spontaneity.
The audience prepare an outling, may write down, at best, full
opening and closing sentences, and prepare visual aids lo promote a
set sequence of thoughts and contents,

2, Impremptu Impromptu is that when you are given no time to think and organise.
You never know when your superior will ask you for a two minute
update on your field experiences of the previous day.

3. Memornising Memorised is a presentation which is learnt by heart. If a link is
broken while speaking the whole presentation gets affected.
Typically in Pharma-selling canned presentation are used.

4. Reading Reading is yet another melhod, In paper reading it is said that even
the speaker looks at his notes for 35% of time and for the remaining
&5% 1o the audience, it is still a paper-reading. In business this,
method is followed ieast,

5, Speaking from Speaking from notes is similar to (ke first method with a difference
Notes " | that the speaker has his points, with explanations written down and
he speaks from the notes. To prepare these notes normally
reference cards are used which the speaker can hold in one hand.

There is no hard and fast rule suggesting in which situation what method should be used. As
a speaker it is up to you to decide which method is the best suited for you in the given
situations, But you must practice it in advance before making a presentation.

6.5.5 Deciding the Pres:ctation Media

In an oral presentation which is an interactive medium. vou can choose from a wide range of
audia-visual (AV) materials, Here also you require carefully planning. A number of times, a
presentation gets killed because of over emphasis on AV material. Always keep in mind
while selecting any AV material that to what extent the selected media would help
supplementing or reinforcing your message. You can select audio-visual material out of a
large variety, ranging from, brochures, leaflets, slides, prototypes, actual praduct, audio tapes,
video material, computer based aids, etc. Preparing or it is suggesled to follow the following
guidelines for selecting the best suited media:

? Do not cram information if you have tos much 1 say, may be you should write it out,
scperately.

® Keep only relevant material as irrelevancies create distractions, and confusions.

®  Organise and break up your material into small modules. Dis-organised compells the
audience to concentrate on finding the $tructure of your presenting, rather than listening
lo you.

® Visualise your ideas as much as possible. Understanding, rememberance and clarity are
the highest in the picture form.
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® Use as few words as possible. Use only those points which the 2udience can understand,
and don't write complete sentences. -

® Make the pictures and letters bright enough to be visible from a distance. Make the letters
bright encugh and think encugh to be read by all. Use light colour for background. Use
dark or bright colours for pictures or letters to improve visibility.

Make the sound material audable, pleasing in tene, varied and synchronised with visuals.

Finally, before the presentation check particularly the audibility, visibility and readability
of your AV material, if possible, in 1ke actuai place of preseniation.

6.6 PRESENTATION SKILLS

All preparations on the "structure’ and “stralegy’ of your presentation will have limited impact
on your customers or audience if you don't have the right presentation skills. For example, it
is very imporiant that you should be able fo have control on yourself. The moment you rise to
speak you convey some signals to yourself, which might decide ultimately the success or
failure of your presentation.

6.6.1 Personal Aspects

A logical step in preparing a presentation is to analyse yourself. You are an integral part of
the message. You should seek following characteristics:

i) Sincerity is vital. Project an image of sincerity by being sincere to yourself, to your
subject and to your audiences.

i) Thoroughness - giving the listeners all they need. -

fii} Confidence in yourself is important 5o as to gain your audience's conﬁdcncc You
must eamn the confidence of your audiences. Project the right image, and talk in a
strong, clear voice.

iv) Friendliness - help your communication effori by creating the right environment.

Although these four points appear as four different things. But they do relate 1o each other.
For example, if you are "sincere' you would do a *thorough’ preparation for your presentation.
If you are ‘thorough' you would feel confident. And if you are confident, you wonld be more
open and fiicadly with your prospecls or audiences. Therefore, these personal aspects shonld
be well taken care.

6.6.2 Non-Verbal Behaviour

In any presentation non-verbal also piays a major role to supplement your message. Letus
take up some typical examples to identify the varinbles elements of non verbal
communication.

Although, it is not all that easy to sugpest a definile set of ‘Do’s® about your body language
during presentations, however, one can easily identify some “Don'ts’. If you carefully notice
the six body language shown in figure , you may realise thal, typically, most speakers make
some of these mistakes. Let us analyse each of the six situations in some detall for better
cleanty about them. -

i) Reader is a person who doe snot make eye contact with (he audience and only
concerned about his material. Such speakers [ail to establish any wave-length with

: the audience.

ii) Weakling is 2 speaker who does not know the utility of Lactorn, which is fact is the
support for the speaker's malerials and not the speaker himsel{.

1i1) Gripper is a speaker who does not make any attempt to supplement the message,
rather he/she is only bothered about the verbal part of the message.
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iv) Musician is a speaker who does not adapt the gestures to the contents of the Sates Fresentation

preseniation bul continuously relaying these, which does not relate. The supgestion is
that one should bring some variation is the gestures,

v}, Bon-Voyager is 4 speaker who is overdoing the gestures; as a result the
presentation becomes more theatric. The suggestion is that in a typical business
presentation the hands should not go above the shoulder level.

iv) "Pacer is a speaker who is, although relaxed but still not too sure about movemenis,
postures and gestures. The suggestion is that (hink before hand, about how to stand,
where stand, where to move to, how ofien to move, etc.

Figure 2: Non-Verbal in Presentations

WEAKLING

MUSICIAN BoN VOYAGER

The above illustrations must have given you soime idea about the importance of non-verbal
forms, including body language. Letus now examine each elément of the non-verbal
communication in the conlex! of a presentation.

Posture .
Sagging shoulders, dropped head forward and sloppy casualness are indicative of depression,

while standing upright with square shoulders and head held high are indicative of the
confidence, Your outword appearance mirrors your inner meod.
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Posture may also be adopted to the size of the audience. An informative talk to a group of
50+ size would demand more formality, postural variety, particularly during transitions, to
suggest a change in topic. An address to a group of 10-12 managers working under you,
could be given while sitting in the edge of the chair. However, ali formal presentations in
advertising industry or I.T. industry arc typically given while standing.

To avoid side-to-side rock some women even prefer low heals for longer duration
presentations. Choice of a comfortable pair of shoes helps avoiding conveying a nepative, all-
at-case impressions because your shoes are bothering you. Giving thought to such minor
details can help you in making a winning presentation.

Movemenis

While presenting a topic, your physical movements can help you in the following ways:

“To hold attention: Lectemn restricts movement. Rather than moving back and forth it is

suggested 1o move [eD to right to gain atiention of the audience, sitting on both sides.
However, don't move continuously, like a caged lion.

To pet rid of nervousness: Movement helps decreasing siage fright in the beginning of
your talk and the way you walk upto leetem or podium, tells something about you non-
verbally to the audiences. Do you move with assurance, determination and enthusiasm?
However, over-enthusiasm is also not productive.

To suggest transitions: In writing, the cues for transition are headings, words, numerical
hints. In speaking, the cues are physical moving yourself, a directional shift in the posture
helps, the audience to follow the transition.

To increase emphasis: In writing we underline, we use italics, capilals, exclamation erc.
While in speaking a movement towards the andience, accompanied by a gestre, ¢an

imply vour stressing a point.

The above discussion clearly suggests that plan your movements and don't just walk around

when you make a presentalion.

Gesfures

Gestures relate to movements of fingers, palm, wrist, 2rm, elbow and shoulder. Here are
some examples of siluations where gestures can help you.

1 To emphasise Clenched fist of one hand hitting the palm of the other
hand, emphasises the point you want to make.

2. To point The index finger calls attention of the audience

3 To reject Hand may go on a side in an act of rejection.

4. To describe You may communicate and describe cverything through
hands. Even an approximation of the verbal message
through gestures is worthwhile than non.

From the last three illustrations. in figure 11t can be inferred that pianning of pestures, apart
from postures, movements, are all important. If gestures arc important, 2s you donot want to
look like the ‘giipper’ or the ‘weakling’ there are some suggestions.

The {first suggestion ts 1hat start involving only one hand but with variations. In the figure 3
options have beer illustrated. Each zestures have specific meaning Lo convey. For example.
‘the air pulse’ can be used when you are about to open the various issues relating to 2
problem. ‘the raised forefinger’ can be used to emphasise. ‘the air grasp’ can be uscd for
summarisation, clc.
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Figure 3: Gesture With One Hand

HAND PURSE HANDBEND - AIRPUNCH

The second suggestion is to use both the hand to supplement your message. For example, ‘the
hand scissors" can be used when you are rejecting a point, ‘the palm side’ can be used to
suggest the magnitude of the problem, ‘the palm in front’ can be used to explain. “the palm
up’ for opening of the discussions and ‘the palm down’ for closing, as shown in figure 4

Fipurc 4: Gestures With Both Hands

HAND SCISSORS HANDCHOP PALM FRONT

PALMUP PALMBOWN PALMSIDE

Sales Presentation
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Eye Contract . :

Tt is suggested that you should have eye contact with your audience. Although, itis not
possible to have eye contact with each and every person sitting amongst the audience but it is
suggested that you may identify, select persons sitting spread ecross amongst the audience
and establish eye contact with them. Don't lock at one person all the time. Eye contact helps
you in gaining confidence in yourself and it also conveys to the audience that whatever you
are saying, you are very sure of it.

Faclal Expresslons

It is said that rather having a “cheese” smile all the time, your facial expressions should be
natural. Tt is also said that the smile which comes on your face actually originates in your
brain on recollecting something pleasant. You can easily build rapport with your audience
using good, natural pleasant facial expressions.

From the above illustrations let us now refer to some common observations, as shown in
figure 5.

You must have experience yourself, if you are nervous, the gestures don’t flow out of you an
you try to bring control to yourself. Here the facial expression also reflect seriousness.

If you are confident your facial expressions correspond with the contents, gestures are natural
and illustrative and you maintain a definite eye contact with your audience

You might have also seen in a presentation that people respond differently to questions. There
are some who reflect dominant attitude through their facial expressions, position of hands’
while others, with the same non-verbal communicate openness, and euthuasism to respond.

With the help of these illustrations we have tried to explain to you that in any presentations,
your body-language is an integral part of your presentation. We have also seen that how one
can plan the body-language for the presentation. If you are able to incorporate only 20 percent
of the above, you would still-notice a marked improvement in your presentation skills.

Therefore, each speaker must give due attention to his or her non-verbal, the way they give to
the verbal conlents. .

Flgure 5: Non-Verbal Durlng Interactions With Audience

ATTEMPTS AT SELF ONTROL ANYETY- UPTIGHT CQWEYAZ%E%CE%ER ?ffouem
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CONFIDENT, FRIENDLY AGGRESSIVE , DOMINANT SMUG

Seles Presentation

ATTITUDE OPENNESS . ENTHUSIASM |, READINESS -

6.6.3 Oral Delivery

How confident, you appear through your voice, how effective you become through the use of
your voice, how successful you emerge, by speaking clearly and holding the attention of your
audience are the issues related to the oral delivery. Every aspect of the oral delivery, i.e., rate
pitch, volume, vocal quality, etc., all are important.

i) © Pitch: Itis highness or lowness of your voice. Voice too high or low can add to
word value, A monotonuous voice may drift the audience away from the speaker,
if) Rate: It relates to the number of words released per minutes. The purpose is {0

synchronising speaking with listening pattern of the audience. The rate should also
relate to the subject matter. Often you might have felt that if you speak a sentence at
a higher rate you can create a better impact.

iii) Volume: Itrelates to the loudness or softness of the voice and by contrast in volume
one can give emphasis on the spoken word<
iv) Vocal Quality: It is difficult 16 define it but we' come across so many words to

describe voice quality. Some of these words which describe voice quality are:
Throaty, loud, vibrant, dynamic, moving, weak, strong, harsh, shrill, effeminative,
gentle, clear, flexible, vibrant, colourful, etc.

v) Pronunciation: It should be your constant endeavour to find out the right
pronunciations$ of each word. You may not get any advantage for correct
pronunciation but you are certainly at in disadvantage when it is incorrect. You
waould be surprised to know, how carefuily your andience are observing your
mistakes, and on every mistake they drift away from you.

There are some suggestions to help you in enhancing your non-verbal while you speak to a

group. These supgeslions are:

Sincerely like your audience

K.now‘ your subject thoroughly in order to appear confident

Be well dressed (not overdressed)

Look your listeners in the eye (Not too long at any one) and talk with them
Avoid excessive, meaningless, gestures and nervous movements

Keep calm

Remain ebjective, no matter what the provocation

Speak clearly and pleasantly, make sure that you can be easily heard

7
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Activity 3 .

Observe in any one preseniation the non-verbal of the speaker under postures, Movemenis.
Gestures, Eye Contacl, Facial Expressions, and Oral delivery. Against cach item give scorss
out of ten. Check your evaluation with another person.,

6.7 EFFECTIVE PRESENTATION: SOME PRINCIPLES'

Ron Hoff, a hard core advertising professional, head of Ron Hoff and Associates, based on his
presentations to the clients, has suggesied some basic guidelines for effective presentation.
Let's discuss these, eight, real-life principles of presentation that make a measurable,
meaningful difference in the success of your presentation.

Rule Description

1 In preparing your presentation, may be you should start about halfway through.

2 Content is always the first requirement of any presentation. Once conlent breaks
down, delivery is never far behind.

3 It's impossible to be too clear.

q Keep in mind that your audience is going to remember about one quarter of what
you say. ]

5 Participation by your audience will help them remember you and your message,
but "handle with care". Participation can backfire.

6 Nervousness is not all bad, but it can become serious when your audience
becomes more concemed about your nerves than your subject.

7 Eye contact is the strongest force in your favour during a "Live" Presentation.

8 "People may lie, but body language never does”.

Source: Ron Hoff, "How to Make Your Next Presentation g Winner™, In, Strateglc Advertising Campaigns by

Don E. Schullz (linois: NTC Business Books, 1996).
6.7.1 Start Half Way

In preparing your prec~ntation, may be yrn should start about halfway through. There isn't an
sudience in the world that hasn't said to itself, “When is the presenter going to stop talking
about his business and start about mine". So instead of "Opening Remarks”, why not
structure your outline to begin with, "an issue of direct concern to my audience”. The sooner
you can stop being self-conscious and start being audience-conscious, the better your chances
of winning a positive verdict. .

6.7.2 Plan Out Content

Content is always the first requirement of any presentation. Once content breaks down,
delivery is never far behind. If you don't know your subject, your voice is going to tighten. If
you don't believe what you are saying, your gestures are going to be halfhearted. If you geta
question that catches you unprepared, your body language is going to answer for you. How
-much substance do you need in order to feel supremely confident about your next
presentation? The answer is, have in your head about seven times as much information as you
are likely to use in your presentation. Know your subject better than anybody in the room and
your delivery may not be magnificent, but it will carry conviction - and that's betier than
empty theatrics any day.

6.7.3 Clarity

It's impossible to be too clear. Many presentations are so muddled that members of the
audience say to themselves, "What in the world is that person talking abow?" or, "What on
earth am [ doing here?"
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Here is 2 simple but effective exercise: Ask yourself "If I were going to put a fifteen-word
headline on my presentation, what would it say?" Isolaie the meat of what you want (o
communicate and make sure you say it - clearly, prominently. Also ask yourself, "What do |
really want my audience to do as a result of this presentation?

6.7.4 Partial Receptivity

Keep in mind that your audience is going to remember about one quarter of what you say. A
surprising number of presenters will assume that once a statement is made, the audience
retains it, n reality, an average audience retains approximately 23 per cent of a presentation
il the verbal content 1s given visual reinforcement {slides, charts, videotapes). If the presenter
is simply standing there, going through a manuscript, flooding the aunosphere with words, he
or she will be Jucky to have one tenth of the total message retained by the audience.

So what do you do about it? May be you would like to "tell themn what you are going to tell
them - tell them - then tell them what you told them", i.e., put your propesition up and keep

referring to it. 1t is not thar andiences have poor memories, i is simply that presenters assume
that audienee have perfect memones. '

6.7.5 Encourage Participation

Paricigaamn by your mudience vl Pl ihem rermambzr vor an) concewenze, but "handle
with care”. Participation van backfire. You. the presenter, cu zok s ear gudience 1o do almost
anything. Most audiences are surprisingly agreeable. They will do almost anything.
Nonetheless, a few words of caution.

® Study your audience carefully before you get up 10 present.

®  Look for the most animated people in your audience to be your participators.
®  Never force anybody to parnicipate if you detect even a hint of reluctance
.

Never allow anybody 1o look bad.

Participation by your audience can make your unforgetiable but just make sure that it does not
backfire.

6.7.6 Control Nervousness

Nervousness is not all bad, but it can become serious when your audience becomes more
concerned about your nerves than your subject, Nervousness is the number one problems of
people who make imponiant presentations in advertising, ar in any other business. But
nervousness {(somelimes known as “stage freight"}, is not all bad. There are ways to deal with
i, and some of them can acrually work.

i) Take a brisk 2-minute walk. It can be aryund the block, through the halls, or
anywhere you want to walk. Exercise of any kind breaks the strain that creates
nervousness,

i) Look at yourself in 2 mirror and check your appearance. Nothing's out of place and
you look like you want to fook. That reduces anxicty.

iil) Next, take five deep breaths. Deep breathing always catms the nervous system. Ask
anybady who has hypentension, about the results of de¢p breathing.

iv) Tell yourself that your presentation has one goal only: to genuinely help the
audience. That uncomplicates your mind and keeps the focus clear.

6.7.7 Eye Contact

Lye contact is the strongest force in your favour during a "Live” Presentation. When you
make your next prescniation, you will know whether you are making eye contact or not
because you can see vour audience  Herz are three fundamentals on eye contact that will
benelu your next presentzuen:

Sales Presentation
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i) Don't set any. spcciﬁc length of time to maintain eye contact with one person. Stay
only as long as it is comforiable for both peaple. :

i) Eye contact should be broken by natural pauses in meaning — between phrases -- or
thoughts. Eye contact usually breaks most comfortably at punctuation points.

1) There is a big difference between staring at people and eye contact. Staring is
intimidating, confrontational. Eye contact reduces the distance between people. It
reachés out, asks for understanding on a one-to-one basis. ’ .

6.7.8 Body Language

"People may lie, but body language never does." Body language, once you have learned how
1o read it, is going to tell you more than what your audience will say. You can rate people by
their body language, and use your ratings to apportion the amount of time you spend with
each member of your audience: Obviously, you will want to work a little harder -- with eye
contact and participation techniques -- on the person who is scoring low on your body
language scale.

6.8 SUMMARY

To summarise the discussion on the structure of a presentation, we can say that the first thing
in any presentation is the preparation you do in advance. You research the information, ¢lub
the information under subtopics, subheads etc., sequence these subheads appropriately. You
identify specifically what you would say in the opening section of your presentation, you
decide the core i.¢., the main body and you also plan your closing remarks. You have not
started speaking to your audience but you have spent considerable time in preparing. In fact,
those who overlook this phase they find it difficult to make a winning presentation.

While developing any presentation you have to progress very systematically. Each of the
strategic variables should be considered in as much detail as possible. Knowing your
purpose, understanding of audience, development of a message, identification of presentation
method, and integration of various media are all important in development a presentation
siralegy.

In addition, there are eight golden rules, although sound and simple, but you need long years
to fully practice them. Body language is fascinating. And you can practice just 2bout
anywhere. Even if you make a commitment to follow these rules to the extent you can, you
have already improved your presentation ability.

6.9 KEY WORDS -

Presentation: A presentation is a commitment by the presenter to help the audience to do
something to solve a problem.

Presentation Structure: It relates (o the three main phases of a presentation, opening, body
and closing.

Presentation Strategy: It is a mix of all the presentations variables, like, objectives,
audience profile, message contents, mediz available, time at the disposal, which are adjusted
1o achieve a success,

Presentation Skills: These are the abilities of an individual in making successful
presenianons.
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6.10

SELF-ASSESSMENT QUESTIONS

What do you understand from the “structure of a presentation'? Do you need it in a
sales presenlation? Discuss.

What presentation strategy you would adopt if you have to sell personal computers,
door-to-door? '

"why overall appearance and body language are important, when to a prospect your
contents are more imporiant than anything else"? Discuss.

6.11

FURTHER READINGS

Ron Heff, "How to Make Your Next Presentation a Winner", In, Strategic

Advertising Campaigns by Don E. Schultz. (Illinois: NTC Business Books, 1996).

R.L. Bhatia, Development Presentations Skills, (New Delhi: Wheeler Publishing,
1994).
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UNIT 7 NEGOTIATION SKILLS

Objectives

After studying this upit, you should be able to :-

® Deline negotiation

® Understand and explain different steps of negotiation
® Describe the various skills réquired for each step

® Make the use of negotiation skills in selling process
Structure

7.1 Introduction
7.2  What is Negotiation
73  Difference Between Selling and Negotiating
7.4  The Negotiating Continuum
7.5  Sieps of Negotiation
7.5.1 Prepare
752 Discussion
153 Signaling Behavior
7.54 Proposing
7.5.5 Packaging the Offer
7.56 . Bargaining
1.5.7 Closing and Agrecing
7.5.8 Deadlock
7.6 Negotiation Strategies
© 7.64  Strike Back
762  Giveln
7.63  Break O
7.7 Principles of Sales Negotiations
7.8 Summary
79 Key Words
7.10 Self-Assessment Questions
7.11 Further Readings

71 INTRODUCTION

Negotiation is a fact of life. It is the basic means of getting what you want from others. Itisa
two-way communication process designed to reach an apreement when the two sides have
some interests that are shared and others that are opposed. When we look around ourselves
we find that almost everything needs to be negotiated - whether in business, industry or
family. .

Negotiation is a demanding activity and the best way to fearn it is to practice it with seasoned
negotiators and get a personal feedback. It is essentially a practioners art. The pri;naryl
objective of every negotiation is goal achievement. Both the sides involved in negotianop
will have their own goals. But the desirable goal is a “win-win” situation - with a win-win
situation both the parties get a feeling of satisfaction with the outcome.

7.2 WHAT IS A NEGOTIATION

Negotiation can be defined as a process for resolving conflict between two or more parties
where both or all modify their demands to achieve a mutually acceptable solution.

You may note from this definition some of the following important points.

® Negotiation is a process orreéaigmg' conflicts and if there are no conilicts, there is no
need to negotiafa.

® There is a need 1o resolve conflicts, more so with gur customers. If we don’t resolve
conflicts we may even loose them,

® Negotiation does not mean persuading the others to accept our offer. Rather we should
listen to others, and their propositions. 1f possible modify one stand or suggest/guide the
others to modify there demand.

.

Through negotiations we try to reach at 3 mutually aceeplable compromise to solve 2
problem. :




7.3 DIFFERENCE BETWEEN "SELLING’ AND
‘NEGOTIATING’

SELI..ING : Can be described as the Process of identifying customers, then getting
through to them and persuading them to act, or accept our propositions.

W'hcrcas NEGOTIATING is a: Process of getting the best terms, once the other side staris to
act on their interest.

One important point to keep in mind is that negotiation is not just stating a grievance or point
of conflict. As you must have experienced complaints at best can produce apologies and at
worst, they lead to arguments. In negotiation what we really want is to suggest, or encourage
a proposal which will put things right, and take the parties concerned to an acceptable
solution. In the selling simations, whenever the buyer and the seller differ on terms on sale,
be it price, discounts, terms or place of delivery, a negotiation opportunity arises.

7.4 THE NEGOTIATING CONTINUUM

. Negotiation involves movement of both the parties. Thus in a negotiation we must have
somewhere to move from and somewhere to move to. We move from our ideal position to a
sefttement point that is acceptable to both parties. Qur opponent also does exactly the same,
It is the relative bargaining strcngr.h and skill of the negotiators that decides the position of
this settlement point.

Ideal " Limit
A

Bargaining Arena

B
Limit _ Ideal

This sample diagram is static. Negatiation in reality however is a dynamic process. Both the
sides often, as the nepotiation proceeds have to review and modify their limits.
If you look at the above continuum in the conlext of sales process as a sales person your ideal
position is to sell your product at maximum benefit while from the customers angle the ideal
position may to get all the benefits at a much lower price. As the sales process moves both of
you are likely to move from ideal positions and reach a mutually agreeable sate if the.
transaction has to take place.

Activ ll H

Analyse the past szle zgeeements on some of your senior salcs persons or r those of any otner

organisation, that you arc {familiar with, Discuss with the concerncd sales persons Lo iind outl,

a) What is the kind of movement along the negotiating continuum did they meke in
those sales agreement. |
b) What are the (vpe of movement they were able to gel their customers [o agree (0.

.............................................................................................

7.5 STEPS OF NEGOTIATION

The negotiating process, for understanding purposes is broken down into following steps
through which negotiations will go, if agreement is to be reached. Howeven, please keep in
mind that this is not a rigid order, and the time and attention devoted to different steps varies.

However, it is essential for you to appreciate the importance of each stage, irrespective of
their sequence in which they may take place. Table 1 summaries each of these studies.

\

Negotinlon Sidils

43

YIS T




44

Selling Skillx

CLOSE
AGREE

BARGAIN

OFFER

PROPOSE

SIGNAL

DISCUSS

PREPARE

Table 1: Different Steps Of Negotiation

Steps

What you should do

Preparing -

Have you decided your objectives ?

Have you pricritized them?

Are they realistic

Whal are your opponent’s objectives

Do you have any information regarding buyer attitudes,
personalities, assumptions elc.

Is your strategy simple and flexible

In a group negotiation, have each members tasks

been clearly defined.

ii)

Discussion To.

Always try to avoid interrupting, talking too.'rnuch,
using sarcasm and threats.
Practice listening, and summarizing.

i)

Signaling -

Is your signal generating some movement.

What signals have yon made?

If your signals have been ignored, have you tried .
rewording them.

Are you listening attentively for your opponents’
signals.

iv)

Proposing -

What is the language you are using to convey your
proposal.

Have you itemized your proposal

While receiving a proposal ensure that you do not
interrupt it

v)

Offer - -

Before making an offer review your opponents and
your own objectives. ] ’

How can your offer meet all/some of your
opponents inhibitions/oujectives

Have you considered all the possible variables in
your offer.

vi)

Bargaining

Everything must be conditional .
Decide what you require in exchange for your
concessions

Keep all unsettled issues linked

vii)

Closing and agreeing -

Decide where you intend to stop trading

What type of close are you going to use

Always list the agreement in detail

If the agreement is oral, always send a written note (o
your opponent, as soon as possible after the meeting.

Source: Gavin Kennedy, John Benson and John McMillan, Managing Negotiations, (London: Hulchanson

Business, 1990)




Activity 2

a) Discuss with 2-3 senior negotialors in your organisation or any other organisation
that you are familor with. Let some of them be from the sales field and others fron
administrative (.. HRD) or policy ficlds. Try 1o find out what has in gencral been

the sequence of the sieps in the negolialing excrcise in their case. Does the sequence
vary across situations? -

b) Look at the family situations reguiring negotiation. Do the negotiation steps remain
the same? [1'nol. how do they vary?

7.5.1 Prepare

What you do, or don’t do, before you arrive at the negotiating 1able will become evident when
you get to negotiations. If you are not fully prepared you can only react  events, you cannot
Jead them. In the preparation phase you define what needs to be achieved and also decide
how it will be achieved. As a negotiator you must know what you want in the short term and
in the long™term. You must be clear why you want them. You must be aware of your
opponents expectations and environment. For easy understanding we can sub-divide

preparation under a number of key headings :- objectives, information, concessions, strategy
and tasks,

Objectives

The first priority in preparation is to decide your objectives as everything else will follow this.
Once you decide your objectives, you must assign relative priorities and question how
realistic they are. If your abjective is clearly unattainable you are not likely to gain anything
from nepotiation. Once you decide your objectives, these also become your criteria for
measuring whether the negotiation has been a “success™ or a “failure™. The first step in
deciding objectives is to make a list of all your objectives. The objectives set in auy
negotiation are only fixed at a given moment of time. Circumstances, people, information
and so many other factors can alter the objectives and their manking. After you have listed
down alt the objectives you can ¢lassify them into three categories :-

- Like to ger
- Intend 1o get
- Must get

Relating this step to the sales proeess as a salesperson it is very important that you decide
your call objectives before you meet the customer and cate porize them, E.g. from a particular
customer you may Like to get : order for 20 machines at 25% profit margin,

Intend to get: order for 20 machines at 20% profit margin.

Must get : order for 15 machines at 17% profit margin.

Information

To establish and prioritize your objectives realistically, considerable amount of information is
‘required. The person with the best information in a negotiation carries a lot of power. After
you collect all the information you have to then decide which information to use and which
not to use. Alfter deciding your sales objective the more information you can gather about
your customer in terms of his personality, likes and dislikes, past usage pattern etc. the easier
it will be for you to plan a strategy to deal with him.
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Strategy

Strategy as a separate step will be discussed in detail later in this unit, However you must
keep in mind that in preparation phase your strategy will need to be mapped out. Thus the
framework of game plan you need to follow to achieve your objectives must be clear.
Always ensure that your strategy is not loo inflexible. It should be able to respond to
developments within the negotiation. Thus, at any stage of negotation, if you fee! that the
strategy is not working you must be able to modify it.

Tasks

In the day-to-day minor ncgotiations where we are involved, we act as an individual rather
than as a member of a tcam. However in more important negotiations both the groups
involved are likely to have more than one member. In such situations where the group uas
more than one member it becomes very essential that each member’s role and the tasks he has
10 do are clearly defined and explained. Many times when you are calling a major custorner,
you may visit him as a team from your company. At such meetings it is important that
everyone in your team knows what exactly his role is and what he is going to say during
negotiations.

7.5.2 Discussion or Arguing

The second step in the process of negotiation is the discussion. This step is also called
arguing. Within the second step of discussion we will also look at another important aspect
of negotiations 1.e. signaling.

When the parties involved in negotiation [irst meet each other, they are aware of the conflict
of issues between them. In the instance where the parties have not met each other before this
they are most wary of each other. Thus, during the opening phase of the negotiations the
atmosphere tends 1o be very tense.

The discussion step is a major opportunity as you can gain all kind of information regarding
the other party’s behaviour, his intentions, his objectives from him only. To gather more and
more useful information about your opponent, however you must avoid the habit of
interrupting your opponent when he is speaking.

As is normally s=en when emotions are charged up, most of us make certain threats, not
necessarily intending to carry them out. The most natural reaction to a threat from either side
is a counter threat from the other party. In such a situation during a negotiation both the
parties may end up with mutual exchange of sanctions. Thus it becomes very critical, that as
a party involved in negotiation you depict constructive behaviour. But the prbolem is, how
to show constructive behaviour ? )

The most important thing is to listen more than you talk. Your positive listening must be
supported and followed by positive talking behavior. The technique for deing this 1s to ask
open questions which will encourage your opponent to explain and elaborate his views and
ideas, :

When the discussions are in progress, one of the [actors that will determine the outcome is
how well you can send signals. We leamt at the beginning of the unit that the essence of
megotiation is movemnent along the continuum. Both the parties involved need to move from
their ideal state to mutually acceptable state. The parties involved in the negotiations use
sanctions and incentives to ensure movement towards their ideal state.

7.5.3 Signaling Behaviour

When you are involved in negotiations the way to handle concessions with confidence is to
develop skills in signaling behavior. A good negotiator always tests how strong is his
opponent’s apparent stonewall position. This is the same situation which any salesman
recognizes when he is facing objections from his cusiomers. The first thing that a goad
salesman daes in such a situation is (o test whether the objection is reat or false. So he will




ask his customer, “If I was able to overcome this problem, would you be prepared to buy?”
For a real objection the customers answer 10 above question is yes. With the help of signals,
the parties involved in negotiations indicate their willingmess to negotiate.

Whalt is a Signal?

The dictionary defines signal as a message. For any message o convey the meaning it has to
be interpreted correctly by the receiver. Signals are qualifications placed on a statement of a
position. Thus, instead of saying ‘[ will never agree to your demands’ you may say, “In the
present from your demands are unacceptable to me”. A signal is expected to lead to
movement.

Hovw to signal: For signals to convey message effectively it is essential that the parties
involved in negotiations are listening to each other. What normally happens is that as both
the partics are focusing on their issues, many times they will miss the signals and prolong the
argument. If you are not listening to what your opponent is saying and how he is saying it,
you will inevitably miss his signals. However there are many sitwations during negotiation
when you may want to consciously miss a signal. Consciously missing a signal requires a
different skill.

During a deadlock, if you are willing to negotiate a solution, you can try to break the
argument by signaling or responding positively to signals sent by your opponent. Remember,
the method to signal is by adding qualifications to your statements. For e.g. 'Itisnota .

normal practice over here to give credit’, ‘Everything you are suggesting cannot be accepted
elc.

What to do when your opponent ignores the signal: If there is no response to your signals
from your opponent you must analyze first whether he has missed the signal or is
intentionally ignoring the signal. If your opponent has missed the signal you can either repeat
it verbatim or in modified form. *Everything you are suggesting cannot be accepted in its
current forrn’ can be repeated as ‘you cannot expect us to aceept everything you are
suggesting in ils current form".

After having tried a signal, repeated it in different forms, and positively responded to any
signals from your opponent, you must decide whether you want to move out of discussion or
more importantly whether negotiations are possible in current circurnstances.

Activity 3 .
I possible observe some negotialing processes in your organisation. Study and list the type
of signals you observed during the process. from the side of both the partics. Study the list
carefully afler the negoliations are over, Does the sequence of the signals give any indicatios
of the type of “'movement” in the negotiating process. Comment.

7.54 Proposing

Discussions, opinions and prejudices cannot be negotiated, only proposals can. When an
argument is prolonged, the way out is by a signal which leads to a proposal. In the context of
negotiation a proposal is an offer which establishes a realistic Opening position.

When you are presenting an initial proposal you would most likely state your ideal position,
and your language will effect the firmness of your position, *I had expected much better
service’.

When you present a secondary proposal you are trying to initiate a move forward to common
ground. Thus the lanpuage used for secondary proposals in most cases is tentative. 'I may
lock into the possibility of considering this',

How to Present a Proposal: The best way o present a proposal is to keep it separate from
reasoning and justification, The reasoning must be reserved for only those cases where it is
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absolutely necessary. The party that puts the proposal first usually gains a upper position in
the negotiation as afler having put the proposal, it can always seek a response, “Is my
proposal acceplable?”

How to receive a proposal: To effectively receive a proposal, you must curb two common
behavior patterns : interrupting and instant rejection. When you interrupt a proposal you are
likely to miss something which was yet to be proposed as very ofien experienced negotiators
will tag 2 concession al the cnd of a proposal.

The other important behavior to control is instant rejection. Even when the opponent’s
proposal is abso'utely unacceptable to you, treat the proposal and the prepares with some
respect. Listen carefully 10 the complete proposal and then ask questions to clarify the points
that may not be clear to'you. If you are well prepared then reply to the propbsal and in case
you need some time to finalize ask for an adjournment. The most useful skill in handling
proposals and counter-proposals is the summarizing gkill. Regular summarizing of issues
keeps both the pariies concentrated to issues.

Adjournments

The main purpose of an adjournment is to review and assess progress against the set
objectives. The acrual nuriber and frequency of adjournments depends upon the practice of
negotiators involved :

Activity 4

Sethine Consumer Jurakle, especially through personal selling, represents and sitaton whe
the consumer may present corresponding objections and nced corresponding rounds of
proposals before he. she agrees 1o buy. Talk to some salesmen of such products, like. Vaccum
clcaners. waler filters. home appliances, and delivery services, and colicct information on
their first proposal and second proposal formulation. *

755 Packaging the Offer

Offer moves the negotiations into the bargaining arena. But before the bargaining begins, one
should package the offer, suitably.

What is an offer: In the context of negotiations, an offer is a considered activity in response
to the opening moves of the negotiation. When you present an offer, you present the
vafiables in a form which more clearly matches the other party’s interests and inhibitions.

Before presenting the offer srou must think carefully and creatively about all the possible
variables,

7.5.6 Bargaining

Bargaining is about exchange - you give up something and gain something. This is the most
intense phase of negotation.

The single most important rule of bargaining is to ‘make &1l propositions and concessions,
conditional. Thus while bargaining you give away nothing absolutely nothing free. You
ahways use the big IF.

“If you agree to X, | will agree to Y.
Another point to keep in mind is pul your bargaining proposals as statements and not as

questions 'If you inform the discounts, and promise to deliver in seven days, then [ will
process the order’.

T T
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Vhile during the proposal step you make tentative offers. T will consider’, T will iqok into’
tc. in the bargaining step you fum up your proposals and become more positive ‘If you do
LIwillde Y'. ’

’crj oflen in negotiation, a party will present a list of demands, objections, requirements eic.
ollowed by the ‘logical’ suggestion that each item is dealt with one ata time. If other party
resents'such an idea, don't agree to such a demand. Always try to ensure that you keep all
he issues in dispute linked. If you agree to negotiate item by item the other party has good
hances of squeezing you.

15.7 Closing and Agreeing

[he purpose of closing is to lead both the parties to final agreement. Thus closing must be
redible. Your closing package must meet enough of your opponents needs to be acceplable.
['wo common types of closes used during negotiations are ¢oncession close -and summary
slose.

~oncession Close: When you use a concession close you terminate the bargaining step by
>ffering a concession to secure agreement. )

Summary Close: Summary closc terminates the bargaining step by summarizing everything
that has been agreed upto then, highlighting the concessions that the customers have secured
(rom your side, and emphasizing the benefits of agreeing to what is on the table.

Agreeing is the last step towards which both the parties have been working. The purpose of
closing is to secure agrecment to what is on offer. Itis of utmost importance that both or all
the parties involved are absolutely clear on what they have agreed to before they leave the

table.

7.5.8 Deadlock

We have seen all the steps of negotiation process. During any of the steps negotiations could
enter deadlock. A deadlock stops the negotiation process deadlock has a price, Its most
obvious price is the fact (hat the time spent in trying to negotiate a deal becomes a dead loss
to the organisation, if the deadlock is irresolvable. .

Desdlocks occur in many negotiations despite the best efforts of the negotiators. Some
deadlocks are temporary, others can be permanent.

The way to handle deadlock is to keep your emotions, prejudices out of the issue and work
towards finding some comumon objectives, Your basic intention should be to get negotiation
process moving again, so as to enable a solution, acceptable to both parlies.

7.6 NEGOTIATION STRATEGIES

During the negotiation process, as the discussion happen you would be reacting to the other
party’s comments in various ways. However three natural reactions that are commonly
observed in most pteple are:

7.6.1 Strike Back

In this strategy you respond to your customer in the same tone and language as he is doing to
you, Occasionally striking back will show your prospective that you can also play the samne
game and will make him stop. But more often this strategy will land you in a futile and costly
confrontation.

7.6.2 Giveln

Many times your customer may succeed in making you feel so uncomfortable with the
negotiations that you give in just to be done with it. Giving in results in an unsatisfaclory
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outcome specially for you. Giving in also gives you a reputation for weakness that your
opponent and others may try to exploit in (he future. '

7.6.3 Break Off

At times, the negotiation process can come to such a stage, that avoidance is a perfectly
appropriate stratcgy. Sometimes it is better to end a business relationship if continuing means
being taken advantage of or getting into fights again and again. But the costs of a break ofl
arc high. Breaking off is frequently a hasty reaction that you come to regret iater.

This negotiating requires you to be a very good communicaltor. As we stated carlier the
objeclive of negotiation should be a “win-win' solution for both the parties. This requires that
you show empathy with the other person. If we consider empathy and overall:projection (i.c.
how you come over to others by your (one, language elc.}, we can have four kinds of
communications:

- High Projection
1. High Pressure 4, Ideal/Assertive

Low . High empathy
empathy :

2. Lintle interest 3. Weak

Low Projection
Type | High Pressure Communicator: He is the kind of person who is over aggressive and
insensitive to'uther person’s feelings. He feels, due to sheer pressure, he can win over the
argument. In fact, mostly what happens is that as he has very low einpathy, it becomes self-
defeating and switches off the other people who are laking part in negotiation.

Type2 Little Interest Communicator: He is the kind of person, who has litile interest in
either person, or surprisingly his own ideas. His general attitude in the process is take it or
leave it kind. It often appears that mentally he has no interest in the process of negotiation.
Thus a lack of commitment to the whole process (ends to just run the process.'.

Type 3 Weak Communicator: He is the kind of person, who is over sensitive (o the other
person’s needs and comes over as essentially nice. He can take the side of the other person so
much on occasion that there is no persuasion and thus no commitment is achieved.

Type4 The Ideal/Assertive Communicalor : He is the kind of person who has
understanding of the other person's ideas but is also firm about his idcas. He produces
agreement and commitment to the satisfaction of both the sides.

7.7 PRINCIPLES OF NEGOTIATIONS

N
To end this unit on negotiation, let’s summarize the principles of negotiation :-

1) ‘Ncgotialion is about bargaining to reach a mutually agreeable outcome. Thus your
endeavor should be a win-win outcome for both the parties. '

2) Never heglect your preparation and you must have a clear pl;m. It is also advisable that
you select the right starting point.

3)  All the participants of the negotiation must regard each other as equals as mutual respect
is essential to both the conduct and the outcome of nepotiation.

4) Always keep in mind that negotiation is not a debate but a discussion. Therefore each
person must "fight his corner’ without trying to overdominate or show one-upmanship.




5) Patience is a key characteristic of a good negotiator, thus take your time and do not rush
into decision making. Delay is much better than a poor oulcome.

6) Empathy is another vital characteristic, therefore see things from other’s point of view
objectively.

7) State clearly your objectives and take a feedback as to whether the other person has
clearly understood your objectives or not:

8) Avoid confrontation and avoid getting into a comer you cannol get out of. When you
" have to disagree, do il carefully. When you have to make concessions, make them one at

a time, unwillingly.

9) Aim high, and settle as high as possible. Know when to drop the whole thing rather than
agree to a totally inappropriate deal.

10) Maintain your stamina,
11} Never underestimate people.

12) End positively, Neither party will get exacily what they want, but the deal should be
agrecable.

7.8 SUMMARY

Negotiation is aboul bargaining to reach a mutually agreeable outcome. As a party to
negotiation your endeavor should be a win-win outcome for both the sides. All the
participants of negotiation must regard cach other as equals. Il you want to be a good
negotiator patience should be your key characteristic. Always end positively. Remember
neither party will gel what they want, but the final deal should be agrecable to both the sides.

7.9 KEY WORDS

Negotiation :  Process for resolving conflict between two or more parties when both or all
modify their demands 1o achieve a mutually acceptable compromise.

Preparation :  The activities you carry out before you arrive al
ncgotiation table. )

Signals : Qualifications placed on a statement of a position to convey
a message.

Offer : Considered aclivity in response-to the apening moves of the ncgotiation.

Bargaining : Process of exchange : going up something to gain something.

7.10 SELF-ASSESSMENT QUESTIONS

1. Discuss how negotiations and conflicts go hand in hand with each other?

2. Da you think you need to prepare yourself in advance for ncgofiations? What
specilic preparations you would do to meet a prospect for sales negotiations.

3 Differentiate between deadlock, stonewallings and non-conclusive negotiations.
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UNIT8 RETAIL COMMUNICATION :
SALES DISPLAYS -

Objectives

After reading this unit, you should be able to ;
* explain significance and purpose of sales displays;
* deseribe principles of display designs and types of displays; and

¢ outline the planning and execution phases of effective sales displays management

Structure

8.1 Introduction .
8.2 Objectives of Sales Displays
$.3 Principles {and Aesthetics) of Display
8.4 Typesof Display

8.5° Managing Displays Effectively
8.6 Training Retailers

8.7 Motivating the Retailer

88 Summary

8.9 KeyWords

8.10 Seclf-Assessment Questions
8.11 Further Readings

8.1 INTRODUCTION

Retailing scene in India has -undergone a significant change in the last two decades.
Not only there has been a quantitative increase in the number of retail stores but also
their size, location, nature of selling operations, exteriors as well as interiors, and
merchandise displays etc. have seen a qualitative improvement. This improvement,
however, has been more pronounced in the retail stores located in metropolitan cities
and urban towns. Over there we notice an increasing use of various methods for
attracting customer traffic at the stores. One of such methods is the sales displays.

Meaning of Sales Displays -

Believing in the concept of “‘come and get it, we have it"”, dates displays are in-store
presentations and exhibitions of the products alongwith the relevant information.
Effective displays increase the interest of the shoppers in the products on display and
lead to increasing the level of the pass-by ratio and hence the sales. Sales displays
have come to form an integral part of store atmospherics and play a useful role in
retail slore promotions.

8.2 OBJECTIVES OF SALES DISPLAYS

According to Lewison and Delozier, sales displays are used to:

- maximize product exposure

- enhance product appearance

— stimulate product interest

— exhibit product information

— facilitate sales transaction

— ensure product security

— provide product slorage

— remind tustomers of planned purchases, and _
~ generate additional sales of impulse ilems.

In pursuit of the above objectives, displays perform a three-fold job:

— attract people who otherwise might not go into the store, such as passers-by out
window shopping, to come inside,
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— after they are inside the store, whether they came in to buy or jusf to look, expose
them to buying suggestions by counter displays and literature, and

- those who come in to buy something, induce them to buy a larger supply by smart
packaging or display, or to buy additional products.

The power of sales displays in accomplishing the above objectives can be felt by
visiting retail stores say Bata, Raymond’s, Intershoppe, Akbarally’s, Flury's,
Benetton, Singer’s Kitchen Collection. Usha-Shriram, Titan Watches and Ceat
Shoppe to name a few.

In shori, sales displays project a retail outlet, as well as a product's personality,
creale store atmospherics, stimulate desire to buy, trigger moods and act as silent
sales people.

83 PRINCIPLES (AND AESTHETICS) OF DISPLAY

Effective displays result from the use of both the design principles as well as the
creative and artistic talents of the designers. Some of the important design principles
(sec Figure 1) are discussed below : '

Y. Unity 2. Bolance |
_{lormal) :

1]

'
Balonce ) .
{informal} 3. Proportion

- L y
- L : 5%
4. Dominance B ; - A 5 Coatrost .

Figure 1 : Basle Principles of Design

Principle of Unity means that the various clements of display {such as merchandise.
display materials, signs. ‘accessories, ctc.) appear unified and be seen as a whole and
complele unit.

Principles of Balance means a harmony among the components ol and items on
display. Balance may be formal or informal. Formal balance believes in symmetry,
that is; 'same weight, height or number of items on both the lefl and right sides of
window display. Informal displays aim at being novel and extra-ordinarily attractive
and thus are asymmetrical in nature. :
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Principle of Proportion concems with the relative sizes of the various objects of Retall CommunEcation:

displays. It involves the positioning of objects in a certain pattern. Popular display Sates Displays
‘Patterns are : the step, fan pyramid and zigzag (see Figure 2)

2. Fon pattern

l_/ ﬂo’/.r

T ST T

3. Pyramid pallern 4. Zigzag patlern

Figure 2: Display Patterns
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Principle of Dominance means dominating the display scene/space by using
specially made products/packs of size much larger than the original size, or

dominating with the use of unusual special effects as attention arresters/crowd
pullers.

REENTY

Use of giant Easter eggs In the show window of Flury's at Calcutta, of snakes and
ladder game at Raymond's and placing of chotiwala person at a restaurant in

Rishikesh near Haridwar are some examples of & plays based mainly on this
principle.

Principle of Contrast concerns with focusing on a product by stressing on the
contract, such as; displayinig a light shaded product in dark shade background, a small

cute offering against the giant size product in the background, using contrasting
colours of lights, ete.

Activilty A
Visit the major shopping centre of vour town and study the relad! siores located thara
in terms of : )

a) size of stores using show windows ;

b) type and brands of products on display :

¢} type of matcrial used for making ihe dispiays attrasiive : and
d} the major principle of display used in the show window.,
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8.4 TYPES OF DISPLAY

As has already been stated, good displays act as powerful traflic builders and result in
raising the store sales. Going by the increase in compelition at the markel place and
the felt need of each retailer Lo attract more shoppers to its store, the question facing
them today is not whether (o use displays or not but how to use displays effectively.
Blending creativity with principles of display designs. nature of product and specific
market needs. has resulted in the creation of impact making sales displays which can
be broadly classified into the following types. Belote gaining familiarity with the
different types of displays it will be desirable to remember.that a creative retailer for
gaining the unique display edge may make use of a combination of somg or many of
the display types discussed below.

1) Assortment Display: In this type of display a retailer puts on display a wide
variety of merchandise for the customer. This display is organized in two ways —
open and closed. The open display provides an opporlumity to the customer to
feel or try the product. Self service stores. Super Bazars, Y.endriya Bhandars o2d
ready-to-wear garment storcs commonly use open displays.

The closed displays. on the other hand, -lrceep the products within the glass
windows or pre-packaged form. Counter service retail stores and those stores that
sell expensive items (say jewellery) or fragile products generally use closed

displays.

2) Theme Displays: These displays work on the principle of unifying the
merchandise on display around a common theme or event, and accordingly call for
the creation of appropriate mood or atmosphere in the store. These displays aim at
enhancing customer cnjoyment while involving him more deeply in the
merchandise and the event. The theme may relate (o national, intemational or
local event, a season, festival or even could be internal to the store. Some popular
themes include Republic, Independence and 2nd October Days at Khadi
Gramudyog . New Year, Christmas, Easter, Diwali, Pooja and even off-season
sale themes at other stores. Bridal themes at saree shops, holidays themes at travel

. agency firms, school opening Lthemes al shoe, stores, elc. are some more examples
of theme displays.

_ Bala, probably, was among the first to introduce the theme displays, initially for
Lheir range of footwear. ard now for their whole host of accessories. Imagination
can perhaps be the limiting factor to such creative theme displays oné comes
across now. For instance, oncc around Christmas Raymond's had a window
display depicling the story of three kings and the shepherds with the underlying
aim 1o display Raymond’s blankets which were used as coats by the shepherds.
Similarly, Intershoppe played on the “denim mapic™” theme — even dressing
windows in denim blue to sell its range of jeans and jean accessories. Renowned
beautician Shahnaz Hussain projects the ethnic image lo promote her herbal range

. of cosmelics at her Saloons in India and abroad.
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3) Life-Style Displays: Using the market segmentation approach life-style displays
are used by retail stores focusing on the activities, interests and attitudes of a
segment of customers. The purpose is to make the retail store appear homely for
the target customer and give him the feeling that he-has come to the right place for
shopping. Benzer, Sheetal, Roopam and FUs garment stores, Usha-Shriram
household furniture and items represent some examples of these displays.

4) Coordinated or Ensemble Displays : Using the approach of suggestive selling, in
this type of display generally a mannequin is dressed in matching say combination
of shoes, socks, pants or short, shirt or T-shirt, sports-jacket and even tennis
racket and bags as at Bata’s, “Power” range stores or Raymond's shops. The
customers are thus provided with the ease to buy related Raymond’s items in one
department or place instead of going over to different departments or stores.
Ensemble displays focus on selling a concept rather than just a product.

5) Unit Displays : Unlike the related displays, the unit displays use merchandise
that is identical in size, colour, shape, use etc. for display together as one unit and
at one place. Generally the display of knives or spoons in cutlery, shoes, bags,
shirts etc. as seen in a good number of stores follows this pattemn.

6) Classification Dominance Displays: This type of display focuses on exhibiting a
large variety of width and depth of the product lines carried by the store. This is
organized on product basis which are put in vertical order for displays on the
walls, on the selling floor or sometimes all over.

7) Rack Displays : These are mainly used by clothing and household goods retailers
for neatly hanging or presenting the products. A variety of vertical chrome or steel
- tubing racks in circular and sidewards shapes as well as mobiles are used for
display.

Cut Cases and Dunip Bins also find use as inexpensive and effective displays.
Used at wholesale and large discount sale stores, merchandise is left open in these
cases and bins for providing ease of handling to shoppers. :

Some other complementary materials that aid in making sales displays attractive
include window streamers, stickers, posters, hangers, counter cards, dummy
cartons and balloons,

8) Videotape Displays: An interesting development in retailing in the devcloped
countries is the growing use of audio-visual merchandising. These displavs use
technology Lo “speak” to and show shoppers the available merchandise. These
pre-recorded audio/video devices include “shelf talkers’ and ““rear screcn
projections™ thus adding a new dimension to products needing demonstration.

Activity B
During your visit to the major shopping centre of your wwa in additise o aithering
data aiready listed in Activity A. anzalyse the ratail displays in terms of

a) tvpe(s) of display used

b) nature ol product and (ype of display used

¢) power of displavs used to atiract the window-shoppers and passers-hy
d) unique features of the displays liked most by vou.

........................................................................

85 MANAGING DISPLAYS EFFECTIVELY

In order to get maximum advantage from sales displays it is necessary that these be
organized and managed effectively. The process of display management ¢an be
divided into two phases :

1) planning of sales displays, and
2) execution of sales displays.

Retall Communicatign:

Sales Displays
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Planning of Sales Displays oo

The planning phase of sales-displays covers dimensions such as:

— oplimal use of display space

_ use of cost-eflective fixtures for display which provide maximum exposure to the
merchandise ’

— type and pattern of displays to be used and their suitability with both the available
store space as well as store layout ; and '

" _ cost and frequency of change of displays in the retail store.

Execution of Sales Displays
This phase of display management includes :

~ cnsuring adequate stock of merchandisc to be displayed as well as in inventory

— earmarking area and allocation of specific space of diflferent displays and [xlures

— checking the quality and features of the display fixtures procured for use in
displays

— attending to display related aspects such as store name board, store front, display
window size, style and colour of display signs to be used, and display window
lighting and atmospherics including Moors, walls, ceilings, ventilation, cooling,
heating etc. ;

— organizing men and materials for the display including selection of outside experts, I
if any, and coordination with other employees of the store

— instructing store staff on handling of displays and merchandise, and

— arranging for timely advertising and publicity of the store.

_  Ovid Riso in his edited book “Sales Promotion Handbook" cites the following
requirements for a good product display: .

1) It must be easy to set up, and sturdy to stand up well. Should have it own easel
or base and not require fastening, tacking or attaching to any other fixture.

2) It should illustrate the product in use if there is the slightest chance il consumer
cannot see at a glance exactly how to use it

3) It should be colourful, well designed and simple.
4) Tt should be informative, including the price.

Given the importance of proper planning and execution, incorporaling creativity and
innovativeness in sales displays emerge as the primary need in its effective
management. It, therefore, requires the use of outside experts as well as search for
newer materials to achieve distinctive edge in the product display. The other
requirement relates to the frequency at which display designs are changed which in
turn is linked to the budget available for this promotional activity. Big budget
companies are known to change their displays quite frequently and for this purpose
even employ interior decorators and designers and some have an in-home
merchandising and display department

Obtaining Retailer's Cooperation

Sales displays at the retail store can be organized either singly by the store owners or
jointly with the manufacturers of the products. The manufacturers sponsored product
displays at retail stores carry one more important dimension. This relates to selling of
the display scheme to the retailers and obtaining their cooperation for proper usage of
display material and scheme.

Motivating and Training Retailers

This relates to the zeal with which the retailers support the manufacturer’s efforts. In-
other words, for maximising results from sales displays, participating retailers need to
be convinced of (he objectives, and trained as well as motivated to get their utmost
cooperation in the conduct of sales displays. The remaining part of this unit covers

this aspect

8.6 TRAINING RETAILERS

- With growing competition for the limited display space at the retail store on the ane




hand, and rising costs of organizing displays on the other, it is becomug necessary Retall Comimunication:

retailers participation with equal enthusiasm. An investigation to the reasons for Sales Displays

It is not unusual to find that ot all the display schemes offeréd by manufacturers get
retailers participation with equal enthusiasm. An investigation into the reasons for
retailer’s poor interest in some of the display schemes pointed out to the following
inadequacies

— unreasonable terms of participation and unattractive rewards ;

— mismatch between display space available at the store and display requirements ;
— complicated display fixtures and materiai ;

— monotenous repetition of old display ideas ;

— non-availability of professional help required for setting up of creative displays ;
— unclear instructions regarding use of display material ; and

— receipt of incomplete display kits.

In view of the above reasons, it, therefore, becomes necessary to satisfactorily involve
retailers in the organization and conduct of sales displays. A beginning, in this regard,
should be made by explaining to the retailer and his staff the purpose of the display
and how to make it a success. The latter could bé done through personal discussion,
supply of printed self-instructional material, provision of do’s and don’ts and

avail ability of assistance from interior decorators where needed. In any case, a
salesperson’s visit to the retail store after the display material has arrived at the store
to ensure ils completeness as well as for guiding its handling has been found very
useful in both reducing material wastage as well as disinterested participation.

A Company Practice )

In order to ensure proper usage of the display material as well as to make retailers
promotion conscicus, a U.S. Corporation made the following suggestions to its
display scheme participating retailers : .

I} When the display features a general idea, place it in a prominent location where it
will be seen by all customers. The space opposite the front door is, incidentally,
the preferred position in the whole store.

2) A specific item or specific line display should be placed as near as possible to the
merchandise deseribed.

3) A display offering the merchandise for the consumer to examine should be placed
where the customer can touch it

4) Al displays should be placed where they can be seen and read by the customer.

5) Displays designed to be hung from the ceiling should be hung low enough for the
customer to read and look over easily.

6) All displays should be placed where they will not conceal merchandise.

T} Never place displays where they will have to be moved back and forth by
salesmen when taking caré of customers.

8) Alwa:vs place displays in a well-lighted position.

8.7 MOTIVATING THE RETAILER

With a view to motivating retailers to put in their best efforts in the conduct of sales
displays, sponsoring organizations encourage them by :
~ provision of display goods and fixtures at special subsidised .prices

- cooperative advertising and sales promotion i.e., promoting the retail store as well
as the manufacturer’s product on cost-sharing basis

— publicity through newsletter as well as keeping the retailer informed of the market
movements of the product on display in different markets

— organization of display contests carrying catchy rewards and effort refated
comsolation prizes

- photoflashing of retailer’s displays at work to other retailers
— visit of mystery shoppers who assess and award prizes to outstanding retailers,
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For example, Food Specialities Limited in India attaches considerable importance to /
the retail trade. Even much before the trend of hiring display windows had caught on,
it embarked on a drive to enrol all high-visibilily shelves and counters for displays.
The company, generally speaking, offers nearly 25 per cent more money for shelf
space than almost any other company. It has also devised a host of retail dispensers -
hanging net baskets, counter top and floor racks to carry a range of its brands.
Likewise, one of the principal [actors for the success of brands such as Vicks Vaporub
and Gold Cafe in 1988 is attributed to the abilily of their sponsors in motivating
retailers and hiring out premium display windows.

With the passage of time we find that the art of organizing elfeclive sales displays has
been perfected. Quite a few consumer goods companies in India which have been
using sales displays almost regularly have developed very comprehensive checklists
covering pre-planning steps ; event planning ; design preparation and procurement of
aids for displays ; selection and signing of select retailers ; monitoring of display
scheme in action ; judging criteria, rewards, follow up and lessons for the Future.
These checklists also find an outline of the role of the salesforce at Lthe various slages
of the sales displays.

8.8 SUMMARY

Sales displays have acquired a place of significant imporiance in modemn relailing.
These help in both enhancing the store image as well as aliracting shoppers fo the
store. Effective sales displays make use of aesthetic principles and are generally built
around a popular theme suiting the market needs of the product. Sound management
of sales displays requires an eye for detail on the part of sponsors so far as minute
details relating to planning and execution of sales displays are concerned. Retailers
play a eritical role in the success of sales displays and hence require careful handling
and proper motivation. : :

8.9 KEY WORDS.

Cut-Case Display: Inexpensive display, where merchandise is left in its original
carlons/cases.

Dump-Bin Displays: Case/Bins display which carry a large number of sale items.
Ensemble Displays : Display where related or coerdinated merchandising is put
together.

Fan Display Arrangement : Setup vertically, the display arrangement rises from the
heavy base and \.{.ridcn;;'draslir.:all}r as the height increases. Often seen al chocolates,
confectionary, and grocery shops. (See Fig. 2.2}

Merchandising Space : Space used for keeping items in stocks or inventory, while
not on display. )

Merchandising: Planning and presentation of merchandise and services at places
and in quantities that best serve the interest of the customer and Lhe retailer.

Open Assortment: Display of merchandise inviting access to the customer to feel or
try them.

Pyramid Display Arrangement : Display amrangement in the shape of a three
dimensional pyramid, with each side presenting an attractive triangle (see Fig. 2.3).
Rack Display : Displays of merchandise on racks generally used by textile retail
stores. '

Scrambled Merchandising : A wide variety unrelated to additions to the retail
store’s original business merchandise. R
Selling Space : Space in the store earmarked for displaying merchandise, interagtions
between sales personnel and castomers, space of demonstrations, etc.

Step Display Arrangement: A multi-tiered placing of trays, resembling a series of°
steps, for display of merchandise on it (See Fig. 2.1).

Store Front: The total physical exterior of the store itself including entrances,
windows, lighting and construction materials, etc.
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Width of Assortment : Variety of different or unrelated product lines handled by a
gtore.

Zig-zug Display Arrangement : A display arrangement which uses the basig
approaches of step and pyramid display arrangements. The merchandise put on it
appears to be zig-zag along the way. (Sez Fig 2).

8.10 ' SELF-ASSESSMENT QUESTIONS

a} Why is it becoming increasingly important for the manufacturers to properly
manage the sales displays of their brands ? Develop a checklist for evaluating the
sales display at a retail store.

b} Using the above checklist compare the effectiveness of sales displays in any of
the lollowing two cases :

1) A footwear store

2} A Jewellery shop

3} A saree store

4} Consumer durable store
5) Cosmetic shop

.6) Beauty Parlour

7) Fumiture shop

8) Bookstore

8.11 FURTHER READINGS
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Wldth of Assortment : Variety of different or unrelated product lines handled by a
store.

Zig-zag Display Arrangement : A display arrangement which uses the basig
approaches of step and pyramid display arrangements. The merchandise put on it
appears to be zig-zag along the way. (See Fig. 2).

8.10 SELF-ASSESSMENT QUESTIONS

a) Why is it becoming increasingly important for the manufacturers to properly
manage the sales displays of their brands ? Develop a checklist for evaluating the
sales display at a retail store.

b} Using the above checklist compare the effectiveness of sales displays in any of
the following two cases ;

1} A foolwear store

2} A Jewellery shop

3} A saree store

4} Consumer durable store
3) Cosmetic shop
_6) Beauty Parlour

7) Furniture shop

8) Bookstore
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Bates, Albert D, Retailing and Its Environment, New York, Van Nostrand,
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BLOCK 3 MANAGING THE SALES FORCE

Effectively staffing the szles organisation is crucial to successful sales management, since the
quality of sales personnel is a determinant of the quality of the organisation's sales effort. Job
Analysis, Recruitment and Selection of sales personnel is the first step in building an effective
sales organisation. Aftracting and selecting good sales people is only one aspect of the sales
manager's job. The staffing job is related to obtaining sales recruits with the capability of
becoming good sales people. Adequate compensations, motivation and evaluation of sales
people, contribute towards the satisfaction and development of sales person. Therefore,
raining motivation, performance evalvation and control of the sales force are the other
important issues in the field sales force management.

The first unit in this block entitled "Job Analysis, Recruitment and Selectiont' ciscusses the
srocess of attracting and selecting sales personnel for the organisational and explains the
variety of selection fools in use in the Indian industry.

I'he second unit is on "Training the Sales Force". In this unit areas of training, methods of
raining and steps involved in the planning of a sales training programme havc been dis-
zussed.

The third unit in this block explains the methods tised for compensating and motivating the
sales persons. lqthls unit, both financial and non-financial incentives have bcen discussed
ieparately.

The last unit in this block entitled "Monitoring and Performance Evaluation' discusses the
srocesses and practices, in relation to monitoring and performance evaluation of sales
sersonnel.
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UNIT 9 . JOB ANALYSIS, RECRUITMENT
AND SELECTION

Objectives
After reading this unit, you should be able to:

identify the issues relating to sales force mﬁn_agcmcnt

understand the importance of job analysis for better sales force management
identify, evaluate and prepare lists of recruitment sources for a company
design the selection process for hiring salesmen for a company

frame application form and conduct interviews for screening the candidates

select and administer psychological tests in the selection process.
Structure

9.1 Introduction
9.2 Mature of the Sales Job
9.3  Sales Job Analysis
94 Recruitment
9.5 Recruitment Sources
96 Selection
9.7 Selection Tools
9.8 Conclusion
99 Summary
9.10 Key Words
9.11 Self-Assessment Questions
9.12 Further Readings

9.1 INTRODUCTION

Attracting and selecting new sales personnel is an important aspect of the sales manager’s job.
This unit on job analysis, recruitment and selection will tell you about the procedures used
for obtaining sales recruits with the polential capability of becoming good sales people. Once
this pool of talent has been generated, it becomes feasible to select the individuals who match
the needs of the organisation. Selection is a step-by-step procedure that the sales nanagers go
through to staff the sales organisation. Selection which follows recruitment, requires that the
sales manager must reverse the roles and become a buyer instead - a buyer of sales talent and
potential. ; '

9.2 NATURE OF THE SALES JOB

All sales related jobs, imrespective of the type of industry, have very distinctive characteristics.

Some of the characteristics are as follows:

i) As sales personnel works in the field, away from the head offices, they are
responsible for managing their territories or accounts. Therefore, sales persennel are
expected to take their own decisions for planning and executing their individual
activities,

1) . Most sales persons, while on their joumey cycle, get fewer opportunities for
interactions in person with their supervisors, Most of the time they provide feedback
or receive instructions, telephonically or through fax in their hotel,

iii) The third characteristics of the field sales job is that the sales personnel remain away
from their home and family for days together. This is a regular feature. In some
consumer product companies sales people travel fpr as many as 21 days in a month.

B g

EEEEEal Lt o

e ey




Managing the Sates Foree -

iv) Another important aspect of the sales job is'the job monotony. Each sales person is
doing the same work, repetitively with different customers. For example, a medical
representative, makes the same presentation to-all the medical doctors, day-after-day.

v} Lastly, success in a sales call doesn’t depend cn an individual’s effort. It may so
happen that the customer doesn’t nexd your product or the customer was not happy
with his previous expericnce, on delivery or after sales service or spares. All field
sales job create, therefore, a2 normal tendency to get disheartened or discouraged.

Each of the above characteristics have specific implications for recruitment and selection, and
therefore, it is recommended while you are.developing your recruitment and selection
policies, you should not overlook the above points. Accordingly, job specifications should be
decided. ) ’ '

9.3 SALES JOB ANALYSIS

Sales' force management is the personnel function in the marketing dcpa.rtmqrit of an |
organisation. The issues in sales force management are, therefore, the same as that of the T
personnel management. However, these issues relate to only, those personnel who work in the |

sales department,

The starting point of all sales forge management activities is the Job Analysis, as shown in L

figure 1. :

SELECTION

Figure 1 Activites Involved in Managing (he Sales Force

In fact, the job analysis relates to the identification of job objectives, duties and
responsibilities, analysis of working conditions, performance norms and the position in the

- organisation hierarchy to identify the reporting relations,

Typically, a job analysis‘ helps in three distinct ways. Most importantly, it helps in the Job '

Description, i.e., in identifying various activities-major and trivial, to be performed under the
yob . It also helps in identifying the qualifications, and individuals characteristics, in relation
to the job, which is called job specifications. '

A good approach. to developing job de.scription is to use a checklist of various activities
relating to a sales personnel job. Somie of these responsibilities are as follows:




Basic Responsibilides of a Salesman

SL No. Sales Specific Activities
Responsibilities
1 Direct Selling

Locating prospects
Delermining prospects' needs
Planning selling strategy
Interviewing .
Creating desire
Handling objectives
Completing sales
Helping customers by solving
their problems and providing
~ special services
b. Training customers to use
their purchases
c. Arranging displays and
promotions
d. Keeping customers up-to-date
on new developments
e. Seuling complaints
f.  Establishing and mainiawning
good personal relations with
customers
3. Product Knowledge a. Knowing products and their
. applications
b. Looking for new preducts
c. Keeping up-to-date on
merchandise style and price
changes
d. Keeping up-do-daie on
competing products
4, General Administration a. Maintaining call records
. b. Carmrying on routine
" commespondences
c. Checking customer’s credit
d. Follc-up on inquiries
e. Maintenance expense-account

pim e RO OE

2. Customer Relations

" ' records .
5. Management Relations a. Making required reports
’ b. Reporting competitors’
activities
c. Working with other
. departments

A detailed account of basic responsibilities of a sales person help in the identification of
qualifications and individual characteristics, in relation to the job. The process by which
qualifications and personality characteristics are identified, is called Job Specifications which
the persen may have at the time of joining or they are imparted to the sales person, through
fraining. : ’

Once the job specifications are laid down, it becomes easier for A company to initiate the
process of recruitment and selection. Also training can help a sales person 10 fulfill job.
responsibilities more effectively. ’

Non the less, it is generally belicved that recruitment and selection process should be such,
that it should help you to handpick those sales persons with *just right’ kind of personality,
cince it is difficult to develop personality through the training programmes. Job Analysis also
helps in clearly identifying the job performance norms based on which the job evaluation can
be done. Such an exercise provides a good bases for compensation management.

(In the remaining part of this unit issues related to recruitment and selection have been
discussed and in-a separate unit sales training has been covered).

Job Aualyeds, Reerultment
and Selection
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9.4 RECRUITMENT

Unce a company has determined the number and kind of salesien it requires, the next step
in the selection is to get the right applications, in sufficient number, for the positions. -All the
activities involved in securing the applications for the sales positions are referred 1o as
Recruitment. It does not include, but is followed by the selection process to evaluate and
sereen the applicants. The nature of recruitment effort for sales personnel differs from one
company to another, mainly with respect to their recruitment sources. The recruitment
policy of a company is influenced by its selling style, products, customers, financial
resaurces and sales management policies. Different companies call for individuals with
widely varying abilities, skills, education, training and experience. The scope of recruitment
effort is influenced by the number of recruits desired, which in turn, is influenced by the size
of sales brganisation. rate of turnover, the forecasted sales volume, distribution channels and
promotional strategy.

9.5 RECRUITMENT SOURCES

rreyuently used sources of salesmen are as fc;llows,.

Advertisements

Advertisemenis are both a sonrce of recruits and a method of reaching them. Newsspapers,
magazines and trade journals are the most widely used media for aavertisements,
Advertisements ordinarily produce large number of applicants in a very short lime and at a
low cost. However, this factor may be offset by the increased expense of carefully screcning

the large number of prospects and the average quality of applicants may be of questionable _

character.

Recruitment advertisements usually include information about the company, nature of the
job, specific qualifications required and compensation. The specific details in the
advertisement vary with the company and its siluation. The quality of prospects recruited by
advertisement may bé increased by careful selection of media and by proper statements of
information in the advertisement. For example, by adverlising in a trade journal rather than
in a daily newspaper, a fimm is being more selective in its scarch. An advertisement in trade
Joumal assures reponses from people who are already in the profession and would be
interested in selling. The amount and type of information given in the advertisement affects
the quality and quantity of the applicants. The more the information given in the
advertisemnent, the more it serves as a qualitative screening device. A fir., by stating”
minimum qualifications rather than Oplimum requirements can generate large number of
applications, requiring more careful screening. There is no simple answer to the question of
whether a company should place its name in its recruiting adveriisement. The company
name, if-well-known, is prominently featured. whereas small companies often follow the
policy of giving a *box no." in the advertisement. Further, on the mechanics of adverlising,
management must decide on such points as the day of the week (o insert the advernisement,
where to locate it in the mediumn and what size it should be. For instance, Sunday papérs are
rcad more leisurely and thoroughly, but in a week-day edition. a company’s advertisement
stands out more because these are fewer such other advertisements,

Employment Agencies

Many companies use employment agencies to get the recruits for the sales positions. To use
this source effectively, sales manag'er must ensure that the agency understands the company
and its needs thoroughly. Whenever an agency is used. it should have the clear -
understanding of the job's objective, job specifications and the literature about the company.
Also agencies need time to learn abou an employing firm and its unique requirements——
thus considerable gains accrue from continuing relationships with agencics that perform
satisfactorily. If the agency is selected carefully and good long-term relations are cstablished
with L, the dividends can be satisfying. ' :
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Educational Institutions

This source includes colleges, universities, technicai and vocational institutes. This source is
tapped for geting qualified people for entry level positions in sales. Students from technical/
vocational inslitutes or with specific subjects like Physics, Biology, Hotel Management are
recruited by the companies, where selling requires specialised knowledge and skills for that
particular industry. Collége graduates are generally taken by the companies having formal
sales training programme or for simple selling jobs. Recruits from educational instilutions
are more easily adaptable than their more experienced counterparts. They have no developed
loyalties for a firm or industry and they probably have not acquired any bad work habits.
Usually, they have acquired certain social graces, are more poisced and mature, They are
supposed to have developed their ability to think, to reason logically and to express
themselves reasonably well. Ordinarily, they do a good job of budgeting their time and
_managing their daily activities. Their main limitation is lack of selling experience. Men
recruited from this source need training and thus take time for reaching the desired
productivity level. To vse this source effectively, it is important for the company to develop
and maintain good relations with suitable educational institutions. :

Salesmen of Non-competing Companie§

Individuals curreatly employed as salesmen for non-competing companies are ofien the
altractive recruiting prospects. Such people already have selling experience, some of which
may be readily transferrable. For those, who have worked for companies in related
industries—there is additional attraction of knowing sorfiething about the product and the
market. Recruits from this source presumably have some selling skills and thus reduce e
amount of training required A firm thar hires salesmen from other companies should be
.especially careful to determine, why the man is interested in changing jobs and why he
wants 1o work for the hiring company. People hired from other corupanies may not have the
same degree of loyalty, that recruits possess when promoted from within.

Salesmen o(Competing Companies

The question of whether to hire compelitors! salesmen is argued on ethical grounds and
from an economic standpoint. It is considered unethical to recrvit the competitors’” salesmen
actively, afier he has spent the money on hiring and training them. Furthermore, these
salesmen may be able to divulge company secrets Lo the competitors. It is also seen as an
attempt to take away competitors’ customers. From an economic point of view, these are
mixed feelings regarding this source, On one hand, they know the product, customers and
compelitors. They also are experienced sellers and, therefore, no money is required to be
spent for their training. On the other hand, it is a costly source as generally, higher pay must
be offered to them to leave their organisations. Some sales managers, as a matter of policy,
refrain from hiring competitors’ salespersons, as their loyally-towards company is
questionable. They. feel that an individual hired away from one organisation for hlgher pay
or other enticements may be similarly tempted in future

In consrdenng the recruitment of individuals currently working for competitors, a key
question to ‘answer is—why does this person want to leave his present position? When the -
new job will not improve the applicant’s pay, status or future prospecis, the desire to change
the company may be traced to personality conflicts or instability. But the dissatisfaction with
the present job does not always mean that the fault is that of an applicant. If the applicant
has sound reasons for switching companies, the opportunity may be presented to obtain a~
promising person, who is ready for productive work almost immediately. ) ’

Internal Transfers

The persons working in other deparmments of the company may be ransferred as salesmen to
the sates department. This is generally used along with the other recruitment sources.
Transfers are good prospects for sales positions, whenever product knowledge makes up 4
substantial portion of sales training. They are also familiar with company’s objectives,
policies and proprammes. The accuracy of evaluating these men is more, as the management
is able to observe them and evaluate their potential as salesperson before they are transferred
to sales department - Factory-and-office employees may-consider the transfer 1o sales
department as promotion, which helps in increasing their moral and loyalty.

Tob Analysis , Recrultment -
and Selection




Manag_lng the Sales Force

Recommendh_tions of Present Salesmen

A company’s sales force'is a good source of leads to new recruits. Salesmen typically have
-wide circles of acquaintances, since both on and off the job, they continually meet new
people and generally have many friends with similar interests. Their contacts may yield
good sales people because of their understanding of the job and the kind of salesmen
required by the company. However, management faces the risk that the salesmen may
recommend friends or business associates on the basis of personal feelings rather than on an
impartial evaluation of prospects’ qualifications. The firm should be able 10 weed them out
through is selection process. When an applicant recommended by a saiesmen is to be turned
down, management should explain clearly but diplomatically to the salesman why his recruit
is not being accepted. Sales people are valuable source of recommendations, when Jjob must
be filled in remote temitorics because sales personnel in the same or adjacent areas may
know considerably more about unique territorial requirements and local sources of
personnel than home-office executives:

Activity I .

Sugpest suitable recruitment sources for the following :

a} Salesmen for selling a consumer non-durable.

b) Salesmen for missionary selling for pharmaceutical company.

¢) Salesmen for technical selling for engineering firm.

Activily 2 ) )
A sales manager has hired 10 sales people a year for (he past five years, and has been
keeping records of recruitment sources. A summary of this information is as follows :

Recruitment Source No. of Recruits  No. of Recruits No. of successful
obtained hired - sales people afller
- ~ one year
Employmént Agency 40 12 - 8
Advertising 100 g - 4
Sales persons” Recommendations 60 30 15

Should the sales manager concentrate on any one or two recruitmment sources? If so, which
ones?

9.6 SELECTION

After a company has determined the type and number of salesmen 1t needs and the
applications for the job have been received, the management is ready for the third and the
final stage of the selection system, i.e. selection process. [t involves processing the’
applicants to select the individuals who best fit the needs of a particular company. The sales
force selection process refers to the steps, the sales management goes through to staff the
sales organisation. Specifically the process involves

i)  Critical analysis and evaluation of each tool and procedure. ) _
ii} development of a system for méasuring the applicants against the predetermined
" reguirements. -
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Ec!ucati_onal Institations

This source includes colleges, universities, technical and vocational institutes. This source is
tapped for getting qualified people for entry level positions in sales. Students from technical/
vocational institutes or with specific subjects like Physics, Biology, Hotel Management are
recruited by the companies, where selling requires specialised knowledge and skills for that
particular industry. College graduates are generally taken by the companies having formal
sales training programme or for simple selling jobs. Recruits from educational institutions
are more easily adaptable than their more experienced counterparts. They have no developed
loyalties for a firm or industry and they probably have not acquired any bad work habits.
Usually, they have acquired certain social graces, are more poised and mature. They are
supposed to have developed their ability to think, to reason logically and to express '
themselves reasonably well. Ordinarily, they do a good job of budgeling their time and
‘managing their daily activities. Their main limitation is lack of selling experience. Men
“recruited from this source need training and thus take time for reaching the desired
productivity level. To use this source effectively, it is imporant for the company to develop
and maintain good relations with suitable educational institutions.

Salesmen of Non-coﬁipeting Companies

Individuals currently employed as salesmen for non-compeling companies are oflen the
attractive recruiling prospects. Such people atready have selling experience, some of which
may bereadily Aransferrable. For those, who have worked for companies in related
industries—there is additional atiraction of knowing sorfiething about the product and the
markef. Recruits from this source presumably have some selling skills and thus reduce e
amount of training required. A firm that hires salesmen from other companies should be
especially carefu] to determine, why the man is interested in changing jobs and why he
wants to work for the hiring company. People hired from other companies may not have the
same degree of loyalty, that recruils possess when promoted from within.

Salesmen O(Competing Companies

The question of whether to hire campetitors’ salesmen is arzucd on ethical grounds and

" from an economic standpoint. It is considered unethical lo recruit the competitors’ salesmen
actively, after he has spent the money on hiring and training them. Furthermore, these
salesmen may be able 1o divulge company secrets to the competitors. It is also seen as an
attempt to take away compelitors’ customers. From an economic point of view, these are
mixed feelings regarding this source. On one hand, they know the product, customers and
competitors. They also are experienced sellers and, therefore, no money is required Lo be
spent for their training. On the other hand, it is a costly source as generally, higher pay must
be offered to them 1o leave their organisations. Some sales managers, as a matter of policy,
refrain from hiring competilors’ salespersons, as their loyalty-lowards company is
questionable. They. feel that an individual hired away from one organisation for hlgher pay
or other enticements may be similarly tempted in future

In con51dcnng the recruitment of individuals currently working for competitors, a key
question to answer is—why does this person want 1o leave his present position? When the -
new job will not improve the applicant’s pay, status or future prospecis, the desire 10 change

the company may be traced to personality conflicts or instability. But the dissatisfaction with -

the present job does not always mean that the fault is that of an applicant. If the applicant
has sound reasons for switching companies, the opportunity may be presented to obtain a*
promising person, who is ready for productive work almost immediately.

Internal Transfers

The persons working in other departmenis of the company may be transferred as salesmen to
the sales department. This is generally used along with the other recruitment sources.
Transfers are good prospects for sales positions, whenever product knowledge makes up a
substantidl portion of sales training. They are also familiar with company’s objectives,
policies and programmes. The accuracy of evatuating these men is more, as the management
is able to abserve them and evaluate their potential as salesperson before they are transferred
to sales department-Factory-and office employees may consider the transfer 1o sales
department as promotion, which helps in increasing their moral and loyalty.

Yob Anatysis , Recrnitment .

and Selection
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Mnrmg_[ng the Sales Force

Recommendations of Present Salesmen _

A company’s sales force'is a good source of leads to new recruits. Salesmen typically have
.wide circles of acquaintances, since both on and off the job, they continually meet new
people and generally have many friends with similar interests. Their contacts may yield
good sales people because of their understanding of the job and the kind of salesmen
required by the company. However, management faces the risk that the salesmen may
recommend friends or business associates on the basis of personal feelings rather than on an
impartial evaluation of prospects’ qualifications. The firm should be able to weed them out
through its selection process. When an applicant recommended by a salesmen is to be turned
down, management should explain clearly but diplomatically to the salesman why his recruit
is not being accepted. Sales people are valuable source of recommendations, when Job must
be filled in remote temitories because sales personnel in the same or adjacent areas may
know considerably more about unique termitorial requirements and local sources of
personnel than home-office executives:

Activity 1 .

Suggest suitable recruitment sources far the following :

a) Salesmen for selling a consumer non-durable.

b) Salesmen for niissionary selling for pharmaceutical company.

c} Salcsmen for technical selling for engineering firm,

Aclivity 2 )
A sales manapger has hired 10 sales people a year for the past five years, and has been
keeping records of recruitment sources. A summary of this in[ormation is as follows :

Recruitment Source ‘ No. of Recruits  No. of Recruits No. of successful
obtained hired - sales people afier
one vear
Employmént Agency . 40 12 - 8
Advertising 100 8 . 4
Sules peracihs” Recommendations 6o - A0 L5

Should the sales manager concentrate on any one or (wo recruitment sources? 1f so, which
ones?’

9.6 SELECTION

After a company has determined the type and number of salesmen 1t needs.and the
applications for the job have been received, the management is ready for the third and the
final stage of the selection system, i.e. selection process. It involves processing the
applicants to select the individuals who best fit the needs of a particular company. The sales
force selection process refers to the sieps, the sales management goes through 1o staff the
sales organisation. Specifically the process involves :

i) Critical analysis and evaluation of each tool and procedure.

iif development of a system for measuring the applicants against the predetermined
" requirements.
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The basic objectives of the selection process is to gather information about the applicants for
sales job, which is used for predicting their success/failure probabilities. A selection system
can be visualised as a set of successive screens at any of which an applicant may be dropped
from Turther consideration. It can range from simple one step system consisting perhaps of
nothing more than an informal personal interview to a complex multiple step system. The
following figure shows an example of a selection system consisting of seven steps. -

Emplogmcnt
Physical ‘,’,ff“
. _',j‘sycholo; exami- I
. References gical lests nation §
. Formal  Imteryj w(s)/sf ) g
Preliminary Appii- /'I‘l't &

inlcrMcw canon
4 e .
Timt—— — — —» Reject

Figure 1 : A Scven Step Selection System.

Selection Policy Decision

i) Which tools should be used?
if) In what order should the tools be used? -

The type of selection tools and their order of arrangement varies from company lo company.
Each company must design its own selection system to fit its information needs and
budgetary limitations. The factors like the size of company, type of indusiry, the type of
selling job, Yhe financial condition of the company, affect the selection policy decisions of
the firm. Management must compare the cost of each tool with its ability to predict success/
failure probability (i.e. its helpfulness in hiring decisions) for deciding the type of tools 10 be
used for selection process. For sequencing the 10o1$; the principle that is generally followed
is 1o use inexpensive and brief tools like short application form, brief interview or a simple
test, in the initial stages of the selection process. The purpose of initial screens is'to
eliminate, as soon as possible, the obviously unqualified/undesirable recruits at the least
cost. The more expensive and time consummg tools are used in the later stages of the
selection process.

9.7 SELECTION TOOLS

The commonly used tools for selecting the salesmen are as 1ollows.

Application Form

It is one of the two most widely used selection tools (the other is the interview). Generally,
the application forms used by most of the companies fall under two categories : Short

Application Form and Detailed Application Form.

Short application form is ordinarily used as an initial screening device, It asks for the
factual information about the candidate in brief, so as to serve its purpose of eliminating the
" obviously unqualified applicants at the least cost and quickly. It includes items such as
pérsonal background, zducation and experiénce. This form can either be provided by the
company or in the alternate, the applicants are asked to apply by sending I.helr bip-data in
brief. .

Detalled application form is more extensive and covers each topic in depth. It is designed

" by each company according to its own mforrnatmn requirements. It varies widely from one .
company to another, for the desng;mng depends upon the detailed description of the salés job.
For example, a detailed application for sales engjneér will be quite different from the . \
detailed application form for medical representative. This form may be used as the only
application form or-alongwith-the short: apphcauqnffonn A longer form may be used asan -
initial screen if it is used to the exclusion of the short form. The facts stated on the form can

Job Analyds , Recraliment
: and Selection
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be the basis for probing 1n an mterview, for.instance, by asking several questions related to
the job experience as stated on the form. Also, if the applicant passes through the initial
screens, management may need to refer, many times to the information stated on the form,
This form is also used as a source of information to study the backgrounds of its good and
poor salesmen and to establish scores and weights on specific requirements.

_Objective scoring of application form : Each company, according to its Jjob requ.trcments.,
decides the ideal personal history requirements that would make the person successful on
the sales job. Individuals possessing all the personal hlstory requirements are the ones most

. likely to succeed on the job. However, many potentially successful salespeople do not
possess all the requirements. One company found that most of its best salespeople were of
the age group of 30-35 years at the tirhe of hiring, yet there were some as young as 19 and
others as old as 48. Although the age group 30-35 years, may be the preferred age range,
applicants outside this age range should still receive consideration, since other factors in
their backgrounds may more than offset the fact that they are outside the desired age range.

One of the ways to detenmine the total value of candidate is by using application f8rm, on
which an objective score has been assigned to each item. The maximum possible score for
each of the item depends upon its imporiance in sales success. A higher score is allocated
for the requirentents which are more essential than those which are not so important. The
points are assigned to an individual, for each of lhe item, according 1o its proximity to the
ideal.

Example : Education Maximum Score - - 8
: _High School -5
. Diploma -6
"Graduate -8

Job Experience  Maximum Score ~ -10 .

’ 1-2 years -4 -

3-5 years . -10 |

5-7 years -7

For example, in an application form of a firm, 12 pers(ma-l history ilems are used as selection
factors. A maximum value is assigned 1o each of them according (o its relative value on the
form. The maximum total score is 150 points and the cut off score is 100. All (he successful
salespersons in this company scored over 100 when hired and (he company au(omaucally
disqualifies all apphcauons with score under 100,

Information on the application form : Some of the factors that affect the ty-pe and amount
of mfunnauon requcs(ed on an apphcauon form, may be

i) The objective, the company has in using the applicalion form—if it serves as an initial
screen, it is shorter than one that will be used for complete personal history record.

1i) The other selection tools and records used, often influence the design of the application
. form. Use of patterned interview, for instance, may enable a concem to shorten its form.
On the other hand, a firm may want (o duplicate its questions in order to check on a
recruit’s honesty, by seeing, :t' his answers on the form coincide with those obtained
from other sources.

11} The nature of the job is another factor that influences the questions asked on the
application form, because different sales jobs call for different qualifications. A fim
trying to hire men with 5-10 years of sales experience, for example, is not so concemned
about a recruit’s activities in school and college. The information required on the
application form, for hiring a salesman, for sales engineer’s job to sell the technical
product will be different from the information for hiring door-to-door salesman for
selling low priced consumier produgt.- .

iv) Another factor is the degree to which the selection function is decentralised. If home
_executives take part ic the hiring of salesmen, the application form, probably, is
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detailed. Bul if territonial managers do the hiring, the form may be short because the
other tools, especially the interviews, can be used more extensively. -




Ideally each company should prepare its own formal application form, since no (wo : Job Analyxis, Recralimeat
companics have precisely the same information requirements. But, if a company has only a 22d Selection
small salesforce and recruits relatively few people, the time and cost of preparing its own '
application form may warrant the choice of « standard form. Certain items of information,

which are almost always relevant to selection decisions, make the standard form. The

information that is typically requested on standard application form includes personal

background, education and employment record. Companies using standard application form

can obtain the additional information required, during the interview.. -

Activity 3 .

Frame questions that'you would ask o the application torm (o determine whetheran
applicant possesses any. of the following undesirable traits |

a) Hasa his-lory- of not staying in one job for very long.

b) Hag domestic problems.

¢). Does not get along well with other people, is the lone woll type.

Interview

The interview is the most widely used selection tool and in some companies, it comprises
the entire sclection system. This too! may be used as preliminary interview for initial
screening of applicants and plays an impornant part in the subsequent stages of the hiring
process as final interview. This is the most satisfactory tool to find out something about
conversational ability, general appearance, personal impact on others and certain
behavioural aspects. Personality traits like initanve, imagination, aggressiveness,
tactfulness, enthusiasm can come out, when an applicant is talking. Another purpose of
intervicwing is to verify and supplement the information obtained through other tools.
Unusual or omitted references on the application form can be discussed.or more details
about personality, attitudes and previous work experience ¢an be explored. For example, the
applicant might have stated that he was a district sales manager in some previous job. The -
prospective employer may ask : What were the-man's responsibilitics? How many
employees did he supervise? What were his administrative duties? It is important that the
interview serves as a two-way channel of communication. The interview is not only a means
by which a company determines an applicant’s fitness for the job, it also offers the employer
an opportunity to answer the recruit’s questions about the company and the job. He can be
told about such things as the nature of the job, the physical and social conditions invotved,
the compensation, the nature of training and supervision and the opportunitics for the future.
_The nearer a firm is to hifing a man, the more information it gives to aninterviewee.

- Interviewing decisions : The following important decisions are arrived at, by the
management regarding interviews :

Who and where : Persons to do the interviewing and place for interviewing depends upon
the size and degree of decentralisation of sales organisation. In large and highly
decentralised organisations, it is done at local and regional level by district/branch/regional
sales managers e.g. New India Assurance Company. In medium size organisations with less
degree of decentralisation, initial interviewing is handled at the branch level and final --
interviewing at the head office. Interviewing is the responsibility of top personnel of sales
and marketing department in small and centralised organisations.

How many : Number of formal interviews vary with the selling style of the company..One
large steel company, which needs salespeople to do the highly specialised seiling to -
important customers, puts the applicants through three interviews, involving regional sales
managers, the general sales manager and marketing vice-president. An office supply
manufacturer, which requires sales personnel for routine trade selling, many hire applicants
after two interviews. In another situation, where salesmen are required for door-to- door
sellinig of simple producis, one interview is enough to gather the necessary information.
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“applicants whose qualifications do not meet the job’s basic requirements. For example, a

_ i) Pattermed/structured interview.: It is totally guided and highly standardised technique

‘business experiences, home life, school activities, future plans and on certain outwardly

* value of standardisation is lost in the non-structured type.

When : The interview may be used at the initial stage of screening process as preliminary )
interview and it also ususlly plays ah important part in the subsequent stage of the hiring
process, as final interview. At the initial stage, its main purpose is to quickly eliminate the

few of the company executives visit the college campus 1o do the initial screening of pecple.
who have responded to the company's advertisement in the college. The detailed/depth _
interview is used at the Jater stage-of itic selection process. It is more time consuming and i
requires people with expert skills Yo probe the personality traits of the candidate in depth. :

P = e

Techniques of Interviewing - - - :

of interviewing. The interviewers are given a specific list of questions or an cutline of
questions, designed (o elicit a basic core of information. Each mar interviewed is asked
these questions and answers are recorded on standardised form. Since ail the applicants are i
queried on the same points, different persons can do the interviewing at different places and '
the results will still be comparable. The reasons for using this technique of interviewing can
be artributed to the sitations, where the interviewing is to be done at different regions/
branches simultaneously or where the interviewers may not know in detail about what the
Job entails and what are the necessary qualifications, or, they may know what qualifications
are necessary for the job but they may not know what questions will bring forth the
information about the applicant's possession of these characteristics, or interviewers may be :
unable to interpret the answers in non-structured type of interviews. !

TSR

ti) Non-directed/non-structured interview : This method docs not follow a set format,
instead it involves a relaxed discussion. The candidate is urged to talk freely about his

irrelevant topics. The interviewer asks few questions and says only enough to keep the
conversation rolling along the desired line. The theory for this type of ifterview is that it
produces truthful answers and thus draws out the real persor. This technique yields -
maximum insight into an individual’s attitudes, interests and personality waits. The ;
interviewer is allowed maximum freedom in determining what will be discussed during the ,
interview to probe an individual's personality in depth. Obviously, the major problem isthar |
it requires skilled and experienced people for administering and interpreting it. Also the

iii) Semi-structured interview : Most firms today use interview that falls somewhere

between the two extremes discussed above. Usually the interviewer has in mind a prepared

outline of topics to be covered during the interview and also has the freedom to deviate from

the plan and to determine the depth to which a topic will'be pursued for each candidate, at f

the time of interview itself. T
; :

iv) Stress interview : It is a more complex and sophisticated technique of interviewing. The
interviewers create stressful environment for the candidate through interruptions, crticism,
by asking him for solutions for tricky situations, by rapidly fifing questions. While
interviewing, the interviwer may hand the applicant an object and say, “Here, sell this 1o
me,” and may then raise unreasonable objections during his sales presentation. This
technique is used for selecting the sales personnel who are supposed o work under stressful
conditions in actual seliing situations. The stress interview needs to be planned,
administered and interpreted by well trained interviewers.

v) Rating scales : One shortcoming of the interview is its tendency to lack cbjectivity, a
defect that can be reduced through rating scales. These are so constructed that interviewer's
ratings are channelled into limited choice of responses. For instance, in evaluating an
applicant’s general appearance, an interviewer is forced to choose one of the three answers :
nicely dressed. prescntable, untidy. It results in more comparable ratings of the same
individual by different interviewers. One drawback of the rating scale is the lack of precise
description of many personal qualities. It is a good practice, therefore, 10-encourage
interviewers to explain ratings in writing whenever they feel that the comments are needed
Examples :

Enthusiasm : Bored, somewhat indifferent. normal enthusiasm, sparkling effervescence.

Judgement : Jumps to conclusions, less than sound reasons for opinions, sound opinicns
and reasons, excellent judgement.and uses reasons as problem selving device.

Sales drive : Low, normmal, above average, pushes himself.



Attilude : Neganve and complaning, pessimistic, 'positivé and healthy, strong 'loj'alty. . Job Aanlysls , Recrufement
. and Selection

Guidelines for interviewing : Some general gmdelmes that will assist one in domg the
effective mtcrwewmg are sugpested below ; '

i) Prepare for the interview : Effective interviewing requires adequate pre-planning to be
done prior to the interview. This involves renewing the job description, the company’s
personnel policies and procedures and existing data about the candidate. The review will
enable the interviewer to determine exactly what he wants to know about the candidate and
prepare the topics for discussion.

ii) Established rapport : A pleasant relaxed atmosphere must be established during the
interview. The interviewee must be made to feel at ease by asking general questions about

" his family, education, experience, that is the subjects about which most people feel free o
- talk about. A quick review of the inlerviewee’s application form may suggest a suitable

opening for it. A pleasint rapport between interviewer and applicant must be maintained
throughout the interview.

iii) Listen and observe : It is important for a successful interviewer to be a good lisiener

- and good at observation. He begins to learn about the candidate, as soon as, he enters the

room—Is the applicant dressed appropriately? Is he/she poised and confident? Alert?
Observation provides many a clues about the personality of the applicant. For instance,
clasping and unclasping of hands, fidgeting, not maintaining eye contact are sighs of
NErvousness, vncertainty and lack of confidence. :

.iv) Taking few notes : Most interviewers will need to refer to notes about the performance
. of the candidate at the time of the interview, for evaluating him, for selection decision.

However, taking notes during an interview distracts the applicant and slows down the tempo
of the interview. 5o, in most of the situations, candidate should be marked on the evaluation
sheet after hefshe has left the room.

v) Select a suitable environment : The interviewer must make sure that the setting is
appropriate and conducive for interviewing and there are no interruptions during the
interview.

. Activity 4
When interviewing an applicant for a sales job. management is ordinarily inierested in -
complete answers to the following 3 paints.

a) How badly does the applicant want the job?

b) Can the job furnished him with the success he wants or offer him the opportunity to
realise his poals in life?

c) Will he strive to achieve the level of work his capacity wili allow?

Prepare a serics of questions, an interviewer might ask with rcspect to each of these three
points -

a)
b)
c)

Psychological Tests

Use of psychological tests as selection tool, though stll in its infancy, is increasing for the

reasons like—greater importance being given to selection as the sales management is

becoming more formalised, rising cost of selection and training, increased size of sales force

and increased knowledge of psychological tests and their applications. Psychological testing

refers to having the recruit answer a series of written questions, the proper answers to which ¥,
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have been previously determined. The major purpose of testing is to4dentity and measure
more accurately, the various aspects of person's behaviour such as intelligence,
achievements, interests aptitude, personality traits, etc. It requires trained specialists for
designing, administering and interpreting the psychological tests.

Factors canducive to successful testing : The existence of following conditions are
conducive to a successful testing programme :

i) The firm hires a relatively large number of men and its cost of training per person is
quite high. ’

iV The firm is hiring young inexperienced men about whom litde is known.

iii) The persons being selected are not likely to be testwise, i.e. danger of faking is
minimised. ’

iv} The executives responsible for interviewing the recruits are not adept at discovering
personality traits and selling aplitude.

v) In companies, where the cost of a man's future development is high, the expense of
testing may be a small insurance premium, just to be more accurate in judging a

candidare.
Types of Psychological Tests
1) Tests of Ability — Tests of mental ability
. ~ Tests of special abilities
ii} Tests of Habilual -— Attitule tests
Characteristics Personality tests
Interest tests

iii) Achievement Tests

Tests of mental ability : Give the administrator some idea of the man's present abstract
intelligence. These tests are designed to show how well a person reasons. thinks, and
understands and thus measure the abilities like problem soiving and learning. Beyond a
minimum level, this type of intelligence is seldom of vital importance in selling. In the
altemnate, if the sales job requires a man with higher than average intelligence, because of its
being a complex it then probably such intelligence tests should be made a part of the
selection process.

Tests of special abilities : These tests measure the sales aptitude and the special abilities
required for a person to be successful in sales positlion. Sales aptitude tests are designed to
find out the recruit's behaviour in certain common selling and socia' situations. One such
test asks, “You are a sales clerk. The best of your response to the customer's objection, ‘It is
not exactly what [ want’, would be :

) Do let me show you another style that is very popular this season.

b) This is the latest style.

¢) [Iam sorry you didn't like what we have.

d) We expect another shipment of articles next month.™

Many sales managers administer their own informal aptitude tests by way of a situation in
which they give a product to the recruit and say, “Here, sell this 1o me."” General sales
aptitude tests are used for measuring the basic qualities of a good salesman and specially

designed sales aptitude tests are used for measuring special qualities required for a particular
type of sales job of a company.

Tests of habitual characteristics : These tests gauge how the prospective employee would
normally act in his daily work, i.e. when he is oot at his best behaviour. )

Attitude tests : Are more appropriale as morale measuring techniques. They are.used to
ascertain employee's feelings towards working conditions, pay, advancement opportunities
and like. Used as sales personne) selection device, they make limited contribution by
identifying abnormal attitudes on general subjects.




' Personality tests : Success in selling depends rrainly on the multirude of behaviour traits Job Analysls , Recralymeat
 called personality. By adroitly asking many questions concerning what the test taker would ) anid Selection
" do in certain situations, how he feels about certain things and what his attitudes are fowards

various occurrences, the test hopes to uncover specific personality traits. These lests attempt

to identify and mesSure the traits like stability, tact and diplomacy, self-sufficiency, self-

control, dominance, initiative, etc. The obvious difficulties in using these tests are first in

stating precisely what aspects of personality are true job qualifications and then findihg and

designing tests which would measure these aspects correctly. These tests need to be

administered and interpreted by skilled testers.

Interest tests : The basic assumption implicit in the use of interest tests is that a relationship
exists between interest and motivation. Hence, if two persons have equal ability the one with
grealer interest in a pa.mcula.r job will be more successful salesman. Interest tests measure
the extent 1o which one's interests are similar to those of successful people in a given
‘occupation. Probably, a person who scores low on an interest test will not make a good
salesman. These lests are relauvely easy and i inexpensive to administer.

Achievement tests : Provide an assessment of expertise, an applicant possesses in such
areas as customer relations, marketing channels, product, etc. These fests seek to determine
how much an individual has learned from his education, training and his knowledge about

cenain subjects.

Evaluation of Psychological Tests :
Tests to be used for selection of salesmen are evaluated on the basizof following crileria :

i) Validity = A test is valid if it actually measures what it is supposed 1o measure.
Following are the three ways to check the validity of a test : (a) A test is given to the
present salesforce and test score of successful salesmen is compared with the score of
unsuccessful salesmen. If there is close correlation between (he score and job
performance, the test is a valid test. (b) A test is given to 2ll the applicants, but the test
scores are withheld from the persons making the selection decision. After the new
salesman have begun work, their performance is compared with their test scores. Again
the degree of correlation will reveal the validity of test. (c) Another way to validate a
_test is through the use of control groups. One group of salesmen is choosen by making
use of ests along with other tools-in-the selection process, while a control group is hirec
wilhout 1hié benefit of testing. The job performance of both the groups is comparéd ‘after
a period of time to determine the validity of test.

ii) Test reliability : It refers to the consistency of test results, A test has reliability, if an
individual gets approximately the same score on subsequent relesting in the sime lype
-of tests. Perfect reliability is given the maximum score of 1. The tests having the
reliability near one, are considered as reliable tests for use in seleclion process.

Reliability
Example:. Social intelligence test 85
Numerical ability test 95
Yocabulary test 5

iii) Test objectivity : If the scorer’s opinion does not affect the test score, it is an objective
test. For a good test, it is important to have high ob]ecuwty

iv) Time effort and cost : Of administering the tests must be cornpared with their benefits.

How the psycho!ugical tests shonld be used : Any test should be used only as an aid to

judgement, and definitely should not be the deciding factor in determining who should be

hired. It is a mistake to automatically accept or reject a given applicant on the basis of his

test scores. They are a tool to assist the sales executive in selecting the right kind of

salesmen, but they should not relied upon the exclusion of other tool. Test results may heIp S
in avoiding a serious error, but they must not make the selection-decision for the manager. :

Sales executives need to recognise the fact that psychological testing, although capable of

making a valuable contribution, is but one step in the selection system. The sales manager

should not believe that the best score on a test means that the man is the best prespective’

employee. All that can be said is that a man does or does nor fall within a range and all those
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who do fall within that range should be judged as being equally qualified for the job. Test
results should be used to probe deeper into any questionable areas. T

Activity 5 . _

The sales manager of one of the leading business machines manufacturers claimed that he
uses psychological tests in selecting salesmen. When asked about their nature, he replied,
“'One test has a lot of words in it, which must be matched with some.other words and
another test has a lot of figuring that must be done. The third gives several numbers or
letters in a row and asks the test taker to give the next number in the series.” Whar are the
tests that the company is using? .

References

Names of references are sometimes requested on the application form by the company, As a
selection tool, the basic purpose of the reference is (o verify the facts such as the dates of
employment, earnings, sales volume, absenteeism -and the nature of the past seiling job. The
typical procedure is to check the references by personal visit, telephone or letter.

Physical Examination

Many sales jobs are very demanding physically and/or mentally. So, near the end of the
selection process, some companies require a physical examination to eliminate the
candidates who do not meet the minimum physical qualifications deemed necessary for the
job. ’ : . ]
Activity 6

Give some specific examples of how each of these following factors can influence a
company’s choice of selection tools for i1s salesforce:

a) Calibre of the.salespeople
b) "Nature of the job

¢} Financial condition of the company.

9.8 CONCLUSION

Appropriate recruiting and selection policies and procedures, and their skilful execution,
result in greater overall efficiency of sales department. A higher grade salesperson is
produced, and the advantages of having such employees make an impressive list—better
work quality, improved market coverage, superior customer relations and a lower ratio of
selling expense to sales. Moreover, good selection fits the right person to the right job,
thereby increasing job satisfaction and raducing the cost of personal turnover. In addition,
training costs are reduced, either because those hired are more capable of absorbing training
or because they require less formal training.

9.9 SUMMARY T

. The recruitment.and selection of sales people-constitute one of-the primary responsibilities

of sales management. After n thorough analysis of each sales job, the sales manager prepares
a list of qualifications to be used in recruiting. Depénding upon the type of job to be filled
and company policy, the sales manager then seeks applicants through various sources—
educational institutions, other departments within the cofnpany, employment agencies,
advertising and even competing or non-competing firms. Managers must evaluate the pool
of applicants in order to select the most promising candidates. The selection process’

involves the use of application forms, interviews. references and psychological tests in order
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to identify those persons mecting the job qualifications. The final step in the hiring
programme requires that the sales manager decide which, if any, of the candidates should b
offered selling positions.

Job Analyils , Recrultment
and Selecton

910 KEY WORDS

Patterned interview : Also called guided interview, this method employs a list of prepared
questions that the interviewer asks in order 1o obtain the required information.

Unstructured interview : Also called a non-direcied interview, this miethod has no set
format or plan. It involves a relaxed discussion in which the interviewee is encouraged to
talk. )

Semi-structured interview : Also called an outline interview, this interview format
combines the characteristics of both structured and unstruciured interviews. '

Stress interviewing : An interview technique in which stress is placed on an applicant
through interruption, criticism or silence. ’

Rating scales : A widely uscd sales evaluation method that uses specific desired traits,
behaviour factors or performance criteria.

Psychological testing : Tests designed to measure a person’s behaviour and to attempt tc
predict employment success.

Test validity : The authenticity of the test as a measure of behaviour.

Test reliability : The quality of the test related o consistency of test results.

9.11 SELF-ASSESSMENT QUESTIONS

1) ~'One sales execulive claims he knows a good man when he sees one, and therefore, he
does not like to be bothered by so called scientific selection process. What can you offer
to refute this claim? Would your answer be any different if you knew that the sales
manager who made the statement had a low rate of turnover in his salesforce and was
running a highly profitable operation.

2) “Careful selection is imporiant, but not essential, in building an effective salesforce.
Improper selection of sales people can be overcome by a good raining programme,
sound supervision and an excellent compensation programme.™ Do you agree? Discuss.

3) When selecting salesmen many companies have adopted a policy of hiring only
experienced salesmen and preferably men who have had experience of selling similar or
directly competitive products. What are the merits or demerits of such a systemn?

4) ‘The following firms want to hire salesmen, and as recruiting sources, the executives are
considering—other departments of the company, competitors salesmen and educational
institutions. Evaluate each of these three as sources of salesmen for each company :

a) Ma.ﬁufaclurcr of paper and paper products
b) Manufacturer of office furniture and equipment

¢) Manufacturer of breakfast cereal -
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UNIT 10 TRAINING THE SALES FORCE

Objectives

Afler reading this unit, you should be able to:

®  understand the impertance of training for the sales personnel
® learn the training process
'®  identify the areas in which training for the field sales personnel can be of use

® understand how to conduct each step of training.
Structure

10.1 Introduction

10.1 Logic of Training

10.2  Training Process

103 Areas of Sales Training

104  Process of Identifying Training Needs

10.5  Methods of Identifying Training Needs
10.6.1 Self Observation

10.6.1 Reports
106.2 Survey of Questionnaires
10,85 Fave-to-Face interviews

. 1664 Fusus Groep
10.7 Leamning Styles
10.8 ' Designing and Conducting the Progmmme
108.1  Sclf Leamning Modules
. 1082 Class Roomn Training and Refresher Courses
1083 Om the Job Training .
109  Trainer's Abilities
10.9.1 Analytical Abilities
10.5.2 Educational Abilities
1093 Training Techniques
10.9.4  Ensunng Perticipants’ Pasticipation
10.8.5  Course Organisation
10.10  Training Follow-Up
10.11  Summary
10.12 Key Words
10.13  Self-Assessment Questions
10,14 Further Readings

10.1 INTRODUCTION

If you ask any sales person or a sales manager about how did they learn the selling skills,

" majority of them will answer, by experience’. The statement, however is really useful when
we learn the comrect things by experience and more importantly when we are able to use the
lessons successfully. But what happens when we make mistakes? Next time we don’t do the
same mistake and we say, “ I learned it all the hard way.™ It is suggested that, as training
manager, you should be sure to check ‘what he learnt the hard way.

There are salesmen who have never learnt the art of closing their sales. There are others who
have talked too mmch for all the years they were in selling. In fact, there are still many more,
who, never discovered the best way to sell or manage their time. Experience alone is perhaps

" never sufficient. We all have to learn from the knowledge and experience of the-others, This
is where the right training can make a difference. Training can help transform a below-
average selesman to an average salesman, or the average salesman to sell higher and the top
salesman to reach newer heights.

In a competitive market, sales training can bridge the gep between success and failure,
Customers generally evaluate a company’s product based on the salesman’s performance,
confidence or lack of confidence, inability to fully explain the product benefits, etc. When the
market is competitive the customer may place the order with salesmnan who performs better
than the other in a sales interview. '




102 LOGIC OF TRAINING

It must be clearly understand that a training programme is just a small portion of the total
leamning experience of any participant. Before any participant attends a training programme,
. the trainer must identify specific area of knowledge, gkills, or attitude in the participant that
needs to be unprove.d. (A detailed account on these points is given in 10.5). After the training
programme, it is expected that the pa.rucxpanfs have gained the required knowledge, skills or
attitudinal changc

Before the Training Training After the Training Total Value of
) % | Training

However, the more important part is when the participant uses this new knowledge, skills and
attitude at his work place to get better results, than he was gefting prior to training. These
results will benefit the organization and will add more value to the organization. Thus to
consider the total value of any training, it is important to consider the sequence of training
activity in its totality, i.e., before the training, the training event and afier the training.

10.3 TRAINING PROCESS

Training can be defined as leaming to change the performance of people, doing certain tasks.
From this definition we observe that training revolves around helping people to learn so'as to
improve their performance. The training process can be broken down into four major steps,
for easy understanding. These steps are, identifying training need ,designing the programme,
conducting the programme, training follow up. Apart from the above distinctive steps, a
trainer must have knowledge about adult leaming styles, so that the programme can be
tailored as per requirements. Diagrammatically, the training process can be represented in the
following manner:

Identifying Performance
¥ Opportunity Or Problem

v

Identifying
Training Needs

v

~ What Knowledge
and Skills are Required

v

Developing Training
Resources

v

Assembling Training
Materials

v

Conducting the
Programme

v

Reviewing and Feedback
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104 AREAS OF SALES TRAINING

The purpose of a sales training pr‘ogmmmc is 10 impart training in the following broad areas
mentioned below : : '

® Company’s knowledge — nature of industry to which the organisation is related. The
organisational place in its industry and industrial practices

Product kmowledge and applications

®  Sales techniques — the selling process, negotiation skills, sales presentation, handling
complaints, post sales follow-ups, etc.

®  Reporting systems

Depending upon the contents of training programme the training methods or technique are
selected. These methods are discussed under item 9.8, in this unit.

10.5 PROCESS OF IDENTIFYING TRAINING NEEDS

A training need can be defined as a gap between the desired level and the actual level of
knowledge, skills or performance that can be, bridged by training. The starting point for
organising and conducting an effective training programme for the salesmen is the careful and
precise identification of training needs. Well intentioned, but general sales traning may not
yield good results. To - the salesmen it mey not appear to be failored to their needs, or it
failed to take account of the special selling situations they generally face.

Thus it is very importent to perceive and identify the individual's training nbeds and then
decide about the objectives and contents of the training programmme. The identification the
sales training needs is a rational undertaking and it has to be done in proper sequence, which
are as follows:

The first step in the identification of the training needs is to define the jobs, to be dore, the
specific tasks involved and the performance standards required . This involves writing of the
jobs description. - i

Secondly, specifying what knowledge, skills and attitudes are needed to achieve the standards
set for the job. Based on the job description, a training needs analysis can be done setting out
the knowledge, skdlls and attitudes, Some examples of such an exercise are given below :
JOB DESCRIPTION/TASK/KNOWLEDGE SKILLS/ATTITUDES ANALYSIS

Job description : Keep Technleally and Commercially Up-to-date

[ Task Knowledge Skills Attitudes
{a) Read Journals What knowledge | Ability to : self Training is not a
) and skills are train, learn, classroom
(b) Attendrelevant | needed asdefined | interpret and operation. Good
Mesting and by the job and apply, information | training is self-
events ) the company. and use initiative | inspired
: continuous and
(c) Assess own accumulative
training needs '
with manager
on a continuous
"basis
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Job Description : Liase with Companles and Qrganisations

[ Task _ Knowledge Skills Aftitudes
(a) Make contact Whe they are Establish mutual | We all nced all
with Where they ~  |-respect, the extra
-+ Representatives | opemate Sell one self, ‘salesmen’ we can
' Who théy kmow. | Establish mmtual | get
(b) Maintain contact | Who kmows them | benefits
for mutual
advantages
Job Description : Sales Plunning
Task Knowledge Skills .| Attifudes
(a) Identify target Number of unit Ability to select Time, efiort and
sizes priorities, good thought griven to
Location administration planning make the
Present -whole job easter,
situation/usage more enjoyable
Future needs and morc effective
Finance '
(b) Drawup action | Company Good An apreed plan of
plans activities communication action makes
Competitor with managers SUCCess raore
activities and distributors likely
‘Distributor Ability to set '
involvement realistic
timing objectivesin a
Management reasonable time
assistance scale
available
Own time
available
(c) Plan with Distributor wiotivation of Liaison is
distributors coverage distributor essential for
: Distributors representatives success
representatives
Credit problems
Distributor needs
Job Description : Make Effective Sales Contract
Task Knowledge Skilfs Attitudes
(a) Plan journeys Geopraphy Ability to assess | Time and effort
Market timing of saved, makes
days/events " individual calls work easier,
Whether Ability to plan enjoyeble and
appointments - journeys effective
. are needed economically
(b) Plan calls Customer needs Ability to identify
products available | customer nceds
Distributor Communication
involvement with distributors

" Customer attitude

I
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(c) Make effective

Products and How to openen _
sales presentations system knowledge | interview selling is essentinl
Economics How to create in a competitive
Cusiomer needs interest market
Selling How to present '
techniques/nezoti | benefits
ation how (o overcome
Sales benefit objections
Nature of Negotiatior
objectives How to close
Alternative positively
methods of
closing
(d) Involve Own limitations | Communication | A team works
management when | of anthority with management | better thana
necessary Customer needs and distributors collection of
Price limitations individual

Job Description : Motivate and Train Distributors

Task Knowledge Skdlls - Attitudes
(a) Identify needs | Priorily gaps' to be Distinguish _ Efficient profitable
for each filled between company | between distribution is
distributorand | needs individual necds | knowledge, skills | essential to Co’s
each customer’s necds and attitudes and | own prosperity
representative . establish .
priorities
Distingais}
between “lack of”
and ‘need for”
(b) Agree what Methods of trainmg Liase with It is our
should be done | Other facilities available | management mesponsibility to
and by whorn Other personne] . ‘Sell’ training to | equip our
Own limitations distributors and | distrbutors with
Own skdlls representatives the knowledge and
h Setting of skills to sell
objectives products and
Planning and SETVICES
’ preparation
‘c) Carry out training | Methods : On-the-job Applying the Training is oot only
Off the job right a-classroom
Product knowledge Method operation. Use of
Sales knowledge Translating the right methed
Use of treining knowledge to and careful
techniques suit audience preparation is
Preparation of aids techniques and essential
Appropriate location aids .
(d) Evaluationon a | Gapinthe objectives set | Interpretreasons | All good training is
Continuous basis | Objectives achieved for gap continuous and
Take appropriate .| accumulative
steps i.c. change
objectives,
change training
methods and
chapge training
contents,
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Job Description : Investigate Quallty Complaints

Task Knowledge - Skills Attitudes
(a) Investigate the Character of Look at problems | A guality.
situation customer objectively complaint is an
"Distributor Assess likely opportunity to
involved causes tactfully build customer
Representative and accurately confidence and
involved Establish rapport | loyalty
-‘Methods of : with the customer
reporting,
handling and _
delivery
complaint factors
Product
knowledge
{b) Report back lo In addition (o Accurate report The customer
Management above checks, Writing should neither
place of origin Accurate check not gain if
Date of delivery interpretation of | the complaint is
and manufacture | facts, people and | handled correctly
Interpretation of | circumstances
situation Empathetic
Recommendations | presentation of
. for action information .
{c) Conclude Laboratory report | Selling skills in The customer
Complaint Interpretation of | presenting . should feel that
satisfactorly report ‘information his complaint has
Character of Obtaining been handled
customer agreement without | fairly, speedily
Relation between | haggling .|land .
loss and views of | Positive closing | sympathetically
Co.
Job Description : Provide After Sales Service
Task Knowledge Skills Attitudes
(a) Identify whatis | Prionities Ability to select
needed: Customer needs and priorities
{i)For personal Customer attitude | Ability to delegate
action Distributor
(ii) For coverage
distributor action | Representative’s
(ii1) For abilities
individual
customers :
{b) Keep personal As above Tactful delegation
involvement to a to distributor
minimim representatives
Training of
' representatives
{c) Provide first-. Technical Ability to provide | Service is a tool to
class knowledge service effectively | be used in gaining
personal services | Product _ and maintaining
where necessary | kmowledge Use serviceasa | business not an
Management . sales aid end in itself
. "_of finance and

| economics
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Job Description : Support Promotional Activities and Participate in

Meetings/Demonstrationis
Task Knowledge © - | Skills Attitudes
(a) Apply Company plans | Selling of Use Distributoers
promotional Area plans promotion to: and Distributors”
Plans in own District plans distributors Representatives to
district Distributor needs | distributor . sell
Consumer needs | representatives
‘(b) Take part in Suitable venues Public speaking We are
meetings and Meeting Driscussion professional
demonstrations | organizations leading
Press coverage Chairmanship
| Products/systems | Report writing
Company policy
Job Description : Internal Communication
Task Knowledge Skills Attitudes
Report competitor Compstitors Accurate Report | Effective action
Actvities to representatives - writing depends on
management Competitors Objective accurate and
: - customers interpretation balanced
Suitable speakers Competitors Communication reporiage
products and with third parties
Policies

Thirdly, define what knowledge, skills and attitudes each salesman has, how and what
performance standards each is achieving, The collection of this information requires the
sefting up and constant use of an effective salesman performance appraisal system. It also
involves agreement on measurement standards and techniques Fourthly identifying the
training gaps in each areas of knowledge, skills and attitudes.

Fifihly, definc what additional training needs arise as a result of changes external to the
salesman’s past achicvements and standards. This necessittes checking on a systematic and
continuous basis-the directions and future plans for the company’s marketing planning, sales

. planning and recruitment functions. For example; a decision to add a couple of products to the

existing product line ¢ould involve every salesman in revising his method of working, route
planning and scheduling, thus giving rise to a new training need in the field. It is therefore,
mecessary to relate the company’s future plans to its current sales force needs.

Lastly, define the training priorities for the cwirent period, i.e., to identify what are the
training needs in the immediate future, in the rnid-term and in the long term, and accordingly
prioritise the training detivity.

Acivity 1

Suppose your are the sales manager for 2 Kashmir carpet manufacturer. You have 2 vacancy
1 your sales force in the Maharastra region. You want to recruit only that persen who is fully
familiar 1o the product. What type of training objectives you would have. if you wish to
prepare your sales personnel fully for the field job?

10.6 METHODS OF IDENTIFYING TRAINING NEED

For the.success of any training it-is of utmost importance that the training needs are identified,
objectively and correctly. Training need analysis will help in identifying employees who need
training and also you can set specific criteria’s to measure the resulls of training. Some of the
methods used for identifying training needs are :




10.6.1 Seli‘ Observation

Observations can work only whcn a salesman is observed doing his job, contxﬂuously fora
specific period, by an observer.

Advantages : Observanon gwes you an idea about the actual workmg of a salesman. It isa
low cost technique with minimum disruption to the work.- Also, in this technique you
yourself observe the salesman and thus the bias is avoided , in the observations.

Disadvantages : The major disadvantage of this technique is that the salesperson may not act
romally when someone is with him as he feels scrutinized. Also you may not observé all the
atmibutes due to infrequency-of occurrence of some attributes. Another disadvantage of this
technique is that sometimes it is difficult to record the observation data. .

10.6.2 Reports

Any organization will have number of reports that record different aspects of job performance
_regularly, like, work records, sales output, sales trend, etc. A careful study of these reports can
help in identifying training needs.

Advantages : You have a long track record of péfforma.ncc which can be used. The
salesman is not aware that you are watching him. In this method, you do not incur any
additional cost. .

Dlsadvantages As the quantum of information available through the sales reports is Iarge '

his method is time consuming.
10.6.3 Surveys and Questionnaires

These are the written forms that are completed and returned either by the Salesperson himself
or by his manager, after filling them up.

Advantages : These forms bring out opinions and facts about a current situation by
questioning the people involved. These are useful in getting information from a large or
geographically dispersed people. The respondents can complete them at their convenience,
wilbout any distraction.

Disadvantages : If the questions are not framed in a simple language, the respondents may
not understand the questions. Secondly, only those people who are interested, will generally
send their reply to a survey.

10.6.4 Face to Face Interviews

A face to face interview is Lhe process of meeting a salesperson individually to discuss issues
that concerns him the most

Advantages : These inlerviews are helpful when you are dealing with sensitive issues that
require explanatory answers. Another advantege of this process is that you can clarify things
by asking questions and also you can observe the non-verbal clues.

Disadvantages : The salesperson may not like such interviews where you ate making notes.
Face to face interview is also a time consuming process.

10.6.5 Focus Groups

In a focus group, 10-15 salespersons meet to discuss a topic and exchange views, attitudes to
- give suggestions. Such discussions are useful when handling an undefined issue.

Advantages : Focus groups offer valuable but general data. With the help-of focus group
discussions you cen identify questions and issues that can be. u.sed to conduct specific

suryeys.
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Disadvantages : ‘A focus group has to be followed by other typ«s’éf surveys for getting
specific thformation. A focus group is time consuming and in such studies it is difficult to
quantify results, . )

As you must have observed, you can nse any or ali of the above methods for identifying
training needs. Once the data is collected, you need to analyze date for prioritizing different
necds that may emerge. One important point that should be kept in mind is that during these
Surveys certain peeds can emerge that cannot be handled by training. These may include pay
increases, incentives, work conditions, etc. Therefore, the suggestion is that when you are
analyzing data you must focus only on those needs that can be addressed by training.

10.7 LEARNING STYLES

When you are designing a training programmc, you st keep in mind that different people,
leamn easily from different learning styles. Therefore, you should be able to identify the best
leaming style. Broadly speaking any person has one of the following as dominant learning
style: Activist, Reflector, Theorist or Pragmaltist. You must appreciate (he fact that these are
the learning styles and need not reflect the personality of any individual.

Activist : An activist involves himself fully and without bias in new experiences. He is open
minded, not skeptical and is enthusiastic about anything new, He is happy to take problems
by brainstorming, Thus, if you are designing a programme for an activist, be sure to include
situations of his participation’s like, games, simulation exercises, etc.

Reflector : He likes to stand back to ponder experiences and observe them from varied -
_perspectives. He will collect data, himself and from others, and prefer to think it thoroughly
before coming to any conclusion. He prefers to take a back seat in meetings and discussions
and enjoys observing other people in action. He tends to adopt a low profile. While
designing a programme for a reflector, be sure to include actueal case studies and experiences
arid guide him to make his own decisions.

Theorist : He integrates observations into complex but logically sound theories. He thinks
problems through in a step by step way. He likes to analyze and synthesize. He tends to be
detached, analytical and dedicated to rational ubjectives. rather than anything subjective or
ambiguous. His approach to problems is consistently Jogical.

Praginatists : He is keen on trying out ideas, theories and techniques to see if they work in
practice. He is the sort of person who will return from training brimming with new ideas that
he wants to try out in practice.

10.8 DESIGNING AND CONDUCTING THE
PROGRAMME

For training of sales force, you can use’ one of the three major types of programmes. These
methods are self study modules, class-room training, on the job training. However for all the
programmes, the planning must be done comprehensively to ensure effectiveness of the
training,

10.8.1 Self Learning Modules
In this programme, the participants are given the course material which they are required to

study themselves. Written notes can be sent, and if needed audio and video cassettes can be
used. This kind of training is useful when you want the participants 1o revise some material or

" you want to send some pre-conference study material. The major disadvantage of this method

is that you cannot be sure whether the participants have actually studied the material. Also, in
this method, there is no feedback. :

10.8.2 Class Room Traiping
Each training programme needs to be individi.rally planned based on the pre-decided

objectives decided for the programme. However the following are ¢ he important areas that
can be covered in a typical sales related programme : ] .




Company knowledge — history and future plans
Product information

Marketing strategies for various products

Leamning the features, advantages, benefits of products

How to obtain interview with prospective customers

The sales presentation

Different ways of finding customer's needs
Answering objections )

Closing the sales presentation

Planning geographical territory and planning each day
Time management

Adm.in.isl:ratii'; responsibilities

Communication abilities

Writing reports

The objective of a class room based refresher course is to reinforee some aspects in the
salesmen which they are likely to forget and also to add new knowledge and skills to the
salesmen. Thus, as the name suggests a refresher and development course must refresh the
memory and develop the true potential of the salesmen. To truly meet its objective, a refresher
course must be based on factual information. Thus complete information on salesmen’s
behaviour, weaknesses and general morale must be available before designing any refresher
course. The information can either be obtained through a questionnaire sent to participants or
through personal interviews, or any other metheds, as discussed under 9.6.Soine of the
questions that need to be answered for running an effective refresher course are:

" | Planning Does a salesman prepare and work his plan
Daoes he keep up to date records
Does he call regularly on his customers

Appearance Is his appearance professional
Does he keep his presentation material neat and clean

Attitude Does he have a positive or a negative attitude
Hdw is his response to official communication
How much is he influenced by outside influences

Selling Skills " How good is his preduct knowledge
. How updated are his selling skills
Does he have knowledge of any special techniques

QOnce all the information is gathered, the trainer can plan different session of refresher course
which can include case studies, role plays, syndicate presentations, simulations etc.

10.8.3 On The Job Training

QOne of the very important ways of teaching new skills to sales people is through on the

job field taining. The important advantage of this method offers is that the skills are
demonstrated to the salesmen in the real life situation and thus the impact on the salesmen is
expected to be much stronger. Also the individual salesman's needs can be identified and
attended to. In on-the-job or field training, the trainer can either make a sales call himself
which the salesman observes and leams. In the other method of on-the-job training the
trainer gives feedback to the salesman after observing him during his sales call. The salesman,
théreafler, practices the recommendations in the foture calls.
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Activity 2

To better idcntify the training needs of your sales personnel, you circulated a questionnaire,.
An analysis of the questionnaires revealed that your sales personnel need to learn handling of
difficult customer or complaining customers. What type of training mcthod you would use
and why?

109 TRAINER’S ABIL(TIES

A successful trainer needs to posses various skills to do 2 good job of raining. Some of the
basic things wilhout which a trainer cannot be successful are, thorough job ]mowledgc and an
ability to relate to the actual situations the salesman experiences. The other main abilities
which a trainer must posses are :

10.9.1 Analytical ability

A good trziner is able to apalyze the situations and identify the exact training needs for
salespersons. The a.nalytlca.l ability will help the trainer to focus on issues of pnme
importance rather than touching superficial issues.

10.9.2 Basic Educational Abilities

A trainer needs to have the knowledge chout the jobs the salespersons perform. He should
also know the principles of comnmmication. Tt would be still better if the trainer has some
knowledge about the aduit leaming. -

109.3 Training Techniques

A successful trainer needs to understand what makes people learn and accept new things. He
should have clear knowledge about the different techniques of trammg He should be able to
employ such techniques, for maximum results.

10.9.4 Ensuring Participants’ Participation

To ensure effective learning, the training session must be interactive where participants freely
participate. Some of the methods employed for ensuring trainee participation are :

® Discussion Groups : Trainees are divided into groups and given various topics, issues

etc. which they bave to discuss amongst themselves and come up with probable solutions.

Questions and answers period, after each session.

Decision making exercises, e.g. finding pi'oduct benefits and converting them into sales
presentations for various types of customers.

® Demonstrations : These can be either trainees acting out certain role plays or video
demonstrations or demonstrations by the trainer.

®  Case studies: Participate attempt to find the best possible solution for a real life problem.

10.9.5 Course Organization

Once the total written material for a course is ready, the session can be put into practice. A
good trainer will always keep in mind some basic rules of organizing a training session, like :

®  Punctuality is essential.

® " All material related to training like, slides, demonstration pieces, samples, etc. , must be
carefully checked before the programme. '

®  The room where the training is to be held must be checked for adequate lighting and
seating arrangements.




N -
~ 10.10 \TRAINING FOLLOW UP

Training follow up refers to the time immediately following the training. This may vary from
the time when learners are still a captive audience, to possibly months or years after the
training, What happens after training is vital to any training session. After any training .
session you must gather and analyze feedback to reviéw training. Measure and analyze results
specially in relation to job performance. Provide additional inputs , if these has been a
shortfall, of similar training programmes are organised in future.

10.11 -SUMMARY

. In order to meet the sales and marketing objectives successfully, it is necessary for each
organisation to train their sales personnel, as objectively as possible. The training activities
should be tailored to the specific needs of the sales personnel and the typical rarket situations
they face. Therefore, it becomes mandatory to identify the training needs. Once the training

" needs have been identified, then commences the process of executing the training programme.
Activities, such as identification of teaching material , appropriate trainer and training
methods, all should be decided, as carefully as possible. Lastly, one should lean from one's
experience and therefore, evaluation and review of a training programme is aiso an important
.and integral cornponent of any training activity.

'10.12 KEY WORDS

Training : Training can be defined as learning to change the performance of people doing
certain tasks. Training revolves around helping people to leam so as to improve their
performance.

Training Needs : A training need can be defined as a gap between the desired level and the
actual level of knowledge, skills or performance that can be bridged by trawping.

Self Learner Module : The participants are given the course material which they are
required to study themselves. Written notes can be sent, and if needed audio und video
cassettes can also be used.

‘Oa Job Training or Field Training : In on the job or field training the traincr can make a
sales call himself which the salesman observes and leamns. In the other method, the trainer
gives feedback to the salesman after observing him during his sales czll. The salesman, in the
future calls thereafter, practices the recommendations.

10.13 SELF-ASSESSMENT QUESTIONS

1. How an applicant, before accepting a job, could appraise himself quality of training that
will be provided to him? .

2. Why is sales training a continual managerial activity?

3. Why is product knowledge also considered to be a sales related training need?

4. Why do sales trainers rely so much on role-play in teaching sales techniques. Distuss its
advantages over other training methods?

10.14  FURTHER READINGS

The following units of the Management Programme are recommended for further readings. -

MS-2, Uit 6.
MS-22, Block -1.
MS-23, Unit - 12.
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UNIT 11 COMPENSATION AND

MOTIVATION OF SALESFORCES

Objectives

The objectives of this unit are (o cnable you 10 :
¢ describe the importance of compensation

s explain types of direct and indirect compcnéalion

‘e discuss compensation schemes used by different companies

« enumerate factors influencing design of compensation schemes
+ cxplain the need for motivating salesmen

e discuss the different motivational techniques.

Structure

11.1 Introduction

-11.2 Types of Compensation (Direct)

i1.3 Types of Compensation (Indirect)

11.4 Case Studies on Compensation S¢hemes

11.5 Factors Influencing Design of Compensation Schemes
11.6 Criteria for Designing a Compensation Package

11.7 Motivation of Saleslorce

11.8 Metivation and Needs

11.9 Salesperson and Motivational Technique

11.10  Summary ’ .
11.11  Key Words

1112 Self-Assessement Questions

11.13  Further Readings

11.1 INTRQDUCTICN

The salesforce of any company needs to be compensated adequately Lo keep its morale high
and to enable itto contribute to its maximum, The direct salary and allowances elc. are
similar for all kinds of companies. However, the indirect benefits (such as incentives and
perquisites) provided by each of them may differ. The general trend is towards increasing
the indirect incentives of the salesforce.

A salesforce is the représentative of the company’s philosophy and business principles, It is
the medium which builds the company's perception among its ¢lients. The building of the
salesforce is a phenomenal task but its maintenance, as you will agree, is also important.
This is possible through proper compensation schemes including provision of indirect
benefits in a planned manner. In this lesson we shall study the methods adopted by
companies in designing their compensation packages and in keeping their salesforce -
molivated.

112 TYPES OF COMPENSATION (DIRECT)

As mentioned above, the direct compensation package for a salesman is more or less the
same in all companies. However, as you must have also seen in your experience, a company
employing technical person as salesman for selling, say, industrial or elecironic products
may offer a high basic salary. Sometimes, when the product is in the introductory stage the
function of the salesman is Lo create new markets and make customers understand how to
use the product as in the case of a new consumer durable product like Vacuum Cleaners or a
new electronics products used by certain industries; the basic salary of the salesman may be
on the higher side.




The direct compensation package of a salesperson thus consists of the basic pay +
allowances covering all travel and entertainment expenses etc. In case, the salesman has to
stay overnigiit his boarding and lodging allowances are also provided for. All the above
expenses necdless to say, are budgeted and controlled as per the salesmah’s route and cycle
of travelling. The salesman is normally required to present necessary vouchers to get his -
expenses reimbursed. : ; . ’

The basic salary and other allowances are revised from time to time. They also increase with
promotion of the salesman. More important than the basic salary are the other benefits made
available 1o the salesman. We shall discuss these in the next section. -

Activity 1

Given below are four different kinds of product market combinations. Rank them according
1o basic salary giving rank | to the combination which has a high basic salary; rank 2 which
has lower than that and so on.

Product Market - Rank

1) Industrial New

2) Consumer non-durable Competitive

3) Consumer non-durabie Nen-compeulive .

4} Banking/financial Competitive
service

Study different types of companics you come into contact with respect to the wavelling
allowance given to the salesman, Using this, answer the following to rank the travelling
allowances ;

Type of selling activity Travelling allowance
1) A medical representative covering four suburbs
of a city.
2}  Anindustrial product salesntun visiling
{-2 industries a day tn s particutar
geopraphical area.
3 A door-to-door salesman selling/demonsirating
& new cnnsumcer durable product,

11.3 | TYPES OF COMPENSATION (INDIRECT)

These consist of financial as well as non-financial incentives. The financial incentives are
again in more than one form :

1) salary plus commission on sales above a certain amount;
i) salary plus a share in profits.

i)  Salary plus commission on sales above a certain amount

* Herein, the salesman receives direct salary and a commission in addition to it. Every

* salesman is assigned a fixed quota, lerritorywise/customerwise to be achieved in a fixed
period of time. The commission is awarded on achievement of the targeted quota. Again, a
fixed percentage of sales achieved over and above the target is also set. This Lype of
compensalion scheme ensures a direct salary as well as an in-built motivation system
through incentives, :

This method for compensation with an in-built incentive scheme is adopted by most
consumer non-durable as well-as consumer durable companies. Certain industrial product
companies and financial service companies, insurance companies, also are increasingly
adopting this method. '

if) Salary plus share in profits _ )
This is not a very prevalent method. It is genenrally suggested for a company selling high
value items with high profit margins. The incentive here is based on profits eamed. Herein,
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the selling expenses 1o sell a product may also be large and this is incorporated in the profit
sharing scheme as it acts as a control mechanism. Also salespeople working to obtain
.contracts are generally given a share in profits rather than awarded on direct sales.

Activity 2 :
Given below are certain types of selling jobs. Give a compensation plan which will be the
most appropriate in each case.

Compensation plan
1) Medical representative selling
2-3 formulations and tablets of
a pharmaceutical company.

2) Salesperson employed by a construction
company to get building contracts.

3) Salesperson employed overseas by an
export apéncy to develop overseas market
for the product,

4) Salesperson selling soaps of a reputed
company in a panticular district in a
competitive market, '

9) Salesperson selling refrigerators 10 company
dealers. )

Non-financial incentives
The trend these days is to provide other non-financial incentives like :

a) Training programme
b} Awards, recognitions and prizes.
Most companies offer training programmes for their salesmen. On an average a salesman

has to undergo a training course every one or iwo years. These programmes enable
interaction between salesmen of different temitories as well as provide them with latest

. developments in the field. Those training programmes are viewed ac on indirect benefit by

the salesmen. They may be held in the company premises or preferably at an outdoor locale.
They break the monotony of the salesman’s job as-well as make him fee! a part of the
company team. A sense of belonging is cultivated which also motivates him. Certain
companies with foreign holding companies may also send their salesmen for training abroad
providing them with good opportunities lo learn abour their field.

In addition to training programmes the award ceremonies for outstanding achievements in
sales are held in exotic locales like hill stations or five-star hotels. The awards are presented
through foreign dignitaries or important people in the field, thus providing the salesman with
the much needed recognirion.

'11.4 CASE STUDIES ON COMPENSATION SCHEMES

Let us now take a look at the salesforce compeﬁsalion scheme followed by Videocon
Internationat Ltd. This company markets Televisions, VCRs, Washing Machines and Audio
products, The organisation structure of its marketing and sales department is given below,

The group general manager for marketing is responsible for overall sales and marketing of
all the products of the company. There do not exist any separate product markeling
managers for the different products. The group marketing manager is assisted by the deputy
general managers who are two in number for all the four sales zones. The deputy sales
manager is in tumn assisted by the regional sales manager. An area sales manager reports 1o
the regional sales manager. The field force under the area sales manager consists of the
senior sales officer who conwrols and directs a battery of 6-25 sales officers depending upon
the size of region allotted to them which is generally a state. Thus, for example, Maharashira
has 25 sales officers, whereas Delhi has about 6 sales officers.




M.s.rkeung Department Compensatlon and
- ; Motlvatlon of Salesforce

I Group General Menager (Marketing)} |

|

| Deputy General Manager | ) LDcputy General Manager |
(West Zone South Zone) | (North Zoni:, East Zone) .
[ | | I
Regionaf RSM | RSM| RSM
Sales Mgy,
Area Sales :
Mgr. (1)
Senior Sales -
" Officer (1)

The function of the sales officer is to follow on the dealers; look orders; look after sales and
service; report compelitors achivity; stock position with dealers etc.

Given the greater popularity of the company’s products, the salesmen territorial quotas are
fixed on the basis of the production and supply capacity of the company rather than the
demand in that particular area. The demand for the product, according to the company
services is adequate in most regions and selling is.more a funciion of production rather than
the selling skills or promotional tools employed by the company. As such, there exists no -
reward system for compensating the salesmen on achievement of targets although it is an
imporiant criterion in the evaluation exercise. Every salesman has to report on the basic
activities performed by him as a daily routine.

The company has set aside certain budgeted entertainment allowances for its salesforce to
maintain and develop good dealer relations. These entertainment allowances are generally
very liberal and go a long way in providing the sales officer with the additional incentive or
indirect benefits which he expects. A direct reward system is replaced by such an indirect
system to keep the sales officer motivated.

A 6-month performance evaluation exercise is carricd out to aid in promotion as well as
streamlining of salesforce. The parameters used are allotted a total of 1000 marks which are
allotted 10 :

# Target achievement

s Utilisalion of material

* Personality -

s Merchandising’

« Dealer relations

* Integrity

s Loyalty

* Rapport with Top Management

Target achievement is allotted a maximum of 250 marks followed by the last three
parameters which are subjeclive in nature. Thus both personal relations as well as expemsc
in selling are constdered important by the company

From this case study we can see that the company being in a sellers market as of to-day can

afford to have a less complicated compensation structure with no direct incentive system.

The salesforce is motivated by providing them with a good life style through entertainment

allowances as well as treating them as a part of the Videocon family. The human relations 35
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form the basis of motivation rather than just compensation in terms of moncy in this
company.

Activity 3
Critically evaluate the compensation scheme adopted by Videocon. Is a change required or
is the present system adequate ?

11.5 FACTORS INFLUENCING DESIGN OF
COMPENSATION SCHEMES

Althougn tne basic structure of a compensation plan may be similar across the companies,
some factors do predominantly shape the structure of the company's compensation plan.

i) The Relation with Product Life Cycle
The amount of selling effort is directly related with the stage at which a product is in its
life cycle. The compensation structure is a function of selling effort. So, in effect, the
compensation structure is an indirect function of the selling effort. -

When the product is in the introductory stage the oornpany needs a dynamic salesforce
which can establish the product in the desired market. The salesforce must be
enterprising, willing to travel, take criticism easily, have a good knowledge of the
_product, have good communication skills and last but not the least, have tremendous
"stamina to work. To keep such a salesforce motivated, adequate compensation is the
basic need. So, in the introductory stage of a product, the direct salary may be oen a
higher side but indirect benefits may not be introduced at this point.

In the growth stage, the motivation of the salesforce has to be sustained to exploit all the
opportunities available in the market. They have o approach the market with renewed

" vigour. At this point indirect compensation schemes which are incentive linked play an
important role. Incentives linked with achieving targeted quolas; giving adequate
feedback on market and competitor activities will keep (he salesforce happy and at the
same time help the product in its growth.

When the product has firmly established itself, the salesforce also needs a break from
the monotony. Other indirect benefits like training programmes in good environmental
locales ; foreign mips for training and understanding markets; promotions to much
responsible positions are the requirements at this stage. These programmes not only
enhance their knowledge but lend a new direction of looking at things.

With the preak in monotony, certain problems with the product which may have started
emerging get due consideration. Schemes for sales promotion and dealer promotion
which are inevitable at this stage can be designed with a fresh qutlook. The basic
increase in salary and incentives, however, are made as per schedule.

When the product is in the decline stage some fresh incentive schemes may be
introduced in the compensation scheme to generate fresh interest in (he product. The
number of people involved with the product has also to increase marginally. The
existing product managers who may be concentrating on a more successful product at
this stage would reqmre added incentives to revive the declining sales of the product
concerned,

You are already familiar with the PLC curve. Incorporating the discussions we have
‘had above a PLC curve in relation to changes in compensation over time would look
like Fig, 5.1.
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Fig.5.1: Cﬁmpcnsallon during stages of product life cycle

ii) Compensation Related with Demographic Characteristic
You might be slightly surprised to know that in practical situations the compensation
package preferred by the salespeople depends upon their demographic characteristics .
also, Their age and size of family or number of dependents play an important part in the
preference for a basic salary and/or incentives. However, this cannot be generalised and
depends largely on the individual. The table below classifies the preference according to

demographic data.
Salesman Preferred Preferred Compensation
Job Style
Age Family
size
20-28 Bachelor High nisk Straight Commission
High reward ar Incentive
Aggressive Company
28-35 Married with Established Intensive plan
’ one-two Young company Basic + Incentive—
children stability preferably with
higher basic component
BE& Married Stability and Preferably straight
above with growing steady job salary basis
up children
Source:  Markeling in India by 5. Neelam;:gha.m.

iii) Role of selling in Marketing strategy of the company.

"iv) Competitor's practices.

" Activity 4

A mulii-product company is introducing a new product in a new market. Tis existing sales-
force is managing the existing products which are in various stages of the PLC. What are the
alternatives availahle to the company with respact to the salesforee for the new praduct
Given the salesforce what are the compensation scheme aliematives avaitable ? In the fipit
of the factors discussed above, list all possible aliematives.
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11.6 CRITERIA FOR DESIGNING A COMPENSATION
PACKAGE ' ' -

We can now set a few important criteria which must be kept in mind while dcsiguiﬁg a
salesforce compensation package. These are primarily : :

i} The budget set for the compensation of salesforce;

1i) A proper study of job requirements is the second step followed by a coincise job
description; ’ ‘

iii} Defining the organisational heirarchy of the salesforce the fqle and function of each
responsible person in the structure;

iv) The current trend in the competitors selling similar prodicts in the similar markets;

v) The company's policy of molivéling salespeople whether through an in-built incentjve
system or through provision of indirect benefits like entertainment allowance/libéral
travelling allowances, other out of pocket expense reimbursements;

vi) Formal and compulsory training programmes for all sales personnel 1o make them feel a
part of the company as well as to develop their skiil and provide them with the
" mecessary break from the monotony of daily routine sales reports;

vii) Human resource development programmes to create a feeling attachment towards the
task at hand and imbibe the culture of the organisation.

The present day trends lay greater emphasis on the last two mentioned considerations along
with a direct compensation programme inclusive of direct salary. With selling having
become more and more difficult a satisfactory compensation package is a must to avoid high
turnover within the salesforce. .

117 MOTIVATION OF SALESFORCE

Motivaiion is generally regarded as the process of getting people to work towards the
achievement of an objective. Ideally it should go beyond the achievement of company
objective, plans forecast or targets and help the company win commitment-of salesforce to
the company.

Salesforce is primarily responsible for achieving the sales targets and as already mentioned
the salesforce cannot be controlled, administered in the way factory workers or office staff
can be monitored. The salesforce is required to be self starters, highly ambitious, result
oriented and go-getters. All the sales situations cannot be predicied and preplanned in view
of the dynamics of the market place,

Effective selling, therefore, requires creative skills. Thus, the salesforce has to be kept
highly motivated and committed both extemally as well as internally.

Attracting and maintaining a well motivated salesforce is a challenging task. The confidence
and motivation of a salesperson get wom out by the inevitable rejections he suffers from
customers as part of his everyday activities. In some situations such as selling office
automation products (Electronic typewrilers, Computers, Xerox machines), consumer
durable (television, refrigerators, scoolers elc.) rejections may greatly outnumbers successes.
Thus motivation of salesperson poses a major challenge to the management. The challenge
of motivation is magnified by the fact that the salesperson and supervisor are normally
geographically separated, as a result the salesperson may feel isclated and even neglected.
He is prone to frustration of success and failure coupled with extra working hours, He
requires exlensive travelling, many days of_separatipn from family and with sense of risk
involved in travelling. Above all he has to live in the environment of competitiveness with

- his owrfcolleagues to meet his targets. In market situation chamclerised by keen competition

he is constantly exposed to the offerings of the competing manufacturers — in terms of their
sales compensations packages, working conditions, efc. -

All these peculiar conditions, therefore, require an understanding of the motivational needs
of salesperson by the management.
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11.8 MOTIVATION AND NEEDS

While siudying motivational theory, behaviour research studies have revealed that
motivation can be created if needs can be studied, evaluated and predicted and fulfilled.

We know that various types of needs arise out of ambitions/dreams and all needs create
tensions leading to that extra bit of effort and activity which help fulfil these needs and
achieve the goals. Hence 1o study the motivational patlern of salespersons/sales executive
we need 1o study the process of creating ambitions, leading to arousal of needs and hence 1o
thal extra activity.

. ; .
Ambilions, 5 Needs 3 Tension
dreams ' & Wants

Stimulus Activity

Achievements
of goals

Every salesperson has different types of needs, goals, and problems of his life and the leader
i.e. sales executive has lo understand these needs of each individuals salesperson of his team
before applymg the principles of motivations.

According to A.H. Maslow needs can be classified into five categories.

1) Physiological Needs
Food, clothing, shelier are primary needs which are ordinarily satisfied.

2) Safety Needs
Protection from threat, danger and deprivation etc.

3) Social Needs _
Need to feel that everyone belongs 1o a relationship, to feel as being accepted as part of
the society.

4) Ego Needs
Meeds which satisfy the enhancing of self-image, self-esteem, self-respect and
achievement. Salespersons in general has high ievel of ego needs.

5) Self-Actualisation Needs
These are the desires of self-development, self-fulfilment and self-growth.

As you all know that level of the needs and understanding of the sales personnel do not
remain stationary. As the sales personnel grows in life, in age and career, his nceds shift and
to keep Lhe motivational level high, the supervisors and sales manager must be able to
foresee such changing needs and desires and must manage {or these needs.

11.9 SALE PERSONS AND MOTIVATIONAL TECHNIQUE

The simple motivational tools of early years such as only financial benefits preveto be a
poor method of motivation beyond physiological and satefy needs satisfaction on account of
the unique aspects of a salesperson’s job.

The non-financial incentives, thus, become an important component of the motivation mix
of a company. These are especially relevant as Dawson has pointed, “business is on the
threshold of a new era of human and social concern, which will inevitably rgsult in greater
attention to total human resource development hy sales management.”

Two Surveys

A study was conducled to analyse the factors which motivate salaspcrson employed in the
_pharmaceutical industry in India and to examine the extent to which they perceive their need
fulfilment on their job. More specifically its objectives were to find out :

Compensation and
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a)

b}
<)

The kind of needs of salesmen which according to them must be fulfilled as per their

jobs and relative imporntance.

Salesmen's perception of their need fulfilment, and deficiency.

How the level of motivation of the salesforce could be improved.

The study is based on a sample of salesmen taken from 30 pharmaceutical companies
registered with DGTD, India. In order lo measure the extent of motivation, a list of need

the investligalion are summarised in the tables given below,

. factors that a salesman was expected to satisfy through his job were selected. The results of

Table 1 : Average Scores for the Molivational Perceplions of the Salesmen

{ISﬂmpl.e Size = 116) -

Medium Score for the

Importance of the Needs

"S. No. Need Factors Need Need Need
Fulfilment Expeciation  Deficlency Average Rank

i) Jab Security 5 7 298 1
2) Financial Eaming 4 7 145 2
3 Relalions with .

Fellow Salesmen 4] 7 1 8.51 10
4) Confidence of

Supervisars 6 7 1 6.49 7
5 Prestige of Salesmen’s

Posil_ion . 6 7 1 7.31 g
6) Recogniton for

Good Work, 5 7 2 40 3
7 Coatrel over Means - N

of Accomplishment 4 7 2 174 9
8) Supporting Help

from Superiors 5 6 1 9.31 11
9 Feeling of Self-

esteem 4 7 3 5.77 6
10}  Prospects for

Promotion 3 6 3 4.88 4
11} Oppzrunities )

for Personal Growth

and Development 4 7 3 5.20 5
Average Across All Needs 5 7 2

Source : Marketing in India

: Cases and Readings by S. Neclamegham

Table 2 : Level of ‘Need Fulfilment’, ' Need Deficiency® and ‘Need Importance’ of the Salesmen

(Samples Size = 114)

The Level of Need Im'pnrl.ance of -

S. No. Need Factors Need Fulllment  Satisfaction the Needs
1) Job Security Medium Medivm High
2) Financiel Eamings Medium Medium High
3 Relations with Fellow

Salesmen High High Low
4) Confidence of .

Supervisors High High Medium
3) Prestige of Salesmen’s

‘Paosition High High Low
6} Recognition for Geod

Waork Medium Medium High
N Control over Means

ol Accomplishment Medism Medium Low
8) Supporing help from . ’

Supervisors Medium High Low
8)  Fecling of Self-csteem Medium " low Medium
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. " The Level of Need Importance of
5. No. Need-Factors Need Fulflliment  Satisfaction the Needs
- 10)  Prospects far Promotion Low Low High
-11)  Oppartunities for
Personal Growth and
Devclopment Medium Low Medium

Soarce : Masketing in India : Cases and Readings by 5. Neelamegham,

. lnsﬁfu(e of Marketing (PA Consultant, 1979) conducted a study into Lhe salesforce

motivational practice by asking the sales managers to rank eight factors excluding financial
benefits (i.e. salary, bonus, commission) which could be effective in motivating their sales-
force to improve upon their usual performance.
1) Individual meetings

with supervisor to discuss

career, job problem etc. J
- l
2)  Regular pcommpaniment - I

in the Meld by the sales manager

3)  Merit promotion system rather |
than “dead man's shoes™. .

4) Penicipation in senting |
sales tarpels.

5) Salesforce mectings/convention.

6) Sales contesticompetition. |

7Y  Bigger car for higher |

sales numover.

8} Fear of dicmiccal or

unemployment ; lll'.l I.S E'U ?.IS 3'0 3'5 4:3 4I§ 5]0 4'5 5.0 5'5 ]
The findings of the study showed that individual meetings between sales manager and
salesmen were thought Lo be the most effective of the eight factors taken. Sales contest and
competitions were ranked only sixth in importance, although a more detailed analysis of
questions revealed that this form of molivation was ranked first among the consumer goods
companies replying to the questionnaire.

Some of the unconventional factors that make a special mark on salesforce motivation are
discussed below.

1) Meeting between Manager and Salesforce
These are highly regarded by sales managers in the motivation of their sales teams.

This provides opportunity to managers to meet their salesforce in the field, at head
office and at the sales meetings/conventions. This provides a number of opportunities
for improving motivalion.

These meetings allow the sales manager to understand the personality, needs and -
problems of each salesperson. The manager can then Setter understand the causes of
demotivation/frustration in individual.salesperson and respond in a manner which takes
into account the needs, problems and personality of the salesperson. Sales techniques
can be improved and confidence boosted. According to Likert, when the sales manager
encourages an ‘‘open” style of management, salesmen are encouraged to discuss their
problems and opportunities so that the entire sales team benefits from the experience of
each salesman. This results to a greater sense of growp toyalty and improved
performance. The success of the marketing leam can be easily attributed to the open
door policy adopted by companies in India. As one manager put it, “I know all my team

" of 166 sales representatives personally, by name and make it a point to keep in touch

.. with all of them. They can walk in any time with their problems and they have got the

confidence that most of their problems will be handled to their satsfaction.”

Compersation and
Modlvatlon of Salesforce
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2)

3)

4)

5)

6)

7)

8)

Clarity of Job -
Clarity of job and what is expeclcd from the salesperson is a great molivator.

. The objectives when duly quantified and well defined, properly connected and linked

with the reward and recognition serve as source of maotivation to the salesperson. -

Sales Targets or Quotas

If a sales larget or quota is Lo be effective in motivating a salesperson, it must be
regarded as fair and atainable and yet offer a challenge to him. Because the salesperson
should regard the quota as fair, it is usually sensible to allow him o participate in the

. setting of the quota. However, the establishment of the quotas is vltimately the sales

manager’s responsibility and he will inevitably be constrained by overall company
objectives. If sales are planned to increase by 10 per cent, then salesmen’s quotas must
be altered in a manner consistent with this objective. Variations around this average
ftpure will arise through the sales managers kaowledge of individual salesperson and
changes in commercial activity within each territory; for example, the liquidation of a
key customer in a territory may be reflected in a reduced quota. Quotas can be set on
Rupees sales. unit volume, margin, selling effont or activity and product type. The
attainment of a sales target or quota usually results in some form of financial beneft to
the salesperson.

Sales Contest

The sales contest is an important tool 1o motivalte salesperson. The purpose of the sales
contest varies widely. It may encourage a higher level of sales in general, to increase 1he
sales of a slow-moving product or to reward the generation of new customers. It
provides an incentive to show better performance and secure more satisfactory results.
However, sales contest have a few disadvantages. one such disadvantage is that it can
encourage cheating. For example, in one company which used a sales conlest to
promote sales at a series of promotional events around country with its dealers
salesperson “stored up” orders achieved prior to the events in order 1o increase the
apparent number of orders laken at the events. Also, contests, by pitching salesperson
against salesperson, militate against the spirit of mutual help and cooperation whlch can
improve salesforce performance.

Sales Conventions and Conferences

These are the devices of group motivation. They provide opportunities for salesperson
tu participale, gain social satisfaction and express their views on matters directly
affecting- their work. They promote leam work, dissolve social barmiers, inspire and raise

- salesperson’s merale, Most of the companies in India are now-a-days adopting this

method to motivate their salesforce.

Positive Affect _
The positive affect method is also an imporiant techniques for motivating the salesforce
to their best.

The proper application of praise, positive feedback, and human warmth and
understanding can impel others to perform up Lo their capabililies. This must be done in
a genuine way and not be perceived as overtiy—self serving.

Another form of motivation ihrough positive affect occurs via small group and peer
relations. Friendship, support and comradeship frequently serve as vehlcles for creating
positive l'eelmg towards the company and job.

Leadership Style of the Manager

Leadership style of the manager plays an important role in motivating the salesperson.
Inspirational leadership, which refers o influence through referrent power,
identification or charismaiic charm is an importznt tool in the motivational strategy of
the management. It infuses the images and expectations for extremes of effort. sacrifice.
achievement and in general “the right stuff™. It is practiced through the use of
professional speakers special audio tapes and video 1apes designed to arouse and
stimutate salesperson., It also tries to create and perpetuate certain corporate myths and
success slories, which indirectly motivates salesperson 1o perform at their best.

Freedom to Work
In order to perform the onerous duties and responsibilities, the salesperson must be
given a reasonable amount of freedom and discretion in performing their job. Likert in

o
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his studies has mentioned that lack of enough discretion has a negative impact on

* employees job satisfaction, Discretion and freedom may be accomplished by allowing
salesperson 1o develop their own call Ppatterns, more control over (he types of
promotional packages that are offered to their customers ete.

Freedom or autonomy satisfies the psychological needs and is like power pay (which is
a reward), making the job of salesperson more important in the organisation.

"9) Reward and Recognition }
Although sales quolas, sales contests, conventions and conferences have positive carry
over effects, these are short lived techniques of molivaling salesmen. On the other hand

. reward and recognition on salesperson accomplishments are more enduring and '

- relatively economic methods of motivation. Some of the ways to extend recognition and
honour to salesperson include conferment upon the title of “salesman of the month/
year.” Congratulation telegrams from members of. lop management, sales trophies,
offering membership of social clubs, mention in company newsletter, certificate etc.
Recognition and honour satisfy salesperson’s need for self-esteem and self-respect.
These are like status pay — a public acknowledgement of the value that management
places upon an individual,

10} Persuasion - -
One of the more common and recommended forms for inducing high levels of - _
molivation is through persuasion, In this situalion, managers use rational arguments to
convince safesperson that it is in their own best interests to act in a preferred way.
Persuasion has the advantage of getting people to conclude that their actions were
performed out of their own free will. This leads to higher levels of self direction than
reward or coercive modes of influence where one perceives he or she acts more as a
function or extemnal compulsion than internal volition.

Financial Incentives
Now we come to the financial aspects of the motivational technique.

Financial incentives are definitely a motivating factor, but it varies at the hierarchial level of
the salesperson. The need is great at lower end of the salesperson. It not only keeps sales-
person on the company rolls but also motivates them o contribute (o the gro' sth of the
company and thereby get grown individually. It is also important managerial tool to control
and direct salesforce to attain the sales objectives. -

A poorly developed or administered financial Plan may invite unions to organise salesforce
as happened in some of the pharmaceutical companies in India.

Therefore in the management and motivation of salesforce, a fairly reasonable financial
incentive plan plays a very important role and “a salesforce cannot be considered soundly
managed unless there is a well developed and well administered corpensation plan”.

We shall not concentrate more on the financial aspects of the motivational strategy because
salient features of the plan has already been discussed in MS-6 Block 6. -

Activity 5

A chart of some basic motivational needs is drawn here. Make a team of your friends or
colleagues and attempt a rating on the scale to identify the stronger needs within each
individual in the leam. The rating scale 1-8 gives the weightage points in ascending order, 8
being the highest rating. -

Motivational Need Audit -

Raling

1 |2 3 ] 4 5 | & 7 T % | Nuotes

Survival

Need for income to meet more than
minimum requiremenis.

Heallh

Physical and memal well being of self
and family.

Security
Need for siability of income, employmeni,
homelife and environmient,

Compensalion anu
Motivation of Salesforce
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Acveplance

Need for acceptance by’ family, (riends,
peer groups, colleagues. supervisors.

sociul or work cnvironment.
Dependence

Need Fur support and supenvision,
Cunsolidation

Satistuction wilth preseat rulefstatus.

Rating

1 12 3 T4 Tz te |7 |8 | Notes

Respect

Nerd [ reveive of show respect in home,

Aclinvity .
Newd lur physical andfor intelleciual
activity Beyund minnnuin job inpans,

Kecugnitiun

Frefcrence fur public recopitiun .
rather than obaeuris '

Kesponsibility : e

Seeed T have amd w2

chorespunsibilily i
rether than avind o

SLatus

Nead for o feeling of sclf wonboal
reve b ol s -

Power

Need tor power through position
ur knowledge. . - .

Souree : Sules Mansgement. The Completc Marketers Guide by Cheis Noonan.

11.10 SUMMARY

In this lesson we have studied the various dimensions a compensation scheme for a sales-
force can zssume. Both direct and indirect compensation play a vital role. However, indirect.
compensation is assuming greater importance, of late. Factors like the PLC, demographic
characters of the salesforce; sales strategy, competitors practices, company policy on
mativation and retention; budgeted amount for compensation eic. A case study on Videocon
Appliances, a growing consumer durable company, indicates the strategy adopted in the
introductory stage. We can say in the conclusion that maintenance of salesforce through
adequate compensation schemes is imperative for the growth of any company. A salesforce
compensation plan should be simple enough for every salesperson to understand and fair
enough for every salesperson to remain motivated.

Mottvation of salesmen which forms the other aspect of this chapter is among the most
important responsibilities of salesmen. It is not something a manager adds after the
organisation has been set-up and is in operation. It involves basic relationship that are built
into the organisational structure. ' )

Behavioural scientists have classified motivational needs. According to them each

individual is a different entity and hence o understand what wou_ld motivate the salesperson, .
.individually the nature, character and needs of individual have to be understood. Within the

available resources of the organisation and the limitations these have to be fulfilled to
achieve the results with high productivity. The sales manager/supervisor plays an important
role in motivating his sulesforce as he interacts most with his salesforce and can understand
empathise closely with the salespersonnel. His role as a primary source of understanding his
1eam and motivating his team is of great importance. In order to be a good morivator, he has
10 be a capable leuder with the leadership style suiting the particular environment and
condilions.

N E TR TR

SramR e




111 KEY WORDS

‘Bonus : A payment rhade at the discretion of management for a particular achievement.
Combinatien plans : A compensation plan that uses salary, commission and/or bonus.
Commission : A payment based on performanée._

Financial incentives : Direct monetary payment such as salaries and wages.

Eringe benefit : Indirect rewards such as paid vacations, pension plans. medical
reimbursement and insurance payments.

Motivation : The how-to aspect of getting salespeople 1o do their jobs well.

Non-financial incentives : Incentive techniques used for specific, special cfforts situation.
Sales convention and meetings, sales contests honours and awards, special privileges and
favourable communication are the major forms of non-financial incentives.

Varied commission plan : A compensation plan where higher commissions are given for
selling products with high profitability and lower commissions for products with smaller

profitability.

11.12 SELF-ASSESSMENT QUESTIONS

1). Why is it necessary to have an adequate compensation package for the company sales-
force ?

2) Howdoes the compensation package differ between the companies selling different
types of products ?

3) What are the basic components of a compensation package ?
4) Describe your views on training programmes as an indirect incentive to salesmen ?

. 5} How do factors like PLC and demographic characteristics influence the compensator
scheme offered ? '

6) What are the factors affecting motivational needs of salesmen ?

7) Comment upon the non-financial incentives given to salesmen ?

11.13 FURTHER READINGS

3. Neelamegham, Marketing i India. Cases and Readings. Vikas Publishing Housc Pvi.
Lid.

Richard R. Still, A.P. Govani. Edward W_ Cundiff, 1988. Sales Management, Decisions
Strategies and Cases, Prentice Hall of India Pvt. Lid.: New Delhi.

Philip Kotler, 1988. Markering Management. Analvsis, Planning. Implemcntation, and
Conirol, Prentice Hall of India Pvi. Lid.: New Delhi. :
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129 Comparing Performance with Norms

UNIT 12 MONITORING AND
PERFORMANCE EVALUATION

Objectives

After studying this unit you should be able to :

* Explain the need and purpose of monitoring systems

* Explain tl:lc monitoring systems used fo-r sales personnel

¢ Describe the various types of information sought through sales reports

» Discuss the quantitative and qualitative criteria used for performance appraisal -

¢ Evolve a composite measures for evaluating sales performance.

Structure

12.1  Introduction )
122 Monitoring - Needs and Objectives
12.3 Parameters used to Monitor Salesforce
12.4 Conteats of a Sales Report
12.5 Basic Sal=s Reports and their Analysis
12.6  Perfonnance Appraisal Evaluation
12.7 Salesmen's Evaluation - Some basic Issues
128 Setting Performance with Norms .
12.10  Case Study - Monitoring and Performance Appraisal of Medical Representatives
12.11 Summary
12.12 Key Words
12.13  Self-Assessement Questions
12.14  Further Readings
Appendix

12.1 INTRODUCTION

Even the best organised slaes department will not function effectively unless the sales effort
is planned and controlled on a regular basis. Sales reports form the basis for the monitoring
of sales personnel. Firms need regular sales information on effort by product line. customer
iype or by geographic segment for appraising then salesmen and analysing them
profitability. Most organisations today have formal performance appraisal systems 1o aid
them in evaluating their salesforce. In this unit, you will leam about the processes for
monitoring the sales effort and the procedures for performance evaluation generally used for
sales personnel.

12.2 MONITORING - NEEDS AND OBJECTIVES

Once the sales plan has been put into action, it is important for the sales manager to know
whether the sales effort is being operationalised in the way it was expected to be.
Organisations depending upon their own needs, through periodic reporting or field visits,
design a monitoring system, to keep themselves informed about the activities of the sales-
force on a regular basis. Monitoring has been explained as “keeping abreast of the
salesmen’s activities through a formal feedback system. It is a vital aid in controlling the
sales effort, and by fumishing a wealth of data about the salespersons day-to-day activities
the monitoring system becomes an input in the formal appraisal of the salesmen's
performance. Scles reports are the basic (ool used for monitoring sales personne!. The sales




manager uses the information from these reporis 1o judge whether sales personnel are calling Monitoring snd Performance

on and selling to the right people and whether they are-making too many or too few calls,

A good monitoring system also helps the sales management in determining what can be
done to secure more and larger orders. The data furnished by the sales reports is processed
to gain insights in the type of direction and help that can be given to field sales personnel.

A well designed n:aonitoring system also aids in the self improvement of the salesmen.
Regular recording of their own accomplishments forces individuals to take a stock of their
own work, compare it to their own past performance or their aspirations, and leads them to a
periodic self-evaluation, which may become an effective motivating force. The basic
purposes for which a good monitoring system is designed could be : ‘

a) tokeep the sales manager informed about all the sales activities of the sales personnet.

b) toenable the sales manager to get data for evaluating performance; for example, details
of prospects called upon, number of calls made, number of orders obtained, days
worked, kilometres travelled, selling expenses incurred, displays arranged, missionary
work performed etc.

¢) toenable the sales manager to detect deviations from standard performance and take
timely remedial action,

d) to help the salesperson plan his work ¢.g. in planning specific approaches for specific
accounts; planning a travel schedule erc.

e) to record consumers reactions and complaints in respect of new products, price changes
and service policies.

f) to record information on compelitors aclivities e.g. new products, changes in promotion
and pricing, changes in service and credit policy etc.

g) torecord information on local changes.
h) to huild a rich database of termilorial information which can be put to a variety of uses.

1) to furnish information requested by marketing research— i.c. data on dealers sales,

productwise. )
123 PARAMETERS USED TO MONITOR
SALESFORCE

The monitoring of salesforce is closely related with the monitoring of sales. One depends on
(he other. The seles performance of a company and its salesforee is measured using a
number of parameters on a continuous basis. Some of the:commonly used parameters are ;

i)  sales per salesman, per dealer, per product

i) expense to salesman, ratio for each dealer and salesman °
iii) calls per day

iv) order-call ratio

v) average cost per call

vi} .direct selling expenses

vit) profit contribution analysis

viti)ynumber of accounts

ix) oumber of customer complaints.

The emphasis in monitoring is on gathering information on day-to-day activities with
respect to the chosen parameters and taking a timely stock of deviation from expected

performance. Monitoring therefore is a way of achieving day-to-day control over the sales
effort.

As mentioned earlier, two of the most common methods of monitoring sales performance
are through sales reports or through field visits by the field sales Managers.

The details required jn sales reports vary from company 1o company. A company with a
decentralised large field sales organisation covering a wide geographical area needs more
detailed sales reports than a company using a few salesmen Covering a compact area,
Generally, the greater the discretion the salesmen have in planning and scheduling their own
activities, grealer the details required in the sales report.

Evaluation

47

part s S

[y =

THETIT T v e

R g TR




Manugtog the Sales Force

43

124 CONTENTS OF A SALES REPORT _

Though:the format of the sales repon'will vary across companies, some basic components

- are common to the sales reports in all organisations. Some of these components are :

a) Progress report : This pant of the report is meant to give information on the progress or -
day-to-day wotk donc by the salesman. It may be prepared after each call, or
commutatively for calls made during a specified period. This component furnishes
valuable data on company's position in different territories and in respectof each
account. Usually the progress repori also records information on specific class or .
customers, extent of competitive activity, best time to call upon Lthe compeétitor items _
which become valuable input in future sales planning. - .

b) Expense component : Since all salesmen are reimbursed for expenses incurred or are
given an expense account for which they have to account for, most sales reports have on
expense component. The objective of incorporating this component is to keep a check
on the nature and extent of salesmen’s expenses.

¢) Workplan component : Usually for a wéek or a month in advance, salesmen are
expected to submit a work plan or call schedule: The work plan may include details of
prospective and present customers to be called upon, routes to be 1aken, the non-selling
activities to be performed elc. The main aim is to help the salesperson in his planning
and scheduling activities and keep a track of his whereabouts. This component also -
helps the management in process of control by allowing comparisons of salesman’s
plans and accomplishments. -

d) New business or poteniial business component : The repori may require the salesman
to inform on accounts recently obtained or those whe may become sources of potential
business. This component furnishes information on the prospecting capabilities of
salesperson.

¢) Lost business component : As salesmen are required te sell under competitive
conditions, they may at limes lose prospects to competitors. This component of the
report provides information on the salesman's ability to retzin customers. It can also be
utilised to develop pointers for gaps in sales training changes in service and credit -
policy and product improvements.

f)y Complaint and adjustment component : This component is related to the specific
complaints that a customer or class of customers may have in relation to the work of the
salesman. the product or the company policy and the adjustment if any made by the
salesperson. The information generaled is useful in detection of needed product
improvements, service improvements and changes in merchandising practices.

Activily 1
Talk 10 the sales manager’s of an organisation which has a ficld sales organisation. Study the
monitoring system in use in the organisations to find out

2} What are the parameters used in menitering system ?

oY Whatis the frequency of salesmen s reports ?

e Hm
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125 BASIC SAi,ES REPORTS AND THEIR ANALYSIS Monlloring and Per formance

You are now familiar with the type of information sought through the sales reports. This
section discusses the basic types of sales reports and explains how they can be analysed to
monitor sales performance. (Some standard formats of reports used to monitor salesmen are
given in Appendix.) ; .

Weekly sales report : The basic sales report 1o be prepared by the salesman is a-daily report
or a weekly report depending upon again the type 'of product and its movement. This report
forms a basis for estimating the future trend of sales of individual products/brands. It also
assists in production planning, cost planning and product portfolio planning.

A summary of the daily/weekly reports for all the branches is made on a monthly basis to
arrive at total sales for the month and to study its variance from estimated sales, The budgets
for the next month may be revised accordingly. At times sales in a particular territory/area
may be effected on account of stock-outs; as a result, more stocks need to be sent’ ’

Weekly Sales Report—Format

Weekly sales report for week ending..................

Tonnage
Current Cumulative Comparison with Comparison with
Week % change same week Last week Remarks
: on last year. last year
Product A
Product B .
Product C -

A study of weekly sales estimales reveals the seasonality of sales, if any. This enables
proper production planning and monitoring of sales performance. Condensing of monthly
figures into quarterly figures is used to establish sales estimates for the next quarter.

Apart from the basic vnlume analysis information on other parameters is also sought.

-} The value of goods sold gives the contribution from each product. This contribution
needs to be maximised. :

ii) Sales are broken down geographical areawise to assess the potential demand and
monitor salesmen performance in the light of this information.

iii) A customerwise break-up of sales indicates whether the right kind of customer is being
serviced or whether the salesman is concentrating on a segment which is ot a
prospeclive buyer in the long run, :

Regional sales analysis : The strength of sales regionwise is indicated through this analysis.
Variation in regional sales reveals the effectiveness of particular localised sales
developments and the importance of competitors in different regions. The regional sales
figures are adjusted for the area of the region as also the size of the population of that
region. :

The boundaries of the regions should be permanent so that rends over a long-period of time
can be watched. The unit upon which division will be based is the buying area. Depending
upon the type of product the buying area will differ. -

In addition to value, volume, productwise and areawise i:alegorisalion of sales 1t is also ta
important to study the volume of sales through different types of outlets such as sales

through wholesalers or direct to retailers — which are further classified into cooperatives;

departmentat stores etc. This has implication on the distribution channel effectiveness and

proper monitoring of salesmen performance. A summary of monthly, quarterly and annual

value sales by areas can be presented in the following format :
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Value of sales for period ending e

Product A Prodoct B Product C ) Total -

Asca Last This % Last This % Last This % Last This %
No. Q. Qur. Change Qir. Qu. Change Qu. Q. Change Q. Qu. Change

Sales by customer type

No. of Producl Product Product  Total
direct - A B C
aocounts

Wholesaler

Provision
Store

Chemists
Relailers

Independeats

Total

Distribution of Accounts by Size

In this analysis, the total trade of different output types is dwlded as per the account sizes,
The number of outlets which fall into each size are ascertained. This enables the :
management 1o decide whether the sales generated from the smaller size accounts are
commensurate with the cost of running them. The format of this form is given below.

Area No, —m8M8M8M8 —— Year:
Number of Accounts
Account Size Wholesalers Chemists Provision Stores -Retailers  Total
Under Rs. 100 Rs.
No.
Rs, 100-Rs. 250 ) Rs.
No.
Rs. 250-Rs. 500 Rs.
oo No.
Rs. 500-Rs. 1000 Rs,
i No.
Rs. 1000-Rs. 1500 Rs.
No.
Rs. 1500- Rs. 250 Rs. )
No..
Rs. 2500- Rs, 4000 Rs.
No.-
Tatal

The reports described above, in addition to supplying the regular information on the

different aspects of marketing, reveal certain additional information also :

i) What are the main competitive brands? On what system of distribution do they work —
direct sales to retailers, through wholésalers only or both or otherwise ?

i'i) — How do'services given by competitors compare wilh those given by the company ?
— Does any manufacturer supply goods on a *“sales or return basis™ ?
— What are the credit terms offered ?
— What are the discounts offered ?
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— Do the competitors give any specialised treatment to some traders ? ~

— Are the in-shop displays supplied by the competitors regularly ?

— Whalt is the frequency with which competitors call upon their distributors as also the
prompmess in delivery? The above analysis seeks to point out the factors which
contribut¢ to the competitor's success and the policy the company must employ to
counteracy it. ' .

iii} The'perception of retailers with respect to the company’s product and the competitor's
- product is very essential. The reasons to which retailers artribute the success or failure
of the leading brands is very essential 1o determine. The retailers serve as a vital link
between the company and the consumer and it is his opinion which generally forges the
link. Also, technical faults in the product, if pointed out as demmenlal Lo sales by the
retailers need to be rectified.

Activity 2
With respect to your own organisation, or any other organisation that you are familiar with,
try to analyse the sales information frem the weekly/monthly sales reports in terms of

a) Sales generated per month.
b) ProductwisefCustomerwise sales.
c) Variation in volume of sales over the last period.

12.6 PERFORMANCE APPRAISAL EVALUATION

Every sales manager 1s engaged in the tasK O appraising and evaiuating lus salesmen .
continuously, in an informal way. Informal evaluation however is not enough to arrive at
realistic and astute assessment of the worth of a salesmnan in absohute or relative terms. The
ultimate goal of any evalualion programme is to make a salesman more valuable to the
company. In order to achieve this the evaluation programme must involve :

a} A study of the salesman himself — his skills; habits, aptitudes and attitudes.
b} A study of his selling record — his efforts and accomplishments.

c} An analysis of the direction the development function is to take.

Evaluating salesmen’s performance is a complex task not only because salesmen are
required to perform a variety of activities. but also because different types of selling
situations require different kind of selling skills, which may not lend themselves to equitable
comparisons.

In addition, salesmen differ in terms of selling acumen and personal qualities, then
territories differ and they are required to spend a large part of their time away from their
immediate supervisor. A good monitoring system, as you have leamt in the preceding
section, becomes a basis for developing an appraisal system and for evaluating sales
performance,

Performance evaluation consists of setting performance standards, both quantitative and
qualitative and then periodically comparing them with actual sales performance to Jjudge
salesmen in terms of their contribution to the sales objective. The concept of productivity is
relevant here. A salesman is considered 1o be productive only when the results achieved by
him offset not only the costs incurred by the company on his account, but also show some
-contribution towards the corporate profit. Appraisal and performance evaluation systems
besides enabling the sales manager in judging the contribution of his sales team and
improving its efficiency have also been found to be useful in :

a) Developing salesmanship as ap interpersonal influence process.
b) Motivation of salesmen and supervisory leadership.

’ Monltodng and Performance
Ewvaluatlon
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" ¢) - Identifying Lhe need for continous training and development of salesforce..

d} Improving selling aids like demonstration materials, working documents etc.

e) Determining and restructuring salesmen's territories and work assignments.

f) Improving sales planning for exarnple pranning call cycled rontes and visits, job
preparation elc.

g) Introducing sound compcnsallon and incentive systems supported by a nanon"‘
evaluation system.

127 SALESMEN'S EVALUATION - SOME BASIC ISSUES

There are some basic issues involved in all performance evalualions systems for salesmen,
which require consideration while the system is being designed. You will note that unless
adeguale altention is given to those issues they might result in disconteniment of lhese being
evalualcd Some of these issues are : -

a) The first issue relates to evaluation based on qualitaiive vis-a-vis quantitative data. It is
obvious that in any qualitative assessment, personal bias and subjective value
Jjudgement may vitiate evaluation. On the other hand evaluation based entirely on
slatistical data may not give entirely valid resulls as certain impornant determinants of a
salesman’s effectivencss (for example personal éffectiveness of a salesman in handling
consumer relations problems) do not lend themselves to quantitative definition. In
additon selling skills are broadly determined by one’s ability Lo impress, influence or

persuade prospects as well as an alternation between aggressiveness and submissiveness

depending upon the situation. It therefore is evident that sales managers, based upon
their own set of circumstances, would have to evolve a judicious mix of qualitarive and
quantitative criteria on which to base the evaluation of their sales personnel.

_b) Another issue relates to the comparisons between salesmen on the basis of the results of

evaluation, Such comparisons can never be on a “man to man" basis since a great deal
of human element is inveolved and different salesmen have to.work under different
geographical and environmental conditions; and may handle different set of products or
customers. - ) ’

c¢) The third issue is related to the problem of determining standards of performance. The
whole e saluation exercise rests on the comparison of actual sales performances against
predetermined standards or norms. If these norms or standards are not realistic, the
whole exercise would become self-defeating

d) Another issue worthy of consideration is the periodicity of evaluation. Evaluation based
on very short-lerm results may not be very correct as'it ignores the value of some
criteriz which are of Iong-term valye (o the company. A small example is the
effectiveness of particular salesman in cultivating good customer relations, which may

give the company an added acceptability when it introduces a new product, On the other

hand, evaluation based on very long-term results is not desirable because if the results
are unsatisfactory, it will have a great impact on the operating results of the company
for a longer period. Periodicity of evaluation has been found to vary with the type of -
product sold, industry practice and management’s outlook towards control. Yearly
evaluations are a very commeon practice though longer periods are also prevalent,
especially in case of capital goods and industrial goods companies.

e} The last issue heie refers to the accounting system or the database of Lhe company as a
basis of developing the evaluation system. Actual data taken from typical sales records
are not adequate to provide precise comparison of salesmen or salesgroup performance.
For example, if the product mix sold by different salesgroups differs. it will be difficult
to compare the performance of the salesmen in the two different groups merely on
accounting data. '

You will realise that unless adequate atiention is given lo these imponiant details, evaluation
may not be very effective. The above issues also underline the need for developing an
evaluation system involving multiple criteria to' make data more comparable.
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— Do the competitors give any $pecialised treatment to some traders ? . Monltoring and Performance .
— Are the in-shop displays supplied by the competitors regularly ? : Evaluatlon
— What is the frequency with which competitors call upon their distributors as also the

prompiness in delivery? The above analysis seeks to point out the factors which

contribute to the competilor’s success and the policy the company must employ 1o

counleract il. ’

iii) "The perception of retailers with respect to the company s product and the compeutor §
- product is very essential. The reasons to which retailers attribute the success or failure
of the leading brands is very essential 1o determine. The retailers serve as a vital link
between the company and the consumer and it is his opinion which generally forges the
link. Also, technical faults in the product, if pointed out as detrimental to sales by the
relailers need to be rectified.

Activity 2 .
With respect to your own organisation, or any other organisation that you are familiar with,
try 1o analyse the sules information from the weekly/month!y sales reports in terms of

a) Sales generated per month.’
b} Productwise/Customerwise sales.
¢) Variation in volume of sales over the lasi period.

126 PERFORMANCE APPRAISAL EVALUATION

Every sales manager is engaged in the task or appraismg and evaiuating his salesmen
continuously, in an informal way. Informal evaluation however is not enough 10 arrive at
realistic and astute assessment of the worth of a salesman in absolute or relative terms. The
ultimate goal of any evaluation programme is to make a salesman more valuable to the
company. In order to achieve this the evaluation programme must involve :

a) A study of the salesman himself — his skills; habits, aptitudes and attitudes.
b) A study of his selling record — his efforts and accomplishments.
¢) An analysis of the direction the development function is to take.

Evaluating salesmen’s performance is a complex task not only because salesmen are
required to perform a variety of activities, but also because different types of selling
situations require different kind of selling skills, which may not lend themselves to equitable
comparisons.

. In addition, salesmen differ in terms of selling acumen and personal qualities, then
territories differ and they are required to spend a large part of their time away from their
immediate supervisor. A good moniloring system, as you have learnt in the preceding
section, becomes a basis for developing an appraisal system and for evaluating sales
performance.

Performance evaluation consists of setting performance standards, both quantitative and

qualitative and then periodically comparing them with actual sales performance to judge

salesmen in terms of their contribution to the sales objective. The concept of productivity is

relevant here. A salesman is considered to be productive only when the results achieved by

him offset not only the costs incurred by the company on his account, but also show some )
-contribution towards the corporate profit. Appraisal and performance evaluation systems B
besides enabling the sales manager in judging the contribution of his sales tearn and :

improving its efficiency have also been found to be useful in :

a) Developing salesmanship as an interpersonal influence process.
b) Motivation of salesmen and supervisory leadership.
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" €) - Identifying the need for continous training and development of salesforce..

d) Tmproving selling aids like demonstration materials, working documents etc.

€) Delermining and restnicturing salesmen's lerrilories and work assignments.

f) lmproving sales planning for examplc. pianning call cycled routes and visits, job
preparation etc.

g) Introducing sound compensanon and incentive systems supporied by, a nation!
cvaluation system. :

127 SALESMEN'S EVALUATION - SOME BASIC ISSUES

There are some basic issues involved in all performance evaluations systems for salesmen,
which require consideration while the system is being designed. You will note that unless
adequate atiention is given to those issues they might result in discontentment of lhese being
evaluared Some of these issues are : -

a) The first issue relates to evaluation based on qualitative vis-a-vis quantitative daa. It is
obvious that in any qualitative assessment, personal bias and subjective value
judgement may viliate evaluation. On the other hand evaluation based entirely on
statistical data may not give entirely valid resulls as certain important determinants of a
salesman’s effectiveness (for example personal éffectiveness of a salesman in handling
consumer relations problems) do not lend themselves to quantitative definition. In
additon selling skills are broadly determined by one’s abilily to impress, influence or
persuade prospects as well as an alternation between aggressiveness and submissiveness
depending upon the siuation. It therefore is evident that sales managers, based upon
their own set of circumstances, would have to evolve a judicious mix of qualitative and
quantitative criteria on which to base the evaluation of their sales personnel.

b) Another issue relates to the comparisons between salesmen on the basis of the results of
evaluation. Such c:amparisons can never be on a “man lo man™ basis since a great deal
of human element is involved and different salesmen have 10 work under different
geographical and environmental conditions; and may handle different set of products or
customers, ’

¢} The third issue is related to the problem of determining standards of performance. The
whole e saluation exercise rcsts on the comparison of actual sales performances against
predetermined standards or norms. If these norms or standards are not realistic, the
whole exercise would become self-defeating

d) Another issue wonthy of consideration is the periodicity of evaluation. Evaluation based
on very short-term results may not be very correct as it ignores the value of some
criteria which are of long-term valpe to the company. A small example is the
effectiveness of particular salesman in cultivating good customer relations, which may
give the company an added acceptability when it introduces a new product, On the other
hand, evaluation based on very long-term results is not desirable because if the results
are unsatisfactory, it will have a great impact on che operating results of the company
for a longer period. Periodicity of evaluation has been found to vary with the type of
product sold, industry practice and management’s outlook towards control. Yearly
evaluations are a very common practice though longer periods are also prevalent,
especially in case of capital goods and industrial goods companies.

e) The last issue heie refers to the accounting system or he database of the company as a
basis of developing the evaluation system. Actual data taken from typical sales records
are not adequate to provide precise comparison of salesmen or salesgroup performance.
For example, if the product mix sold by different salesgroups differs, it will be difficult
to compare the performance of the sa.lesmen in the two different groups merely on
accounling data.

You will realise that unless adequale attention is given to these important details, evaluation
may not be very effective. The above issues also underline the need for developing an
evaluation system involving multiple criteria io make data more comparable.
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12.8 SE'ITING PERFORMANCE WITH NORMS _ Mositoiag o Performance

Em!uall’nn

As nolcd earlier it is important to decide on a'judicious mix of quanlitalivc and qualitative
standard against which perfon'nancc of salesmen can be realistically compared. Standards
must be refleacuve of the company's analysis of its own market situation vis-a-vis its
competitors. As sales-effectiveness is a function of both quantifiable and non-quantifiable
criteria, let us discuss both, the quantitative and the qualitative standards that are used by
companies. Some of these criteria have already been mentioned eariier as criteria for
monitoring sales performance. Though all companies use some quantitative standards, the
past tendency of using sales volume as the only yardstick of performance is no longer

- prevalent. Sales managers today realise that it is possible (o make unprofitable sales, or to
generate high present sales at the expense of future sales. Each company today selects a
combination of quantitative standards that are best suited to its marketing situation. Some of
the important quanmatwe criteria are :

Sales quotas : Sales quotas are quantitative sales targets assigned to a specific salesman
expressed absolutely either in terms of rupee value or units. They are the most widely nsed
performance standards. If we assume that the management is being realistic while setting
quotas, this standard can specify desired levels of accomplishment for sales volume, gross
margin. net profit and expenses. If quotas are based upon valid sales forecasts where the
probable strength of demand has been realistically considered, they represent good

_ performance standards. However. when they are chosen mamly 10 inspire or are based on
guesses, they lose meaning as perfon‘na.nce standards,

Net profit ratic or gross margin rates per territory : In this case target ratios of net profit
.07 STOSS margm to sales, are decided upon for the sales termitories. Each sales temitory is
considered as an orgamsauonal unit that should make a contribution to the corporate profit.
The positive impact upon the salesforce is that the sales personnel try to meet the ratio by
attaining a higher sales volume and by reducing expenses. On the other hand, this approach
may lead the salesman to concentrate on more profitable products and accounts. The
shortcoming of both net profit and gross margin ratio is that sales personnel pinpoint the
more lucrative accounts in their territory and may not spend enough time in soliciting new
~ accounts and may overemphasise high margin or high profit products at the expence of new

products which might prove profitable in the long run.

Sales expense ratio : This performance standard is used to control the selling expenses
refative 1o sales volume. As many of the faclors af] fci:ling sales expenses arc uncentrollable
for salesmen, target selling expensce ratios should be carefully set, considering the faclors
which are likely to affect the expenses, The salesman can manage this ratio by cither
controlling expenses or by making salcs or both.

The major weakness of this performance standard so that it does not provide for variation in
the proftiability of different products. A salesman may mect the sales expense ratio and vel
show disproportionately low profits. In times of declining business conditions, this ratio has
been found to inhibit salesmen from exerting efforts to generate higher sales volume. -

Companies show different practices as far as defining seiling expenses is cancerned. Some -
companies fec! that both indirect and direct selting expenses should be included while .
developing this standard. This. howcver, means that the salesmen are held accountable for
some expenses {the indirect expenses) aver which they have no control. Some companies
use the coneept of direct expenses i.¢. expenses incurred and controllable by salesmen to
define nomms for selling expenses,

This performance standard tends to be used more by industrial companies than by consumer
praducts companies.

Sales coverage electivencss index : This measure evaluates the thoroughness with which a
salesperson covers and cultivates his territory. The index is calculated by getting the ratio of
the number of customers to the total prospects in the assigned tcmitory.

Call frequency ratio : This performance siandard is calcutated by dividing the number of
sales calls on a particular class of prospects hy the tatal number of prospects in that class. By
Ccfining different call frequency ratios for different classes of custoners, an cffort is made £a

T =

FoTEe=n |

R B ey

BT S T T T T T T T

R I BETE




Managing the Sales Force

54

to direct sales effort to accounts which would lead to profitable sales: While defining call
frequency ratio it must be ensured that the interval between £2ls is proper. It should neither
be so short that only small orders are possible, nor sq lonig that compelitors take away the
sale.

Calls per day : In case of consumer products, salesmen may be required to contact large
number of customers or prospecls. Calls per day in such cases become a criterion of judging
whéther a salesman is making too few or 100 many calls a day. Establishing a norm '
regarding calls per day also helps the salesmen in scheduling their activities on a day-to-day
basis. Territorial variations are taken into account and different call norms are individually
set for different termritories.

Average cost per call : Target cost per call standards are set (o underline the importance of
making profitable calis and reducing expenses associaled with calls different norms may be
set for different classes of customers if the costin relation to different customers is
significantly different.

Multiple quantitative measures : In practice the companies rarely use a single parameter
to judge the effectiveness of its salesforce. A combination of factors, weighted according to
their relative importance in the organisational set-up, is generally used to arrive at a
composite measure. A simple example listed below (and successfully in use in two
companies) shows a multivariate approach to evaluation. The author of this simple model,
suggests a list of twenty factors, out of which a suitable number of variable which are
relevant in a given case may be chosen (o evaluate salesman.

These variables are :

1) Market share—proportion of aclual sales in quantity 1o l.hc total sales of the product in
the markel or the size of the markel. -

Z) Sales quantity.

3) Sales value.

4) Number of calls. -

5) Number of orders.

6) Value of orders booked.

7) Value of order per call—this is also called the batting average. (In industrial marketing,
the expression hit ratio is used to indicate the percentage of business oblained against a
tender.)

8) . Gross margin or contribution and also P/V ratio (contribution on sales).

9) - Direct selling expenses.

10) Direct sales margin (contribution minus dlre:cl selling expenses).

11) Avemge inventory (average being calculated on the basis of opening and closing
inventory figures).

12) Average outstanding receivables.

13) Average credit enjoyed from suppliers.

14) Working capital locked up (item nos. 11 + 12-13).

15) Marketing R.O.L.—Direct sales margin (item no. 10} as a percentage on working capital
(ilem no. 14}

16) New product performance {comparisen between actuals and earlier projections).

17) Number of accounts obiained.

18) Number of accounts lost.

19) Number of custemer complainis.

20) Information about competitors’ plans and strategies.

The list is by no means exhaustive. It is neither practicable nor desirable to use all of them
together. Depending upon the nzeds of the organisation, a few of these criteria might be
chosen. Norms can then be established for each of these criteria, and their respective
weightage in the total evaluation score can also be assigned. There are certain criteria (for
example those listed in no. 19 and no. 20) for which norms cannot be easily established. Past
experience of the organisation could become a guideline in these cases.

After norms have been fixed, the periodicity of evaluation can be decided upon. The
following table shows a hypothetical situation using six of the above variables, and gives a
comparative evaluation' of six salesmen.
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Table 1 : Monthly Evalualloa Crileria, Weightage and Norms Monitering and Performance

Evaluation
Product : )

Sl Evaluation Criterla Welghtage = Norms Basis of Score: MaxImum 12 for

" No. . each. (6 points for achleving the
norm; + or = for deviation as
. - given below)
1 Market Share 30 25% +{-) | for increase {decrease) by
- : every 5% or part.

2 Value of Orders 15 Rs. 10 lakhs -—do — by every Rs. 1 lakh or part.

3 . Datuing Average 10 Rs. 25,000 — do — by cvery Rs. 5,000 or part.

4 Sales Value 10 ' Rs. 10 [akhs — do — by every Rs. 1 lakh or par,

5 PfV Ratio 15 - 40% — do — by every 5% or part,

6 Marketing RO 20 20% —do — —do—

Toalal T 100

Source : Markeling Management : A Finance Emphasis by Dr. B.K, Chalterjee, Jaico Publishing House, 1982.

Qualitative Performance Criteria )
As noted earlier, certain aspects of the sales job are not easy to quantify and measure. Use of
soime qualitative criteria therefore is unavoidable in evaluation of sales personnel factors like
effectiveness in dealing with customers problem. Contribution to the teamspirit of the sales
team, building up goodwill in the territory, establishing cordial dealer welationships, affect
_sales results in the long run, but their degree of excellence can only be judged subjectively.
Mast sales executives do not precisely define the desired qualitative criteria and prefer to
arrive at informal conclusions regarding these criteria. Some prefer to have a detailed check-
* list, with subjective factors scaled on a five-point or seven-point scale on which salesmen
can be formally rated.

Individual discretion of the sales executive has a major role to play in qualitative evaluation.
Written job descriptions become an input in deciding what combination of qualitative
criteria should be used to evaluate sales personnel at different levels and in different kinds of -
sales jobs. The manner in which these criteria are applied would depend upon the needs of
management in a specific organisation. '

Activity 3

Study two organisations which have field sales operations. Find out ;

a) What are the criteria used to evatuate sales perfonmance ?

b} In case multiple criteria have been used together. how has the composile measure been
derived 7 -

¢) What are the qualitative criteria that have been used for evaluating performance ? .
Discuss with the concerned sales manager to find out how these criteria are applied in
practice to armive al decisions regarding these variables in respect of the individual

salesmen's performance.
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129 COMPARING PERFORMANCE WITH NORMS

The most cruciat ana aiso the most difficult step in (he evaiuation process is the comparison
of actual performance with the defined norms. The difficulty arises because evaluation
requires an exercise of discretion. The same standards, indiscrimjnately cannot be applied to
all salesmen as the sales terrilonies assigned to them differ in terms of sales potential, level
of competition. personalities of sales personnel and their customers. Though variations in
territories may be adjusted by setting territorywise norms, personality variations cannot and
thertin judgement of the executive has 10 be exercised.

Siilarly.there may be varying resulls in respect of the same salesperson, on quantitative
and qualitative criteria. A szlesman who does not quite meet his quota may be making
compensating qualilative contributions by developing excellent dealer relationships. which
have long-term implications, Again executive Judgement is called for 1o arrive at an overall
assessmenlt of performance. )

The performance of the sales personnel results from many variables, some of them beyond
the control of either the salesperson or the sales management. It is, therefore. important that
while comprising actual performance with the defined norms. the effect of the other
variables that affect performance should also be kepl in mind,

Aclivity 4

Stwdy the case prablem given below and answer the aquestion at the end of it

12.10 CASE STUDY - MONITORING AND
PERFORMANCE APPRAISAL OF MEDICAL
REPRESENTATIVES '_

Background : ‘i he pharmaceutical industry is characterised by a number of “Me-too®
products manufactured by a number of different companies. The success of any particular
company depends upon the doctor prescribing the product of that company. This, in tumn, is
largely dependent upon the selling effort put in by the salesforce of the company. The
medical representative forms the nucleus of the salesforce. The function of a medical
representative is critical (o the success of the company. At the' same time, the company has
to spend a huge amount of its marketing budget on its medical representatives. The ’
monitoring and performance appraisal of the medical representatives becomes all the more
essential. In this context, wé had visiled Glindia Lid.. one of the leading pharmaceutical
companies today. and studicd the system used by them for moniloring and performance
appraisal of its medical representatives,

The Company * There exist two divisions (i) Food Product Division (FPD) and (ii)
Pharmaceutical Division (PD}. The total number of products handled by the salesforce is
110. The organisaticnal structure of the salesforce is as follows :

Whilc the FPD functions like any ordinary consumer product marketing salesforce
dimension the phanmaceutical division has a different approach :

Setting of Budgets : The budgeis are set quarterly. Regression analysis of the past 4 years'
sales is used. with a weightage of 30% assigned to the previous two years and 20% assigned
to the carlier two years. The sales figures so obtained are broken down into sales quotas for
the medical representatives with a range of + 10% used judgementally,

Monitoring of Performance : The daily coverage of a medical representative consists of
making 10 doctor calls and 5 chemist calls a day. In these visits he not only has to make
them aware of the company s product and its benefi's hut it 2lso has to check stocks with
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chemists and observe competitors activity. These findings are then sent in a daily report to
the Area Sales Manager. A 45-day cycle has been assigned 10 each representative. A
summary feport areawise is presented to the branch manager after the completion of each
cycle. The branch manager presents & summarised report to the product manager lo develop
the marketing strategy farther accordingly.

Product Mgr. F.P. Dvn, Product Mer. (Pharmaceurical Dvn.)
Branch 1 Branch 2 Branch 3 Branch 4
(Branch Sales Mgr.) {BSM) (BSM) {BSM)
FPD & PD.
[ . 1
ASM (4-3fregion} ASM (3-5frcgion)
FPD FPD
5-6 Salesmen per ASM 5-6 Salesmen per ASM

BSM: Branch Sales Manager. ASM : Aren Sales Marager, FPD : Food Products Division and
PD : Pharmaceuticals Division. ~ )

The field control measures exercised by the Area Sales Managers consist of insisting on
completed daily reports on time. The method of working with stocks, merchandising ability
of the medical represeniatives are also reviewed continuously.

Performance Appraisal

The evaluation of Medical Representatives is done by the Area Sales Manager concerned. A
more or less objective evaluation is adopted with subjectivity invoived in certain parameters.
The evaluation is done on an annual basis.

A 1otal of 150 marks is assigned 1o each salesman. The weightage given to different
parameters is as under :

Promary sales 50 (sales 10 siockists)
Redistribution 30
Collection . 20
Merchandising 15
Stock Rotation 10
Reporting 10
Market Servicing 5
Market Information 5
Film Checks 5
150

Subjective Judgement is exercised towards parameters like attitude towards job; integrity,
representatives development on the job : analytical ability, initiative and adherence 10
company guidelines. :

Incentives offered : An achievement of 105% over budgeied targets entitled the medical
representative to certain incentives in the form of awards given by the compuny. Euch year
the company felicitates 25-50% people fin achievement of targers. Centiticates. meduls and
gifts are awarded at a grand award function-held in a hill resort in the presence of foreign
dignitaries. This gives the necessary encouragement 1o (uture medical representatives. In
addition, the company also holds training programmes for on-the-job training. Each
represeniative has lo undergoa 2-week compulsory training at the company’s iraining
centre, In spite of these effnrts the wmover rate of the medical representatives is high and
the company has to live with this industrv phenomenon.

Monitoring and Performance
Evalualion
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Manraging the Sales Force
Question - . o
Critically évaluate the monitoring and performance appraisal system followed by Glindia

Lid. Srate the criteria used for evaluation of the system.

irsalarnan

12.11 SUMMARY

In this unit we have discussed the imporntance of monitoring salesmen and appraising their
performance. Different parameters are used by different companies depending upon their
product—market portfolio. Sales reports generated by salesmen give information on many
decision-making areas for the top management. Every company in accordance with its
requirements sets standards of performance for specific criteria and develop a reporting

; system for comparing actual performance with the norms. Both qualitative and quantitative
criteria are used to arrive at proper evaluation of sales performance.

12.12 KEY WORDS

Call Planning : A specific planning sequence with which the sales reprcs.entativc defines
the objective of the call devices a selling strategy to achieve his objectives and makes the
payments.

Contributioh Margin per Salesman : The amount that a salesman contributes 1o the firm’s
fixed cost and profits.

Evaluation : A comparison of planned and actual results icentifying reasons for deviations.

Evaluation Frequency or Periodicity : The timing of salesforce evaluation.

12.13 SELF-ASSESSEMENT QUESTIONS

1) Describe the importance of monitoring and performance appraisal of salesforce.

2) Consider an industrial product company. What should the reporting system of its
salesforce be? State reasons for the same. .

3) Mention some of the parameters used to monitor salesforce,":' -

4) What are the different reporis generated to monitor sales force? How are they used 7

12.14 FURTHER READINGS

Albert H. Dunn and Eugene M. Jfohnsen, 1980. Managmg Your Sales Team, Englewood
Cliffs, N.J. Prentice Hall.

Robent ¥. Hartley, Sales Managemernt, 1979, Boston : Houghton Mifflin.

Joseph P. Guiltinan and Gordon W. Paul, Marketing Maragement Strategies &
Programmes, 1982, New York : McGraw Hill, 1982.
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Monltoring and Performance

APPENDIX | Evaluation

{MONITORING AND APPRAISAL FORMS . :
[A)  Activity Moniloring .

Date Prepared by :

Territorywis¢ Variation - Weightage Salesmen Activities "'

1)  Size I Growth compared with national average R

2y  Markel Segmenls 2 Sclling costsfenquinies B

3) Transponation Fagililies 1 Sclling costsforders f

4)  Delivery Service 4 Scling costsésales B

5)  Local Promotional Media 5 Sales cosls to marketing cosls i

6). Competitive Activilies 6  Number of calls made |

7)  Temitory Cultivalion 7 Number of enquirias received f

8) Polirical Environment 8  Number ol orders obtained H

%) Suength of Local Economy 9 Costpercall .
10y Pricing Policies 10 Cost per interview

Il Avcrage value of orders :

12 Average gross margin per order .

13 Local advertising against competilors ’ ’

14 Number of accounts to service :

15 Aversge value of accounis ;

16 Ratic of custemers (© prosects :

17 Number of new accounls opened :

‘I8  Number of accounts lost ;

==

E
{B) Productwise Monitoring of Sales Yolume ) :‘
Date ’ Prepared by 3
Produet GrowpA | Produa Group B Product Group C Total Product Groups :
Salesman | Standand | Acwal| Devia-| Standard | Actual{ Devia-| Standard | Aciual| Devis- | Standand | Actgal Devia- ;
Pafor- | Pafor]{ dom | Pefor- | Perfor-| Lion Perfor | Perfor- tion Perfor- Perfor- tfon
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Adapted from : How lo Prepare 2 Marketing Plan. ~John Stapleron Gowser Publishing Company Lid., Etgland. 1989,

{C) Performance Apprais;I of Salesmen {(Compasite Measures)

Date

Performance Weightage Speclfication Remarks Total Rating

Above Par Under

Customer Relations
General
Prospects
Comptaints
Objections i . - 59




Managing the Sales Force

60

Performance

Weiphiape

Specilication

Above

Par

Under

Remarks

Total Rating

Selling Skills
Approach
Presentation
Closing the sale
Product-
demonstration

Technical and

- Product Knowledge

General
Indusiry
Produc1
Pricing
Benefis
Persenal Planning
Reporting and
paperwark
Maintenance
of records
Caralogues
brochures
Planning of time
Cusiomer records
Joumney planning

Personality
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Appearance
Manner
Healih
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BLOCK4 PLANNING AND CONTROL OF THE
S SALES EFFORT

This Block relates to specific operational aspects of the Sales Management fusnction.

Planning and Controlling the sales effort occupies an important place in the activity spectrum of
the sales management. The planning process begins with sales forecasts, which is the projection
of the organisation’s future revenue, oft which all other aspects of sales planning are based,
Setling of sales quotas, planning of territories and developing the sales bucdlget, are all the
important uses of the sales forecast,

The first unit in this block is on Sales Planning, suggesting various planning stages to meet the
sales objectives. More specifically, this unit discusses issues related to planning upto the terri-
tory level.

The second unit is on Sales Organisation, Afier discussing the need for sales organisation the
process for designing the sales organisation is explained systematically. Finally the unit, explains
the basic types of sales organisation and different kinds of specilisation pessible in orgamising a
field salcs force.

'Thc Lhird unit in this block, discusses in detail the [echmqucs in Sales Forecasting and the
practices related to Sales Quotas.

The last unit in this block is devoted to Sales Budgeting and Control. It discusses budéetary
contro’= as well as the other tools of control, which are in practice to ensure sbeamlining of the
sales effort.
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CNIT 13 SALES PLANNING _

-Objectw&s

Aﬁcr raadmg this umtyou should be ablc to pcrfom:l followmg finctions of e Sales Ms.nnger

.®  design the product-wise / brand-wise sales planning for a company.
®  design an effective t:mt_ory planning for the salesmen
®  plan the total expenses on éﬂ‘oc_:_tive coverage of your area
& exercise effective controls
Structure

13.1 . Intreduction
132 Product-wise Sales Planning
13.3 Territory Management Meaning’
134 . Why Sales Territorics
13.5 Steps in Territory Planning
1351  Salesrman’s Capagity
1352  Frequency of Calls Per Month
1353  Partyin SalesPatential
13.54  Minimise Travel Timne and Expenses
135.5 | Suiubly Sation the Salesman
136 Approaches to Territory Desipn
13.7  Territory Coverage Planning
13.8 Territory Expense Planning
13.9 Control Systems
13.10  Improving Territory Produchwty
[3.11  Sales Programme Planning
13.12  Planning Sales Manaper's own Itmcra.ry
13.13  Summary -
13.14 Key Words
13.15  Self -Assessment Questions
13.16  Further Readings

13.1 INTRODUCTION

Since, Sales Planning is an integral part of.the overall Sales Department, let us try to
understand the concept of Sales Management in brief. The concept and the role of Sales
Management has been svolving over the years.

There was a time when selling the goods was no problem at all. Orders for goods produced, -

were always on hand even before the goods were actively produced. The problem was to
produce enough poods so as to meet the demand of nereby customers, Maximum time of the

management was devoted to manufacturing problems, while scllmg and marketing were
handled on a part — time bas:s

With the increase in production and setting-up of large scale organisations, the problems of
market expansion started cropping—up. Total production of goods went so high that nereby
customers could not absarb the goods produced, but'even under such circumstances other
departments took precedence over Sales Management,

The other departments which were preferred over Sales Managcmcnt, were manufacturing
and financial department It was aficr these dc-partments were set-up that the Sales
Management came into being.

As the companies, business and markst expansion increased, the distance between its
customers and the company also went on increasing. It was bere that the problem of
communication with its customers, on a regular basis, came up. This function of
communication and other aspects of markcung therefore was also assigned to Sales
Management.
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Planning and Cantrol Interestingly, as more and more goods were produced, the dj.ﬂ'crmtutmn between the similar
of ihe Sales Effort goods of different manufacturers started becoming more and more difficult. Thus a need for
’ the specialised job functions of advertising, promotion, marketing research etc. was felt,
Though initially all these fimctions (now assizacd {o of marketing Management) were
assigned to Sgles Management, Iater on separate specialised fimctional departments for these
functions were created and grouped under the Miiketing Manager rather Iha.n a Sales
Manager,

‘Thus, we can very well infer, that the meaning of Sales Management has been undergoing a
change over the years. Initially it meant the mirket expansion and the management of sales
force. Later on all the marketing activities like advertising, sales promotion, marketing
research, pricing etc. were also assigned to it. Bul still later the term Marketing Menagement
was used to define the broader Concept and the term Sales Management was defined as
“les. Du'ecuon, and contro] of personal selling, including recruiting, selecting,
equipping, assigning, routing, supervising, paymg and motivating the sales force.” When
looked from the top and given an overall view. the Sales Management is responsible for
orgenising the sales process, both within and cutside the companies. Inside the organization, it
builds an informal organisation structure which ensures effective communication not only
inside the sales department but also in its relations with other organisational units. And
outside the company, the Sales Management has to service as the company's representatives
with the customers and other external organisations. Apart from the responsibilities listed
above, the Sales Management is responsible for some other important functions too. Some of
these functions are important in making some key marketing decisions such as budgeting,
deciding the objective, sales forcc size, territories eic. . :

While performing all these important tasks of sales effort management and personal selling
cffort, the Sales Managers have to plan. This planning consists of sales territory planning,
product-wise sales planning, manpower plinmng eic. All such planning is the cenire of our
discussicn here. -

13.2 PRODUCT-WISE SALES PLANNING

Productive Sales Planning entails planning the unit-wise sales for various products of a
company. This is done, usually in organisations, on annual, quarterly and monthly bases.
Once, the product-wise planning is completed for the organisation, it can then be divided into
regional, area and territory-wise planning. An example of the Product-wisc Sales Planning for
a company having 6 products can be as follows :

Company XYZ
Product-wise Sales Planning for the Financial Year 1998-99
S.No Product Unit-wise Value . Total
A Per Unit Sales Value
Sale Plan (Rs.) {Rs.) -
L. A, 10,000 (,000 1,00,00,060
2. B 1,10,000 100 1,10,00,000
3. C. 20,000 50 10,00,000
4. D 75,000 25 18,75,000
5. . E 1,00,000 35 35,00,000
« 6. F. 50,000 80 40,00,000
Rs. 3,13,75,000

Once this Product-wise Sales Planning is acceptable to the Top Management, the same can be
divided into regional, area-wise and territory-wise sales planning.

While determining the sales plan for each prodiuct, the Sales Management has to derive the
C Market Potential, Sales Polential and the Sales Forecast for their products. Market Polential is




the total numbcr of units of 1 product which can be sold by ali the companies in a given
market. For example, the market potential of 10 million cars in India, would indicate that
combined sales of all the car manufacturers will not be more than 10 million cars in a year in
our country. Sales potential, on the other hand, would indicate maximum units of preduet
which a single manufacturer can sell in a given market in a year. For example, the sales
potential of 5 million cars for Marmt Udyog Limited would mdlcatc that the company can sell
a maximum of 5 million cars mInd.lamayca:

Sales Forccast, mdlcatcs the pumber of units of a product which that single manufacturer
actually plans to’sell. For example, Sales Forecast of 2.5 million cars of Marut Udyog
Limited would indicate that this company plans to seil 2.5 million cars out of total sales
potential of 5 million carox that it can sell. A company goes for a lower sales forecast than ils
sales potential, because of various reasons like lower production capacity, limited working
capital, scarce availability of raw material ete.

While deciding on Sales Forecast, the Sales Manapement should try and find out the answers
10 following questions.

1. What is the number of its custorners. This should include the present customers as well as
the potential or planned or future customers (planned or future customers would be the
ones that Sales Management wants to include in the year for which the sales forecast is
being made).

2. What is the size of the customers (The ABC Analysis of the customers in terms of their

sales tumover, profit etc.). '

What products will they purchase.

Why do they buy such products or what are their needs to buy such products.

How much quantitics do they buy for a particular preduct.

How many tmes, in 2 year do they buy such products.

Under what conditions do they buy. Whether they buy on cash or credit,

0 MO W

expected to do.

Realistic and fact - based answers to all these questions plus the information on what
marketing activities our own company is going (o perform, will help determioe the preduct-
wisc sales

Actwity.l L

. Blan thc product-wlsc sales planning for lh.o-company ABCL iited “uh six products / brands
:wu.h Lhc hclp offollowmﬂ data;

“What is the competition doing in these product markets or even what the compefition is -

S No. .. Brand Value Per Unit . Markel Sales Forccast as I’érc‘cntage of
oo (Rs.) Potential Alarkul Putential
10,060 lOO'UniIIS 25%
100 1,00,000 Uniis 10%
5,000 ' 500 Units 30%
2,500 1,000 Units 20%
3,000 * 200 Unils 25%

/5,00 5,000 Units . 60

133 TERRITORY MANAGEMENT MEANING

A sales territory represents a group or customer accounts, an mdustry, a market or a specific
gcograph:cal area. Some of the factors that influence sales volume of a territory are territory,

) Sxles Plannlng
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size, its maﬂcct'potcptial. number of customer accounts, firms experience and market share in
the territory, quality of sales person assigned and the frequency of sales calls made. Ong of

‘the important function of sales management is to set up sales territories with optional profit

potential. The major faciors that govern the teritory size are, number of customers and-
prospects, call frequency on existng customers, and the number of calls that sales persons
mzkes in 2 day. ' :

134 WHY SALES TERRITORIES

Firstof all, let us discuss why sales territories are carved. Sales territories are established for

achieving some of the following goals.

Proper Market Coverage: Systemic mapping of sales temitories facilitates sales persons in
effectively combing the teritory, covering present as well as potential customers. Proper
understanding of the market potential helps in establishing an ideal temitory which represents
a seasonable workload for the sales persen while assuring that all potential customers can be
followed up as desired,

Effective Deployment of Sales force: Proper knowledge of the demands of the sales territory
results in assignment of the right person for the tetritory. The specificity in job description
and responsibility definition paves the way for parity in workload and potential among sales
person. Therefore when territories are distributed equilably to the sales persons fewer
conflicts arise from calling someone else’s customer and on workload carried out.

Efficient Customer Service: Well designed sales territorics improve buyer seller contacts’
and enable better customer orientztion on the part of the sales person. Thl.S results in
regularity of customers call as provision of more satisfying customer service. .

Objective Evaluation of Sale Force: Comparison of the sales persons performance to the
potential of the assigned territory resulls in their adjective evaluation. Territory by territory
evaluation of the sales performance in turn, helps spot market condition as well as to make
needed adjustments in the strategy. )
Improving Selling and Marketing Productivity: A well designed sales territories ]
coordinates termitory selling activities with other marketing lunction of the company. Market
planing on a territory basis can be used more cflectively and efficiently of the sales quota and
developing profits plans. Similarly sales and cost analyses can be done more easily on a
tecritory basis than for the entire market It has been found that launching advertising
canpaigns, selling dealers on co-operative advertising, distribution point of purchase display
or launching sales promotion schemes, are generally more satisfactory if the work is assipned
and managed on 2 territory by-territory basis rither than for the market as a whole.

13.5 STEPS IN TERRITORY, PLANNING

Temitory Planning is another very important aspect of the total Sales Planning exercise, It
should be carried out as systematically and as scientifically as possible. Various steps to0 a
scientfic Territory Planning are as follows : :

13.5.1 Salesman’s Capacity

A proper analysis should be made as to how many customers / prospects can a salesman meet
in 2 day. The number of customers thus obtained should be multiplied with the number of
“‘;Jrking days in 2 month, say 25 working days. The resultant number should dctermine the
territory. For example, z salesman in a consutner product company is expected to call on 40
customers a day. This number when multiplied by 25 (working days in a month) would give
us 2 figure of 1000. Thus, the salesman should be given a territory consisting of 1000
customers. .

For a company in pharmaceutical industry the call average is 10 doctorsf / cus_lorrllcrs perday.
and for a sales man in industrial products the call average is 4 to 5. Their territories can be
worked out, accordingly. '
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13.5.2 Frequency of Calls Per Month

The Sales Management should also decide the frequency of calls per month to each customer.
An A class customer can be visited twice - a - month also, while B and C class customers can ,
be visited once - a - month. The sales man should devote time with individual customers on
the.basis of the sales potential of each customer. More the potential, more should be the time
devoted. -

13.5.3 Parity in Sales Potential

Various territories should have some parity in sales potential. This enables more realistic
appraisal of various salesmen though there-would be some differerice in the cqpacity of
various salesmen to perform. One territory of sales potential of Rs. 1,00,000/ can not be
compared with the other with potential of Rs. 50,000/-. -

Let us discuss it with the help of some illustrations so as to understand it with clarity. Suppose
there are three lerritories which have to be managed by the sales rhanager. These territories
are A,B and C. The sales potential of each territory is Rs. 10,00,000/- » Rs. 8,00,000/- and Rs,
1.50,000/- respectively, The sales manager has three salesmen too with their respective ability
index'of .0, 0.9, and 0.8 respectively. The sales manager will obviously assign territory A to
the first salesman, territory B to the second and territory C to the third salesman, This will
optimise the actuzl sales achieved and such a situation will allow for realistic appraisal of all
his salesmen also. :

Let us now take another example where the sales potential-of territories A,B and C is Rs.
10,00,000/- Rs. 5,00,000/- and Rs, 4,50,000/- respectively. In this case, the appraisal of all the
salesmen can not be a realistic one. Even if the salesman with the lower ability indsx of 0.9 is
assigned to (erritory A, his achievement (Rs. 10,060,000 x 0.9 - Rs. 9,00,000/-) will be more .
than the salesmen with the ability index of 1.0, assigned to territory B, his achievement being
Rs. 5,00,000 x 1.0 =Rs. 5,00,000/-. Though the ability of the second salesman is more than
that of first salesman, his achievement will be lower and hence his appraisal will also be
lower. .

In such a case the sales manager should divide the territory with the sales potential of Rs.
10,00,000/- into two territories of Rs. 5,00,000/- each and put two salesmen, instead of one.
This action would not enly be conducive to a realistic appraisal of al] the salesmen but would
also help in realising the complete potential of terntory A (Sales potentar = Rs. 10,00,000/-)

13.5.4 Minimize Travel Time and Expenses

The territory should be'planned in such a manner where maximum amount of salesman’s time
is spent in interacting with the customers tather than in travelling. This would automatically _
reduce the expenses also. - o 9
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It will be worthwhile for us to discuss here various altematives of shapes of a territory which
can be of use to optimise the travel time, expenses and results (in terms of sales) . There are
three general shapes in use. These are the circle shape, the clover leaf shape and the wedge
shape,

The circle shape is appropriale for a territory where the concentration of customers is more or
less the same throughout the temitory. The salesman is based at a town which is near the
center of his complete territory. This shape ensures almost equal concentration of the
salesmen to all his customers because the time involved in travelling to any area of his
territory will be the same.

This type of a sales tetritory is more common in fast moving consumer goods companies and
pharmaceutical companies.

The clover leaf shape is desirable for the companies marketing industrial goods. This shape is
suitable when the customers are located randomly. In other words, their concentration is not.
equal in all areas of & territory. In this shape, the salesman is based at the center of the
territory and plans his tour to cover all customers along one leaf. This ensures that the
salesman comes to his base town at the weekend, spends sometime to meet his customers
here and moves for towns on other leaf; the next week.

The wedge shape of a territory is suitable when the salestnan is based at a town with dense
population of customers and has to visit the satellite towns also for small customers or
sparsely populated customers, such a shape we is an altemative to circle shape for companies
marketing fast moving consumer goods or pharmaceutical products,

13.5.5 Suitably Station the Salesman

The salesman should be based al a place in ﬁis total territory, with the highest concentration of
customers.

Suppose a lerritory consists oftowns A, B, C, D, E, F, G, H, 1 and J and most of the

s
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customers are located in town F, then the headquarter of the salesman should be town F only.
Moreover, other towns should be well cormected with town F and distances should be - -
minimum between the towns. This can be graphically represented as follows :

In the graphic illustraled above, where the salesman is based at town A with low customer’s
concentration, the salesman will have to re~ain mostly on tour to meet more customers in
town F, which will not only put more pressure on Lhe time available to the salesman but will
also increase his expenses on tour and travel.

Activity 2
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13.6 APPROACHES TO TERRITORY DESIGN

The above discussion so far brings out that the design, assignment and management of sales
territory plays a crucial role in the effective management of the sales functions, Given the
dynamics of the market place, sales territories once formed to not hold good for ever, instead
they evolve and undergo transformation in response lo market needs. The two basic
approaches commonly used for designing sales territaries are discussed below:

1l) The Market build up approach . . .
2) . Weorkload approach .

The Market Build Up Approach : This approach estimates the present and potential
product/service demand by looking as how the market is build up, that is, who are its
present/potential-users, and how much do they consume and at what frequency
Unfortunately it is not so easy as it looks.-

Its major use is industrial goods companies where complete listing of users is feasible
alongwith approximate consumption norms, Publications such as annual survey of industries,
trade directories, state, District and city-wise list of manufacturing establishments etc. come-

+ very handy in this regard. Starting with one user industry in an area and then adding up all

the relevant industries in that area one can estimate the potential for that arca. Aggregating
the estimates for zll the areas we arrive at on all India market potential for the product. To
this we apply the firms market share objective and arrive at its sales potential. This sales
potential when divided on territory basis constitutes the territory salés polential and specifies
the commesponding level of sales and marketing support requirements for the territory.

‘For example, 1f for an ultmsound equlpmcnt manufacturer, the market potenhal for all the

areas sums to 3000 and for Maharashtra state 600, i.e., 20%m then its-might warrant the firm
10 invest 20% of its marketing and sales effort in Maharashtra Given the customer wise

- market potential and the classification of customers into A, B, C eic categories, number and

frequency of sales calls required to tap the sales potential among customer are determined.
This leads to esrigmtc of total sales call required per area, and number of sales persons
required. Sales territories are then formed in 2 manner that the sales potential and wdrkload
foreach lemtoxy is nearly equal.

The Workload Approach : W. J. Talley's Workload approach of territory design is based on
creation of territories that are equivalent in terms of workload performed by sales persons.
The steps involved in the creation of sales territories under this approach are:

1) Customers are grouped into Class Sizes according to the annual Sales Volume that

the Company has. )
2) Optimum Call frequencies for each Class of customers are estimated e.g. In one case




present and potential customers are grouped into volume classes and then théo:etical Sales P{nnning
Call frequencies are assigned to ‘them. .

3) Present and potential customers are then located gcog;mplucally and arranged volume
and value-wise.
4) The number of present and potennal customer in each volume/value group is'then

multiplied by the desired Call frequency to get a total number of planned calls
~ * required for each geographical control unit.
5) This is followed by determination of geographical control units in these that the
“carved out territory is combed to the maximum, giving adequate workload to.the
sales person as well minimising, if not eliminating the unproductive time spend in
covering distance between two calls and post call activities.

The basic weakness of this approach is that, since the call frequency is already established it
may not provide for development of mediocré or neutral customer accounis into Super -
accounts due to lesser number of calls assigned to them. The other shortcoming lics in
_ establishing pariry in workload and potential territories, in different markets. In practice no
two territories are equal in terms of travel time, current sales or potential. For example
territory A may cover only two cities of state and be reasonably compact, whereas terrilory B
might include five cities of a state. These inequities affect such sales persons the most, who
are dependent mainly on commission on sales as their incorme in a specific tercitory. The
workload approach to territory design, therefore would be more suiteble in situation where
sales persons are employed on fixed salary basis. If may be noted that as the market
conditions change sales territories need adjustment and even redesigning. The principle of
equaling teritories on marginal profit values make useful contribution in this regard.

13.7 TERRITORY COVERAGE PLANNING

Termritory coverage planning is nothing but a plan to systematically visit the customers as
defined in step 2 above (Territory Planning).

Once the customers have been identified, the frequeney of visits has been determined, and the
potential of each customer ( and thus each town ) has been delermined, the TERRITORY
COVERAGE PLAN in now drawn. ’

Each town is listed on a sheet of paper and it is noted that on which-date of the month, the
salesman will visit a particular town. Mode of Transport is also indicated on the same sheet
and the address of salesman or his contact peint in each town is also mentioned. This enables -
the Sales Manager to contact the salesman in a parhcular town. a typical ;ernlory Coverage
Plari may look as follows. ,
Company XYZ
Territory Coverage Plan

Name of Salesman : Arvind Sharma

Headquarterd : F
Territory Coverage Plan for the Month of : January, ‘98

Date of Preparation : 25/12 / 97

Date Town Mode  Distance Address, Telcphone No. N
0. . of ° . From Coniact Point
Travel HQ

Z 0

1.1.98
1.98
1.98
1.98
1.98
1.98
1.98
1.98
1.98
10. 10.198
1. 11.198
2. 12.198
13- 13.198 -

v oo

onday  _
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14, 14, 1.98 A Bus 25Km Hotel Kuber

15, 15. 198 A _ . N

16. 16.198 B Bus 35 Km Hotel Kuber

17. 17.198 B _ _ ‘

18. 18.1,98 C Train 85Km Irawati Guest House
19, 19,198 C Train 85 Km

20, 20,198 Sunday

21, 21.1.98 D Train 95Km Amar Lodge

22 22,198 E Bus J0Km Hotel Kushak

23. 23.1.98 G Bus 25Km Hotel Relax

24, 24, 1.98 H Bus 28 Km Relax Hotel

25, 25.1.98 I Bus 12 Km Virender Lodge

26. 26.1.98 F _ B Ashok Guest House
27 27.1.98 Sunday _ :

28. 28.198- F _ _

29. 29.198 F _ _

30. 30.198 - F _ _

31. 31.1.98 F

It is appropriate to keep looking at Temritory Coverage Plan at frequent intervals and the sales
performance from each town in this plan. This analysis helps the Sales Manager to take
necessary steps lo improve sales in a poor - performing town. It also helps him to ke a
decision to drop a town from the Territory Coverage Plan, if there are no chances of sales
improvement. On the other hand, another tova which was not being visited earlier but
promises good sales potential, can be added 1o the Territory Coverage Plan,

Alongwith the Territory Coverage Plan, Sales Management can also plan for a Standard
Customer List wilh each salesman. This list can also be reviewed periodically so as to find out
the sales result from each customer. The individual customers can also be deléled from this
list (if sufficient sales are not being generated (rom the customer) and new customers added
(which have better sales potential},

13.8 SALES TERRITORY EXPENSE PLANNING

Once the Sales Manager has completed the Territory Planning and the Temritory Coverage
Planning, he can take a decision as to how many salesmen will be nceded to cover all the
customers efficiently and effectively. For example, if there are 10,000 potential customers in a
Sales Manager's totat area and'one salesman can effectively cover 1000 customers cvery
meonth (as illustrated in Temitory Planning Para (I) above), the Sales Manger will require a
total of 10 salesmen. )

Once the number of salesmen has been decided, the Sales Manager can work oul the expenses
which will include salesmen’s salaries, travelling expenses, bonus, incentives, fares and other
administrative expenses. The total of all these expenses would provide the Sales Manager
with Sales Territory Expense Planning,

Following illustration can be of use to understand the same in a better way.

S. No. Particulars . Rale No,of Total
(Rs.) Salesmen Amount
(Rs.)
1. Salary (including P.F. L.T.A,ES.L 4,000 10 40,000
ete.
y Travelling Expenses 2,500 10 25,000
@ Rs. 100/- per day for 25 working
days / month)
3 Fare (Approximate) 3,000 10 30.000
4, Bonus (@ 10% of salary per year) 400 10 4000
3, Administrative Expenses 500 10 3.000
Total 10,400 1,04,000
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Thus Rs. 1,04,000/- will be the approximate Sales Territory Expense i’lam:.ing for th= Sales Sales Planing
Manager for one month. For complete year, it will be Rs, 1,04,000 x 13 = Rs. 13,48,000/- S

Activity 3

Given below are the expected monthly expenses per sales men. Design the toal Territory
Expenses Planning for the year supposing you have 7 salesmen. T

5. No. . Particulars I Expenses (Rs.)
T - Salary 5,000 p.m.
2, ’ Fare 5,500 p.m,
3 . Travelling Expenses Rs. 133 perday
4, Bonus 10% ol salary, per year
5. Administrative Expenscs 750 p.m.

However, with the growth in the number of customers and / or increase in frequency of visits
10 the same customers, the Sales Manager mnay have to sclect more salesmen and thus his
Sales Temritory Expense Planning may undergo a change. The Sales Temitory Expense
Planing may invite changes because of some more reasons. These arc :

i) The Sales Manager may reduce the territery of a salesman 1o allow for more

“ concentrated working. This will reduce the expenses on travelling and the total Sales
Territory Expense Planning wilt be reduced. While doing (his. let us remember that a
sale’s manazer should not reduce the Letritory of a salesmen just to reduce his
expenses He / She should strike a balance between the (ertitory, its safes potential

and ihe expenses.

1 The sales Manaper may have lo discontinue some salesmen becausc their sales .
performance 1 not upto the mark.

Let us now (ry 10 undersiand what contrels a sales manager can exervise for optimum
results and (or improved perfonmance of kis salesmen. It would be woriliwhile 1o wus
here thal the most imporiant aspect of s4les manager’s 1ob 15 o exercise cifective
controls. In other weids contrels are the key o effective sales plaoning or sales

e

nanagcinent,

13.9 CONTROL SYSTEMS

What do we mean by control ? Control is checking and evaluating the difference between
what was planned and what was actually done and achieved. A sales manager has to analyse

" the qualitative as well as the quantitative data about his salesmen to exercise effective controls
the qualitative aspect of controls can be exercise to gauge the salesmen’s attitude towards his
customers, company and to supervise his territory knowledge, the knowledge, about his
customers, the knowledge about his products, and competitors product knowledge, his
communication skills, his presentation skills, his leadership qualities efc.

All these qualitative data about his salesmen can be analys=d while working in the field with
the salesmen. A sales manager should call-on the cuslomers with the salesmen, should travel
with themn using the same mods of travel and should interact with his salesmen as much as

possible.
The quantitative data is available from the salesman’s daily reports and his territory coverage

plan. The sales manager can analyse the number of customers being called by the salesmen
on day - to - day basis, the value of the business received by the salesmen, the expenses made

and the ratio of sales to expanses.

15
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As we can see, the sales manager can have the qualitative and quantitative data about all his -
salesmen. Thus a sales manager can analyse the difference betwsoen what was planned to be
achieved and what has actually been achieved in terms of customers calls, business produced,
expenses made and proper communication of messages about the product to the customers,

Once the sales manager has analyed all these clata, he can take corrective actions. He can ask
the salesman to improve his daily average of customers contacted, or to improve value of

- orders generated or to improve his communication etc. He can also ask his training manager

to conduct the salesman's training in a particular aspect where he found the salesman weak.

13.10 IMPROVING TERRITORY PRODUCTIVITY

For obtaining maximum productivity out of 2 sales terriloties, it is essential that the sales
force lay emphasis on its effective mapagement, than on mere coverage. In practice its means
that sales territories be mapped and managed on profit oriented basis taking into
consideration, the following points: ' '

®  profit contribution made by different customers, clarity of approach to account
development, as well as to small/marginal customer. '

profit generators and detractors in the temitory.

'rillocation of sales, marketing and other resources based on territory's profit ‘conlribun'on
potential, . L ’

L e_ffective utilization of sales force time.

The process of i.n:proﬁng territory production, therefore, requires establishment of a system
of monitoring and review of the sales territory.

The system should focus on:

a) Sales territory performance in te'rmls of its market potential, resources deployed and
required, and profit contribution potential. :

b) Sales force itinerary planning, covering call planning, journey planning, appointment
scheduling, preparation and usage of sales aids and equipment during sales calls, and
post call planning, PR ’

c) Documentation of customer call records, daily activity reporis, cost and time on
various activities, market intelligence, ete. )

d) Individual sales person’s productivity.

In brief, attention to every single profit detractor and timely action on all profit genérators
helps a company to optimise the sales territory productivity. Superior quality of the sales force
facilitates in the attainment of this goal.

Aclivity 4

A} Check whether the following statements are true or false:

Statement . ) - Truc/False

1) The emphasis in the concept of the sales territory is
upon the geographical area in which a sales person works ... eeinii s

2} Good territorial design allows sales personnel 10 spend
sufficient time with customers and prospects and
minimizes non-selling time

3) As arule, sales ternitories should be very large in order
to make sure cach sales person has adequite sales potential
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which will give him or her incentive to spend maximum effort ....... T )

4) Differences in tcrrilorg.,f coverage difficulty represent
differences in the work required of sales person ™ .

5) Establishing sales territories assures proper market
coverage L

B) Tick the most appropriate answer:

1)  Ideally the optimum temitorial arrangement is achieved by establishing 1erTitorics so that
there is an equalising among territories of :
a) Markel potentials
b) Sales potentials
¢} Sales person's workload
d) Sclling expenditure
¢} Incremental sales per seiling rupee

2)  The main reason for ¢stablishing sales ierritories is 1o
a} securc oplimum marke! coverage
b) reduce selling expenses
¢) facilitate planning and conrot of selling operations
d) improve sales force performance and morale |

3)  Indeciding how many sate erritories, a sales manager
d) should estimaic the percenmage of the total sales potential that cach sales persons. on
b) an average should be capable of realizing and proceed from thai ppint
b} should use the major competitor’s terrilories as the basic starting poit
- ¢} should first find out how many good sales persons are available

4}  Among other things, revising 1erritories to adjust for differences in territory coverage on
account of dilferences in werkload involves:
a) estimaiing the time required for each sales calt
b) deciding call frequencics
¢) calculating the number of calls possible within a given time period
d} detemuning the length of non-selling time between calls
¢) all of the above -

5y  Profuable management of saies territories helps in matching selling efforis with:
a} sales person’s assignments
b} selling expenses
¢) markeling plans
d} sz2les opportunitics

Check Your Answers
A) 1 (False), 2(False. 2ilalse), 4y irue), :)(R.ls-.;
B) 1{e). 2 (c). 3{a). 4(c). 5{d)

13.11 SALES PROGRAMME PLANNING

While undertaking this planning, the Sales Manager plans as to what each of his salesmen
should do and when should he do it. All this is planned with the objective of meeting the

abjectives i.e. the sales targets.
Primarily, this planning includes the acﬁviﬁes like.

a) ' Putting up point of sales material like danglers, posters, stickers, billboards etc. at

Salcs Plannlng
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retail counters.
b) Improving shop window display like arranging product packs attractively in the glass
. windows at retail shops. .

c) .C:,ond_ucti.ng outside the shop promon'oﬁ like distributing gifts to the customers who ]
purchase their product or distributing cdupons for some discounts or free goods to
customers. = | :

d) Conducting demonstrations like demonstrating the actual performance of a product

. . like a Juicer, Mixer Grinder, at a shopping complex.

' €) ‘Sampling programme like distributing free samples of the'product ( 2 new detergent)

to some housewives in a colony.

f) Presentation on the pérformance and benefits verbally to a group of petential
* . cusfomers, .

13.12 PLANNING SALES MANAGER’S OWN ITINERARY

For achieving the product-wise and thus value-wise sales planning, the Sales Manager should
plan his tour or work plan quite objectively. Before he goes on tour or to work with a
salesmnan, he should find answers to questions like '

a) Why is he going there ?
b) What is he poing to do there ?
¢) . Whathe will achicve 7 _ T

_d) What has been the performance of the salesman he is going to work with ?

€} What are his developmental objectives for the salesman ? . .
Generally, in any given area, 60 percent of the members of a team are average producers of
sales, 20 percent are above average and 20 percent are below average performers. Usually the
Sales Managers work more with either the above average or below average performers. In the
process, they neglect the average performers who bring about the major chunk of the

business. Therefore, the sales managers should concentrate more of their time on this group of
salesmen who will mostly do an adequate job. -

Apart from this, a sales manager should have & TOUR. PLAN, which should elaborate on who
is he going to visit, why and how many days he will spend with each salesman. It need not
necessarily be a standard of two days, work with ezch salesman, it should be four days with
one and only one day with other salesman, depending upon the performance and development

objectives for each salesman,

* A Sales Manager should circulate his tour plan to other departments within the organisation.

This will enable other departments to voice their concerns to be-discussed with a particular
salesman. This way a lot of unnecessary correspondence can be avoided and full advantape
of Sales Manger’s tour can be taken by the organisation. '

In a nutshell, while planning his own tour plan, the Sales Manager should know WHERE
there is a problem and he should go there, WHY there is the problem , he should investipate
when he is there, and HOW & WHEN (o solve it. :

Therefore, what is needed for a high level of Sales Planning is

Ix Customer definition and classification

in Product-wise emphasis - which products should receive high priority.

iif) Self - wraining in selling skills and product knowledge.

iv) Optimum usage of promotion material like posters, dangles, coupons elc.
v) New business activity. :

vi) Objectivity in self tour plan.




13.13 SUMMARY . " | " Setis Pranming

The function of Sales Management is a specialised function which involyes planring,
dircction and control of personal selling, including recruiting, selecting, equigping, assigning,
routing, supervising and motivating the sales force. All this is primarilv <o to achieve the
specific sales objectives, setting which involves a comprehensive Sates Planning process,
Various steps in this process are (1) Product-wise Sales Plann’ig (2) Territory Planming (3)
Territory coverage Planning (4) Sales Territory Expenses ¥lanning (5) Control Systems (6)
Sales Programme Planning (7) Planning Sales Maneger's Qwn Itinerary. ;

Praduct-wise Sales Planning consists of identifying the Market Potential, Sales Potential and
then the Sales Forecasts, The Sales forecasts are compiled afier though study of customers,
their size and their buying bekaviour, Territory Planning is done by analysing each salesman’s
capacity to work, identifying frequency of calls per month, building - in pdrity in sales '
potential, minimisirg travel time & expenses, and deciding on proper headquarters.

Territory Coverage Planning should be standardised and it should be made on-a sheet of paper
where the contact point and address of the salesman shoutd also be indicated. Frequent review
of this plan should also be made so as to accommodate necessary changes of fowns and
customers. '

Sales Territory Expense Planning is done once all the planning as listed above is properiy
done. Afier deciding the number of salesmen required, a Szles Manager can workour the
expenses. A Sales Manager can add or discontinue salesmen deperding upor the requirements
which may alter his Sales Territory Expense Planning. This planning also helps a Sales
Manager to operale proper control systems,

Sales Programme Planning involves ialan.ning the efficient and optimum use of various Sales
* Promotion measures like putting up point of sales material, Improving shop window display,
conducting, demonstrations, distribution of samples ete.

" A Sales Manager should also plan his own itinerary well - he should be clear as 10 what is his
tour objective, why is he going there, what will he achieve on tour etc, A Sales Manager
should devote more of his time with average performers, and should circulate his TOUR
PLAN to otlier departments. -

13.14 KEY WORDS

Sales Territory : An area of responsibility for an individual sales person to devélop sales in
it..

Sales Territory Design : The means of allocating customers or group of customers as a basis
for assignment to a sales person to achieve sales objectives. This is usually on a geographical,
product or market basis or on a combination of these basis.

Sales Plan :- A determinant of personal selling strategy reflecting a clear understanding of
overall company goals and market characteristics, and incorporating techniques and
information which will allow for more effective decisions in cliciting comperitive success.

Process of Sales Plan :- Itis in three stages. Firstly, prepare sales forecasts #nd budgets on
the basis of identified firm’s market. Its sales potential by product line, geographic area or
customer type, Therefore, divide the market into territories so that sales effort can be allocated
most effectively to current and potential customers. Finally, set quotas as a means of guiding
and motivating salesmen, as well as 2 means of controlling and evaluating their effort.

13.15 SELF-ASSESSMENT QUESTIONS

1) . How does sales forecasting help in sales planning suggest atleast {ive requirements
of a sales manger in which sales forecasting can be of help.

2) What specific points you would consider while territory pla;mi_ng. Explain each of
- them, briefly.
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3) Critically exemine the wotkload approach for designing sales territories. -

4) What measures can be taken to improve the territory productivity.. Explain by taking
th: samples of a) Jewellery watches and b) Agricultural pesticides.
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UNIT14 SALES ORGANISATION

Objectives
After reading this urit you should be able to: N

explain the need for a sales organisation

describe the process of desxgmng a- sales orga.msamn
differentiate between the basic types of sales organisation,
explain the process of development of territories ! '
describe the various kinds of specialisations in field sales force
comment upon the role of sales executive in an organisation

Structure

41 Introduction

142 Need for Sales Organisation-

143  Developing a Sales Organisation

144  Centralisation Vs. Decentralisation in Sales Organisation
145 Basic Types of Organisational Structure
146  Developing Territories

147  Field Sales Organisation

148 Specialisation in a Field Sales Organisation
149 Roleofthe Sales Executive

1410 Sunmnary

1411 Key Words

1412 Self-Assessment Questions

14.13 Further Readings

'14.1 INTRODUCTION

Once the sz!zs plan has been fonwlated, the next legical step is to organise a sales force
to achieve the enterprise objectives. Decisions must be made as to the type of sales tasks
required to be performed and as to how the sales people should be grouped together to
ensure effectiveness and efficiency. The scope of their sales responsibilty, line authority
and accountability must be defined so that the sales activities can be well coordinated. In
this unit we shall discuss! the basic types of organisational structures and territorial
designs that are used to define work relauonsh.lps between sales personnel and their
superiors.

14.2 NEED FOR SALES ORGANISATION

Through your exposure to MS-6, and the previous units of this block, you know that-it is
the sales organisation which bridges the gap between the market and the productive
capacity of the firm. As the market changes, the sales function accommodates through
adjusting its organisation and manner of operation. Shifts in size of niarket operation,
market trends, competitive position and other environmental factors may necessitate
changes in existing sales organisations. An effective sales organisation usually provides
for growth and adapiability to such changes.

You can compare the role of an organisation to that of the skeleton in the human body—
it provides a framework within which normal functions can take place. However while .
the skeletal system is uniform for all human, sales organisalions vary widely over firms.
This is-because every enterprise has its own objectives and resources, and corporate plans
to achieve those objectives. The structure of the sales organisation reflect this diversity.
Apart from providing a basic structure to facilitate working, sales organisation has the

following basic purposes. 21
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a) Defines lines of anthority .
Any sound sales organisation defines the relationships betweea people in the organisation
in terms of authority responsibility and accountability. Tt is important to define and
identify the flow of authority, indicate where responsibility lies, specify who is to be held

. accountable and to whom.

-You are already familiar with the concept of line and staff authority. The organisation of
the sales department should enable the sales personnel to identify whether their anthority
is line, stff or functional, . -

b) Ensures that all necessary activities are assigned and  “formed
The process of organising presupposes identification of nece..ary activities which have to
be performed to achieve the sales objectives. As companies grow, the tasks and a
performed within the organisation also multiply.One of the basic purposes of the sales
oTganisation is to ensure that all necessary activities are specifically assigned to

. personnel, and that procedures are devised 1o supervise the performance of all these
activites.
c) Establishes lines of communication .
In the carlier days, because of relative simplicity of the organisation structure and the
sialler size of the organisation in most cases, lines of communication were synonymous
with lines of authority. Today, with growing complexity in business, access to much
greater volume of information, increasing emphasis on staff assistance, the lines of
communication may be more flexible and varied. The flow of information may be both
borizontal and vertical. The organisation structure becomes a good aid in identifying the
sources of information and recipients of data, and may also tell as who is responsible for
generation of information. -

d) Provides for coordination and balance .

By clearly delineating formal relation between different positions in the sales department;
the sales organisation reduces confusion about the individuals role and responsibility.
Since you will have 10 identify the types of activities to be performoed, group them
together and make specific persons responsible for the various jobs, while ofganising
your sales department, you will be able to generate information that is basic to function
of coordination. The answers to the questions, who is responsible for what and when,
provide vital inpuls in developing (he coordination programmes for sales effort.

€) Provides insight into avenues of advancement

The personnel in the sales department look 2t the organisational structures as one of the
indications of the direction in which their futre careers mav grow. A good use of the
organisation chart may be made by the management, in couimunicating to the
subordinates, the possible avenues of advancement. As the organisation grows, or as the
personnel become more experienced in their present assignments, you may sometimes
feel the necessity of moving personnel horizontally or even giving lower level sales
employees a vertical jump in the organisation depending upon their merit. The fact
however remains that the organisation chart depicts the noimal promobion route to the
subordinates. ;

f) Economises on executive time

As operations and activities in the sales department increase in number and complexity,
delegation of authority becomes imperative. A sound organisation design allows effective
‘use of specialisation so inat executives may spend less time in operations and more on
planning. In growing orgapisations, the need for effective coordination often results in
limiting ‘the’ number of subordinates whko report directly to a certain executive, This span
of control, however may vary widely over organisation depending upon the management
orientation towards delegation, supedors abilities of coordination, qualities of the
subordinates etc. Improvements in the efficiency and reljability of communication
systems also encoursge wider spans of control. One of the main purposes of all
delegation is achieving economies in the use of executive time, :

Activity I
Study any two sales organisations, including the one you work for. Try to evaluate how
the organisation structure has helped in
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a) Developlng specialisation

b} Achieving coordination

¢) Achicving beller communication

14.3 DEVELOPING A SALES ORGANISATIOIN '

Sales organisations develop in response to market and company requirements. Primary to
the development of & sales organisation 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 organisational structure. Figure 1 gives a step by step process of developing a
sales organisation. The objectives of the sales organisation ueed to be defied in the light
of the corporate objectives and may be both quantitative and qualitative. The step that
follows is the identification of the necessary activities that need to be performed if these
quantitative and qualitative objectives are to be achieved. The analysis of the type and
volume of activities needed to be performed will lead you to an assessment of how many
executive and operating. positions would be required, and how would these: positions
relate to each other. Though thé genéral sales activities to be performed may be similar

" in most companies, the relative volume and the emphasis (hat a firm may put on a group

of activities will differ. A good key therefore would be to move backwards from the
objectives statement and identify necessary-activities.

Step 1
Sip? Swp'3 Step 4 ,
P . Su:p 5
Define sales 2) Define the - .
Or'g'an'ls.a.uon . various 8) ldentify a} Define the
?‘:f:: b AINE | activiies that positians to " relationship | ChoCK the
need to be. wh_or'n_lhcse berween organisation
company want performed 10 activities may L s struciure 10 ensure
zchieve in terms of : be essignod posiions 8) Provision for
A achieve these N b) Define the -
n) Growih/survival objectives b) Classify and coomdinalion
b} .Market share b) De group closely nature of artd comirol
Cost and ) fine the L anthority in o
) volume end relaied activities . of cach | B) Provision for
expenses ) of each of and agsign them | P growth
&) Market leadership | - & acivitics to the same posttion <) Provision far
¢) Cusiomer - these position €) Assign Qlexibitizy and
relations ¢) Decide o " personnel 0 contl
: - fy of pasitions
activities by
defining the
tevel &l which
each activity
will be
performed

Fig. 1: Process of developlng a Sales Organisation
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. Next, you must define the positional Icvcls at which these activities will be performed.

Slmﬂm-ncnnnﬁmdmskswﬂlhavetobegmupadtogdhumdmgnedmeposmous
such that each position has adequate tasks to perform which are also varied enough to
provide challenge and motivation. The number of the different classes of activities
assigned to & single position would depend upon the degree of specialisation 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, for example, in an
orgenisation trying to sell a new product through middlemen, dealer relations becomes a

~ Crucial activity and has to bé assigned to positions-higher up in the sales organisation,

Once the different positions and the activities associated with them have been decided
upon, these positions have to be -assigned to personnel. An interesting dimension in sales
organisation exercises has been whether to build positions around individuals, to take
advantage of the special capabilities of a particular. individual or to recruit individuals
specifically to fill in the identified positions. The practice in the industry has been
ambivalent. Usually the job requirements are geperal enough and allow the possibility of
many individuals having the requisite qualifications. On the other hand, the organisation
may have, or come across an individual with such unique sales related qualities that it
might be considered profitable to modify the job requirements to suit him or even create
a position specifically for such an individual Notwithstanding this, people charged with
ﬂ:cplaumngoforgnmsahonspmfato let individuals adapt to, or acquire skilis for
particulsr position rather than buiiding posifions around individuals.

A decision thar has to be taken along with the identification of positions, is that of the
relationship between these positions in the organisation — how many individuals would a
person have reporting to him, who shall be accomtable to whom, which positions in the
structure would have the authority to command and which shall onty advise and guide. In
otirer words, the delegation of authority, span of control and the lines of authority, both
line and staffhavetnbcdemdedupon.l‘hespmofconﬂolhasdrwtbeumgonthc
coordination respomsibility of the higher level executives and care should be taken that it
is not-t00 wide to ax Lhecapahﬂmcsoftopnmagcmmtandleadtoweak:r

coordination of subordinate activities. '

Sales organisations have to be responsive to c.haugmg market trends, growth in both
products and markets as well as to competitive requirements. While designing a sales
ofganisation therefore a key consideration is the provision of flexibility, effective
coondination procedures and defined lines of commmication.

Activity -

Assume Lhat you are a manufacturer of a new food product which is yet to get a foothold
in the market. The food is a vital dict supplement, with no direct compelitors in the
markel. In trying to develop your sales organisation how would you,

2} define the szles organisation objectives

b) identify the sales sctivities

¢) decide the various positions
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.14.4 CENTRALISATION VS. DECENTRALISATION IN
SALES ORGANISATION

One of the key decisions in sales management is related o the degree of ceciralisation or
decentralisation of the various sales functions. In centralised systems recruitment,
training compensation and evaluation are all managed from the central headquarters;
while in a decentralised system the field sales managers take up most or all of these
functions. In organisations involving the use of a field zales force some decentralisation
would obviously result, though the extent of it tends to vary across firms. The degree of
centralisation or decentralisation in sales organisation niay depenu on size of operation,
costs, effectiveness and competitive necessity.

When firms are small and have only a few sales people, operating from the corporate
office may be more efficient and effective. As the sizc of the operations increases, a
system of branch offices gradually emerges, to allow sales people to be more responsive
10 local consumer needs. Travel and other expenses go down. Decentralisation of
operations in Uhis case provides for greater freedom 1o the field sales menagers allowing
them to displey initiative and managerial skill.

Most medium sized and large firns combine the advantages of both centralised and
decentralised operahons Decentralised sales offices are utilized to ensure better customer
service while training and part of recruitment function ere centralised.

Managerial phi.[osopﬁy towards control and delegation is also an impertant variable
affecting the extent of decentralisation of activities in sales organisation.

A recent development, which has affected the centralisation/decentralisation 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 much more speedily, the trend
towards compulerisation has encouraged centralised: decision making.

14.5 BASIC TYPES OF ORGANISATINAL STRUCTURE

You are familiar with the concept of linc, staff and functiona! suthority through yeur
exposure 1o MS-1 and MS-6. Among the designs of sales organisations that prevail in
Indian industry, line and staff are more commen forms, while functional orgamsanon is
relatively rare,

No two firms would have idemical sales organisation as their needs and expectations,
markeis and preducts, company size and marketing channels differ from each dLher

The line sales organisation is the most basic forms of sales organisation, cha.ractensed by
a chain of command running from the top sales executive down to the level of the
salesman. All executives have line authority over their subordinates who in turn are
accountable only to their immediate superior. Since iines of authority run vertically in
this structure, executives at each level are generally independent of all others at the same
level. Through assignment of quotas or sales targets, responsibilities are usually, clearly
delineated. Figure 2 gives the sales organisation- of liquor division of Jagatjit Industries
Lid., designed as a line szles organisation.

Vice President (Liquor)
l B
Marketing Minagcr (South West} Muarketing Manager (Narth Easl)
Regior!al (clbr Area) Sales Manaper
Sales Executive Marketing Executive
_Field Slajcs Offlicer
Sales ‘I‘WMF?‘P‘iYE .

Fig.2: Line Sales Organisation

Sales Organisstion
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The Liguor division js headed by the Vice President Marketing, who has two Ma-keting
Managers looking after the South West region and North Eest region, reporting to him,'
The marketing menager has a line authorily over a number of Regional and Area
managers who in tum control a field staff of sales executive; field sales officer and sales
representatives, each level connected to the subordinate level by scalar lines of
command. C . ' }

Line organisation is extensively used in smaller firms or those dealing in a narrow
product line, or selling in a limited geographic area

The line organisation places great demands on ihe time and abilities of the top sales
executive. You can realise that with all field reporting finally coming to him through his
subordinate/area sales manager, most of his time would be taken up by the task of sales
supervision and direction leaving him with Linle time for planning and policy making. As
the line organisation has no subordinate specialists, the top sales executive needs to.be a
person with outstanding ability and all round knowledge of every facet of the sales
function. Since operational detzils of managing the sales department take up. 2 large part
of the line executive’s time, he is at times forced to take decisions without benefit of
adequate planning.

Line organisation also becomes inappropriate in case of rapidly growing organisations or
those with large sales staffs, as growing departments necessitate additional layers of
execulives [0 be added. Increase in vertical levels is often accompanied by distortion
directions and reduced efficiency of communication, resulting in poorer results.

Llne and Staff organisations usually result as the size of the operations grows. It is
characteristically found in medium and large firms with sizeable sales staff selling
diversified product lines. The line and staff department is differentiated by the presence
to staff specialists or staff assistants o advise and assist the top sales executive. These
specialists are experts in their own figlds which could be sales training, service, sales
analysis and planning, dealer relations, sales promotion, sales personnel development and
so on. While staff executives and assistants do not have the line anthority to cornmand,
they advise the line executives through recommerrdations and provide the benefit of
specialisation in the organisation. The inclusion of the staff component frees the line
executive from the burden of detail. By delegating problem involving in depth study or
detailed analysis to staff specialists, the time executive gets more time for policy making
&nd planning. A pool of experts becomes available for providing advice and assistance in
specialised fields. The activity of planning ~n also be subdivided and assigned to staff
specialists. More informiation is also made available for better decision marketing,
Figure 3 gives the saleg organisation of Prentice Hall of India Lid. which has both line
and staff components. '

Managing Director
Sales Promotion Mgr. Customer Service Mpr.
[ : |
Regional Manager Regional Manager
| . i -
Regional Sales Manager (NE) Regional Sales Manager (South)
|

- Sales Execulive
Fig. 3: Line and Staff Organisation

‘The organisation is headed by the Managing Director who has, reporting to him line
managers called Regional Managers and staff managers who look after the staff functions
of customer service and sales promotion. The Customers Service Manager is basically
incharge of feeding in information and facilitating procurement of international editions
for the organisarion. He advises the line managers. on the suitability of the various

interhational editions .and keeps them informed about the developmeats in this field. The )

sales promotion manager performs the advisory function with respect to the sales

' promotion activities of the organisetion and coordinates with the Regional Sales
_ Mmanagers as (o the promoticnal needs. The Regionat managers are the line executives

who are accountable for the operaling results in their territories and control Lheir own

field staff of sales executives and salesmen.
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The problem that arises with line and staff organisation is basiczlly one of the
coordination. The work of the staff specialists needs to be actively coordinated with the
operations of the line department and generally a lag develops, as reports and
recommendziions fake time to compile.

Line and staff organisation also sometimes generate problems of interpersoriai relations.
The staff executives tend to overstep their advisory authority and try to assume and
sometimes succeed in assuming the authority to issue orders end directions. This presents
difficulties of dual stbordination and may create confusion. The fact that staff specialists
do not share direct responsibility for results is also resented by some line executives, ’
Experience has shown that 1o a Iarge extent these problems can be minimised if all areas
in which line and staff executives have to share authority and respensibility are

i

specificzlly written down as cdmponents of the job description.

The funciional sales organisation is aimed at utilizing the benefits of specialisation to its
fullest exient. In the functional sales organisation, all sales personnel reccive direction
from, and are accountable to different executives, on different aspecis of their work.
Somewhzat in contravention to the principle of unity of command, the functional
organisational structure gives all executives, each a speciaiist in his own field, a direct
authority to command and issue orders to his functional authority taerefore, simply.
means that at any given time, a sales person could be under instruction from a number
(depending upon the functional specialisations set up) of executives. The top sales

_executive has coordinating responsibilities in respect of the actions of functicnal heads

\(as shown in the following figure each sales person is under direction of several
executives) functional organisations have not been found to be a very appropriate
structure for sales organisation. In larger firms where the size of the sales force is
substantizl, the degree ’ .

General Manager Sales

| 1 L I ] L L
Manager J Manager Planager Manager Maneger Menager
Planning Srles Temitory Sales Distribu- After- .
& Coordination Tralning Development Promotion ton . . sales Service

Fig. 3 Functional Sales Qrganisalion

of centralisation necessitated by the-functional organisational structure, renders the
operation inefficient Smaller and medium sized firms on the other hand find the system
expensive because of the high degree of specialisation. Another weakness of Lhe structure
is that burden of coordinating the activities of highly diverse specialists is placed on a
single individual. In case that individua' is not capable enough in (his regard, the whole
structurd is likely 1o become cumbersome and ineffective.

Aclivity 3. © . :

Study the sales organisations of a few companies, including e, 0ae Crat yau vk for,
Try to gnalyse.the organisation structure in tgrms of whether i is line, e inid staff or
functional orgenisation. Do you think any changes in ths presen: orgapisational structune
cf the saleS depirtments 'in these Companies would improve tieir effert veness? What

could these tharges be?

Sales Orpznisatlon
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14.6 DEVELOPING TERRITORIES

Designing sales organisation is incomplets till territories are formally defined, because a
u31'1‘“'*'11‘3?ILS!-ldt'-ﬁl'.le-tflpatl'l«:'fthet:u:n:npany,r:v.-s;ale.s1:~t'n..-.:.m.alf:vr:tu:ll:u'w.:l:l.ta.t:m:mmsar.lcl
prospective ongs ﬁlﬂlanbespemﬁca.ﬂyasmgnedmasﬂespuson.ﬁmmounts and
prospects may be grouped to form tervitories according to their geographic location, -
industry, product use, method of buying, or channel of distribution. As & result of
territorisation, organisations can achieve hetter coverage because it permits better
planning, proper coverage of potential ets, efficient call pattems, better customer
service, clearer statement of responsibility and the opportunity o match representatives
to accounts. Some services, such as insurance, stocks and mumal funds are sold on the
basis of social and personal contacts and such firms prefer not to develop sales territories.

‘The companies which ‘opt for territorial development, design temitories on the basis of
‘sales potential or sales representatives’ workload. Though in practice territories may be -
established arbitrarily by assigning each person a few states or cities, most of the firms
today develop their territories on rational bases to maximise market coverage and sales
retumms. The steps followed in developing termitories are discussed below.

Determination of Basic Control Unit for Territorial Boundaries

The first step in developing a territory is to select a geographical control umit to serve as
a territorial base. Commeonly used units are states, countries, cities, metropolitan areas,
and trading areas. A typical territory may comprise several individual units. One person's
tetritory may consist one metropolitan area, another’s may be of many districts. The unit
should preferably be small because it aids the management in realizing one of the basic
values of territories — the geographie pinpointing of potential, Further, the use of small
control units makes it easier for mansgement to adjust the territories.

If an orgams.auon wants to add a litile to oneperson s territory and reduce another 5,4
district unit facilitates the adjustment better tHan 2 state unit.

The political units (state, country, or city) particularly stales are still used extensively as
a basis for territorial boundaries. This is simply because of the availability of statewise
market data. However, a marked change has occurred in their manner of use. Other
market factors, such as customer buying habit and normal patterns of trade flow are also
now considered in defining temitories.

Dedding on Allocation criteria

After the basic conirol unit has been determined, various allocation criteria may be
employed by the seles manager in defining them into viable sales temitories. These
criteria may include basic factors like equality of opportunity, quantitative factors related
to sales and potential or qualitative factors like the ability and preferences of the sales
force. The idea of ‘equality’ in some measure appeals greatly to both sales managers and
sales personnel, as it generates a sense of fair play. Further, approximately equat
territories makes it easier for the sales executive to identily and reward outstanding
performance,

Although equai opportunity territories are desirable, they are difficult to achieve in
practice. A few firms deliberately create territories with varying workload and size, with
the objective of keeping the smaller sized teritories for sales trainees, a large number of
middle sized territories for the experienced sales persons and a few large territories for
the senior sales personnel.

There are hwo quantilative methods popularly used to design sales territories. One-is .
based on the estimates of workload in the territories and the other on the estimates of
sales potential. Using these methods, firms try to design territories which are either equal
in workload or equal in terms of sales potential. Estimales of present rupee sales in a
given area should not be used as a basis of defining territories as they do not fumish
enough information on workloads and ignore potential.

Choosing a starting point

The next step in designing a territory is lo select a geographical location to serve us the
organising point for the new territory. A common slarting point is a large city, the sales
person in‘an urban location has access to & large number of customers and needs less
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transportation. Anollier altemative is to design the sales teritory around the needs of -
major clients, i.e. the location of 'the largest customer in an area might be selected as the
house base for the sales persor: and other areas are then added to complete the ferritory.

Combining of Adjacent Units

After the starting points have been selecled, the next step is to begin combining basic
control units to get viable sized termitory. To do this effectively, the. manager needs. to
keep getting the aggregatle estimates of the allocation criteria for each new territory. If -
the number of customers per district is the criterion, the manager first combines the
districts adjacent lo each starting point and keeps a track of the total number of
customers in each territory. Then he assigns districts in between different starting points
to balance the number of customers across new temitories. The process of assigning
districts o staning points continues till all control units are assigned to individual sales
people. After the initial allocation of control units to the starting points is completed, the
sales manager then compares the territories in terms of other criteria. In dur example,
since the territories have been designed such that they should have equal number of

customers, the manager would need to see how they compare in terms of size. If there is

a marked imbalance, he would try to switch the border districts to improve initial
allocation. Size, however is not the only criterion used. The new territories need 10 be
balanced on several criteria i.e. number and dispersion of customers, sales potential,
geographical and climatic conditions etc. You will read more about these aspects of
‘territory management in Unit @ of this course. The two quantitative methods of territory
development, the build up method and the breakdown method have also been discussed
in detail in Unit 9.

Assigning Territories to Sales People

Having developed sales terrilories, management is in position to assign districts to
individual sales people. One must keep in mind that in any given sales force, the sales
people differ in their selling effectiveness. Representatives also vary in experience, age,”
physical condition, initiative and creativity. Still in- assigning territories management
aims at placing each sales person in the district where they will contribute the most to
the company's profit over the long run-

This general principle however is not sirmple 1o folow in practice. There may be
situations where temitories of equal size or approximately equal workload may vary in
potential. Conversgly, if management has been able to design (emmilories with equal
potential, the mexnoers of its sales force may differ in their relative sales abilities.

-Another situation may be where management does not feel inclined to relocate sales
personnel in order to prevent the disruption of established customer relationship. In stili
other cases certain personnel are not wansferable but others can be freely relocated from
one lermritory to another. This would mean that in certain cascs the teritories are
redesigned to fit the ability levels of non-transferable personnel while in others sales
persons are assigned to territories considered suitable to them. Coming back to the
general rule however, the sales management will try 1o aghieve optimum territorial
arrangement which would result when the incremental sales per rupee of sales
expenditure are equated for all territories.

Let us ty to understand, through an 1llustrauon how, in differcnt situations, redes*lgn.mg
relocation may have implications for profit contribution.

Consider Situation I: Where the sales potential of the territories is equal but the
salesmen differ in their abilities .

Territory Sales " Selesmen to Ability ) Expected® Expecied
potential be assigned index sales _profit contribution
(20% of sales)
1 Rs 20,000 X 1.0 20,000 4000
2 Rs. 20,000 Y 0.7 14,000 2800
3 Rs. 20,000 Z 65 13,000 2600
Total Rs 60,000 47,000 9400

* Expected sales per temmitory are obisined by multiplying the sales potential with the ability index per sales person,

Now consider Situation 2 : Where the management in order 1o improve profit
contribution redesigns sales territories and allocation, so that, the sales potential of the

Sules Organtsaiine

= tR i T T e




Planning and Contrel
af th: Sales Effor:

territories varies directly with the abilities of the sales personnel. The mml potential shll
remains the same.

Terrllory Sales " Salesperson  ‘Rbiity Expected . Expected
potenlial - =ssigned index sales profit contribition
- (20% ol sales)
A 25530 X 1.0 25530 5106
B 17870 Y 7 12509 2501.8
C 16600 Z 65 10790 2158
Total 60000 ) 48829 9765.8

We see that redesigning territories g0 that territory potentials are proportional to the
abilities increases the profit contribution from Rs. 9,400 to Rs. 9765. 80. We have made
an a.ssumpuon that the ability index of sales personnel remains the same regardless of the
territory in which they operate, which may not be true. Sales personnel have different
effectiveness in different termitories depending upon their adjustment to the environmental
conditions in the territories. In case the change, in effectiveness, with different

relocations is appreciable, the management may find the relecation task considerably
mere complex, trying to arrive at an- -assignment pattern which would maximise total
profit contribution. Linear programming and computer programming is then utilized 10
solve the assipnment prablem.

Routing the Sales Force )
After management assigns territories, a formal pattern has to be established for sales
representalives to follow as they go through their territories. This pattern is usually

refiected on  map or list that shows the order in which each segment of temitory is to be

covered. It does not mean that routing is done only at some executive level, often firms
ask its sales people to prepare their own route schedules as part of their job.
Activity 4

Analyse any two sales orgamsamns which have developed sales territories and try to
find our

a} What are the basic control units and-how were they determined?

b} How was the sales porential in these units estimated?

¢}  What method was used o delermine basic termitory?

d)  How were temitories assigned to sales personnel?

o
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14.7 FIELD SALES ORGANISATION

In most oompmijes utilizing direct selling to retailers or consumers the development of a
field sales organisation, sooner or later becomes a necessity. A field sales organisation
consists of all saleés personnel working away from the head office, and would include the

" travelling salesman, the sales supervisors, the branch and Area Managers as well as the
support staff in these branch and area offices. The major purposes of setting up a field
sales organisation are more adequate market coverage control of sales expenses. Better
coordination with regional requirements, and in case of new products, more vigorous
market cultivation.

14.8 - SPECIALISATION IN A FIELD SALES
ORGANISATION

The ficld sales forces are typically organised on the basis of geographic, customer or
productwise specialisation, with many salés organisations combining customer and
product specialisations with geographic territories.

Geographic Specialisation : The most common pattern of organising a sales force is by
geographic temitories where sales personnel are assigned to a specified geographic area, -
and will sell only to customers in that area. For example Figure 4 shows the field sales
organisation of Food Specialities Limited, where the whole of the country has been -
divided into four areas and put in charge of Area Sales Managers. These areas

. rcpresenung North, South, West. and East regions are Delhi, Madras, Bombay and
Calcutta. These major divisions are further divided into smaller geogmphxcal territories
which are covered by Area Sales Officers. The area sales officers have in tum reporting
to them area sales representatives who look. afier customers in the specm'c area assigned

o them
Marketing Manager for India
|
Sales Mansger for [ndia
) |
I | | : I
Arca Sales Area Sales Area Sales Area Sales
Mgr., Delhi Mgr., Madras : Mgr, Bombay Mgr.. Calautiz
I : :
Arca Sales Officer
I
Arca Sales Representatives

Fig. 4: Geographic Specialisation of field sates organisation

A major advantage which characterises the geographic organisation is that the sales
persontiel usually have a smailer area of operation than in the other organisational
schemes and over a petiod of time get to know their customers and markets intimaely
which can lead to intensive market cultivation. The organisation becomes more
responsive fo local needs. The geographic organisation is generally a fl4t rather than tall
organisation and the shorter lines of communication make for greater effectiveness of
supervision and control. Another advantage that follows is that travel time and expenses
can be reduced if call pattemns are properly devised. On the other hand, because of
multiple offices being set up, administrative expenses and the burden of coordinating the
sales activities of a widespread organisation become heavy. Geographic organisation is
gererally more effective when the product line is not too wide or consists of relatively
simple, non-technical products.

The disadvantage with geographic specialisation is that the sales persons need to be
responsible for the entire product line in their territory and they may not be equally -
knowledgeable about all products. Further within the territory, they may choosc o
concentrate on products and customers that are easy prospects.

Product Specialisation : Product specialisation is usually called for when the product
line is large and diverse or when the products are technical enough to warrant specialised 3!
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applications knowledge, or when adequate technical knowledge iy an important
determinant of successful selling. Product specialisation is generally combined with
geographic territorisation at the higher levels, while at the level of the field operators,
diffcrent salesmen may be assigned 1o specific product lines. Instead of selling the entire
product line in a specific territory, a salesperson assigned to a particular product/product
group, will sel! anly that product to the customers in that area. Given below is the
example of a company selling office equipment ranging from typewriters to computers.
The initial geographic division is followed by product specialisation at the field
persannel level.

Sales Manager for India
I
Regional Manager (North)
!

Arca Manager {Statewise) -
| .
| | | { . i
Sales person Sales person Sales person Sales person Sales person
office intercom LypewTilers calculalors pholocopiers minicompulers
system

Fig. 5: Product Specialisation of the Field Seles Force

In the above example since the product line is both technical and diverse, it is not
possible for one sales person to acquire enough technical knowledge to sell the entire
product line successfully. Product specialisation, as shown above would allow 1he sales
personnel Lo specialise in their respective product lines which in turn would result in
more effective sales performance. Customer queries and sales resistance can be handled
more effectively on account of intensive product knowledge. On the other hand, each
salesman in the above example would have 1o tour the entire state, which would result in
higher travel lime and expenses. -

Even when the product line is not too techaicat but the product range is wide enough,
organisations find splitting the sales responsibility productwise a more effective
ammangement. Al Dabur, which produces a very wide range of health and personal care
products the sales organisation has initially been divided geographically but the field
operators have been given charge of different preduct groups. The company has divided
its product line into two major product groups i.e. health care products and family use

products. Even though two salesmen may be assigned to the same territory, each will be -

responsible for only the product group assigned. to him. The sales organisation is given
below in Figure 6.

National Sales Manager

l
[ o | | 1

Regional Sales RSM {Bihar) RSMUP.) RSM {(Nonth) RSM(M.P.)
Manager Eastemn Delhi, Punjab
Region Rajasthan

1

f

Area Managers (Statewise)
|

Field Sales Supervisor

Sales Representarives
l
I |
Health care Family Products
Products

Fig. 6: Product Specialisation in Sales Organisation

Organising the sales force by product specialisation generates additional expenses which
should be carefully weighed against the benefits of such a structure, There is an obvious
increase in wavel and administrative expenses. There is some duplication of effort also
as (wo salesmen from the company selling different products in the same territory may
call en the same customer o which many: customers may object.

Customer specialisation : Customer specialisation is practiced in sitations when
almost ideatical products are marketed to consumers each of which may present a




different set of selling problems. In this kind of organisationel scheme each sales person . Sales Organtsation
sells the entire product line to the selected buyers. The sales organisation of Modi Xerox,

2 manufacturer of photocapiers is organised by customer speciaiisation. As the figure

below shows, each Branch Sales Manager controls 3 Sales Managers — Major Accounts

who in tum have reporting to them Major Account Managers. Each Major Account

Manager is given the charge of a certain number of customers (accounts) and is supposed

to service all their reamremem with respect to the-company’s products.

Sa]e‘s Manager for Indi

Regionzl Manager
Branch Sales Manager
| | |
Sales Manager Sales Manager . Sales Manager
Major Accounts Major Accounts Major Accounts
I .
[ f I

Mejor Account Major Account Major Account
Manager Manager Manager

Fig. 7: Customer Specialisation In Sales Organisation

Customer specialisation enables the sales persons to become more knowledgeable about

. the unique problems and needs of each group of customers. A customer oriented sales
foree is consistent with the marketing concept with its increased emphasis on consumer
satisfdction. The greater market specialisation developed as & result of constandy
working with the same set of consumers imparts a degree of professionalism to the sales
task and has been found to result in lower tumover of sales personnel. :

The main d'i'sadvanlage of this form of specialisation is that geographical territories may
typically overlap. There may be a number of the company™s representatives covering the
samne geopraphical area, but serving different customers, often resulting in higlier casts.

Geographic, product and customer specialisation present the basic approaches to

’ organisalion structure. As is evident from some of the examples given above quile a high
proportion of organisations use a combination of these basic types, in order to achieve a
sales organisation that most efficiently serves the needs of their target customers. :

Activity 5
Study cne sales organisation each with product specialisation, geographic specialisation
and customer specialisation. Analyse and discuss.

a) Which factors resulted in the choice of this particular type of spec_jsﬁisaﬁon in each case?
r

b) Whal are the specific benefits that the firms derive from their respective sales force
specialisation?
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149 ROLE OF THE SALES EXECUTIVE

After going through the section on sales organisation, you are now aware that within the
marketing organisation, the sales operations are usuaily put uader the charge of a sales
_executive, Depending upon the orgenisation practice this position may be given different
nomenclatures viz. Vice President Sales, Sales Manager, Corporate Sales Manager,

National Sales Manager or Sales Executive. This section on role of Sales Executive is -

designed to give you an understanding on the type of responsibility the sales executive is

expected to underiake in an organisation.

Sales management function in an organisation is mainly concerned with the attainment of
goals related to sales volume, coatribution to profits and sustained growth of the
cormpany. The sales executive who is in charge of the sales operation carries the mzjor
burden of this responsibility and is expected to make a significant contribution 1o these
general objectives. . C

The American Management Associatioffs definition of sales management,given beiow,

gives 2 fair idea of the scope of the role the sales executive 15 expected to play in an
enterprise, with respect 10 the sales force management

“Sales management is the planning, direction and control of the personal selling activities -

of a business unit including recruiting, selecting, training, assigning, routing, supervising,
paying and motivating as these tasks apply to the personal sales force.,”

Present day sales managers however have considerably wider responsibilities than merely -

personnel related ones. Within and outside the organisation, they ere respornsible for
managing the entire sales effort and coordinating it with related marketing activities as
well as the averall marketing strategy. Internally, the sales executive is expected to
structure formal and informal relationships to ensure effective communication within the
sales department as well as with other organisational units. C

Outside the company he is expected 1o develop and coordinate effectively with
distribution network, and serve as a contact for external publics ard customaers.

As a line executive in charge of a vital operation, the sales executive is responsible for
timely preparation of information critical to marketing decisions related to budgeting and
cost planning. Depending upon the corporate policies which may vary over organisations,
sales executives are also expected to participate in decisions on promotion planning,
distribution channels and pricing. A sales executive therefore acts both as an operating
manager and & member of the strategic planning group in the organisation.

The role and functions of the sales executive have undergone a marked change over a
period of years. Through your exposure to Unit 1. Block 1 of MS-6 you are familiar with
the changes in markéting orientations vis-a-vis the stages of economic development.
With the changing orentation to marketing, the top management’s conception of the
sales job has undergone a change and accordingly the role of the sales executive has also
been shifting. Some of the factors, apart from the changing markeling orientation,
affecting this trend are greater concern over personal development of salesmen, a higher
degree of professionalism in personal selling and the greater use of computers in sales
management. Table 1 gives a representation of the changing emphasis in sales
management in this century,

Table I: Changing Emphasis in Sales Management

1910-1930 1940-1950 1960-70 " 80 onwards
Business response 1o Production Sales Begiming of Marketing
perceived dominant ofientarion crientation marketing orentalion
environmental condsuions oricntation
Emphasis in manage- Personality ant Systemalic Professionalism Personal fulfiiment
ment’s conception of salesmanship coordination with
the sales job (also referred as total marketing task
scientific) sales-
manship
Emphasis of sales Tight supervision  Broadening Strategics and Totz] human
management and control responsibilities profits resouree
development

Source : Adapied from Leslie M. Dawson “Towards & ncw concept of Sales Management in Moden Marketing
and Sales Management” ed. MK Singh. Anant Mahadevan, Discovery Publishing House, 1989,
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Functions of the Sales Manager .

This changing emphasis in the role of the sales manager has implications for nearly all
the aspect of his personnel related as well as other responsibilities. Let us brifly discuss
the functions performed by a sales executive. The sales executive basically performs two
distinct kinds of functions the operating functions and the planning functions. Figure 8
below gives the list of these functions,

Sales Execupive
I
[ . -1
Operating Functions Planping Funclions
A Management of the sales force a  Sciling the sales objectives
Lo b Designing tne sales program
1 Regquitment ¢ Fomulating saies policies
2 Seloction ) d Designing and developing the
3 Training sales orpanisation
4  Development ¢ Parficipaiing in the Marketing
5 Compensation planning funclion
6 Motivation
7 Direciion
8 Control
9 Termilory Management
B Esmblishing working relationship
with other departmental heads
=" Esablishing communicarion sysiems

both uprward and downward
D Establishing relationship and disributive network

Fig. 8 ;: Functions of a Sales Manager

The relative emphasis given to the operating and planning function by a sales executive
varies acToss:organisations. Some of the determinants of the allocation of his time
between the two.types of responsibilities are the size of the company, the type of product
and the top management's expectations from the sales executives. Generally the smaller
the size of tie company, the greater the tendency on part of the sales execulive to devole
more time to the operating function. In case of industrial products, operating functions
take up a greater part of the sales executives time while the trend is reversed for
consumer goodds. Again, the extent to which the top management expects the
participation of the sales executive in the strategic marketinig planning also affects the
time spent on the planning functions.

You will study the operating and pla: ning functions of the sales executive in detail in
Units 4, 5 and 6 of Block 2 of this course. Here let us discuss the role of sales manager
as a coordinator, which is one of the important aspects of his position in the organisation.

Sales Manager as a Coordinstor

In order to be effectively discharged, the sales function needs to be closely coordinated
with related functions like pricing, promotion and distribution. An important
responsibility that the sales manager has is to coordinate personal selling with the
functions so that the overall marketing programme may be made more effective. Let us
briefly discuss the coordination function of the sales executive.

Coordination with Promotion Maziagement

Though sales managers are not directly responsible for designing the promotional
policies, they provide valuable inputs in their formulation. Coordinating the promotional
functions with the activities of the sales organisation is imperative because not only are
the two functions interdependent, the sales executive is also responsible to quite an
extent for the implementation of the promotional programmes. Sales personnel have (o be
responsible for coordinating dealer effects with advertising programs and for getting their
cooperation for point of purchase displays,

~The sales executive must also ensure that sales personnel are fully informed about the
latest advertising and other promotional campaigns so that they can maximise the total
promotional effort. Further, the role of personal selling, an important ingredient of the
promotional mix needs to be coordinated with the rest of the promotional mix elements

 Sales Organisation
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in teqms of total promotion cost and the expectation from personal selling. In pamcula.r
advertising efforts needs to be sy'lch:msed with personal selling, to enable the latter to
-capitalice on it.

Coordination with Distribution Channels

You have already read about the interdependence of sales and dxstnbuuon function in
Unit 1 of this Block. The important areas of dealer activilies which need to be
coondinated with the sales effort are: gaining distributicn support and overcoming
obstacles to product distribution, ensuring dealer identification, reconciling sales and
distribution goals and sharing promotiona! tasks with the dealer, Even if advertising of
the product has been successful in creating a pull for the company's products,-no sales
will result if final buyers do not have information on the local outlets that stock the
product, Dealer identification becomes even more crucial in case of new products.

The perception of business goals may differ between the channel members and the
manufacturing organisation and this may lead to conflict between the two entities.
"Through coordination between the activities of the dealer and those of the organisation,
sales executives can prevent this conflict to a certain extent. Regular sharing of ’
information with the middlemen regarding the company programmies and policies, goes a
long way in reducing disharmony. Similarly, by making the information ebout dealer
activities and needs available to the organisetion, the sales executive can ensure that the
organisation wil! be in a posmon to render promotional and other assistance to the
middlemeri.

Coordlnaﬂouwilhthel’rkingl?hndion

“Though the sales manager’s role in formulating pricing pohcm is only advisory, he is -

responsible for the implementation of the pricing policy. As price is an important
variable affecting sales, all price changes need to be coordinated with sales policies as
well as with related areas like distribution. The sales éxecutive because of his intimaté
knowledge of the market and market behaviour, becomes an important source of
information when changes in pricing policies are being planned. On the operational side,
compcnsam:lg changes in the marketing mix need 10 be made to offset the negative
impact of the price*change: the advertising campaign may need 1o be changed, sales
presentations may need to be altered, even packaging may need to be changéd 1o justify
the price rise. In order to make it a coordinated effort, however, the sales executive
would need to coordinate the personal selling activities with the pricing changes and its
resultant effects. -

Activity 5
Talk to sales executives of five organisations, at least two of them manufacturing
industrial producis, and study them to find out

a) What are their operating and planning functions?

b) Does the proportion of time executives seem 10 allocate io planning and operating
functions differ with their organisations? If yes, what do you think are the determinants
of this variation?
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) What is the nature of the coordinating responsibility thut the sales executive has in these Sales Organlsation

arganisations?

14.10 SUMMARY

. Sales management performance depends in part on the effectiveness of the sales force
organisation. The organising process seeks to accomplish three basic tasks.

1 Identifying sales force goals and objectives
2 Assignment of specific tasks and responsibilities
3 . Integration and coordination of these activities with other functions in the firm.

In this unit, we have discussed the need for sales organjsation and the process of
developing iL The basic types of sales organisations and the different specialisation of
the «ales force have also been discussed. The unit also gains an exposure to Lhe design
and! development of sales ‘territories. The last section deals with the role of the sales
 executive in a sales organisation.

14.11 KEY WORDS

Span of control : The number of employees who report to an individual at the next higher
level in an organisation.

Line organisation : The simplest form of organisation structure where every superior has an
authority (o command his subordinate.

Line and staff organisation : The organisation structure which is characterised by some line
executives who are given the authority to order and some staff executives who have an
advisory role to play. -

Functional organisation : An organisation structure where an individual receives
instruction from different specialists on different aspects of his job.

Ten:itory : The geopraphical area a sales person is assigned to cover.

Routing : Veciding the formal pattern of travet the salesmen are expected to follow.

14.12 - SELF-ASSESSMENT QUESTIONS

1  Discuss the process of developing a sales-organisation. What are. the factors which affect
the size of the sales organisation?

2  Analyse the factors that favour centralisation of sales aclivities.

3’ What are the relative advantages of a line sales organisation and line and staff sales
organisation?

4 What are the bases used to design sales territories?

"5  How can redesigning territories or reallocating lerritories affect total profit contribution
from sales territories? '
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14,13 FURTHER READINGS

Richard R. Stiil, E.W.  Cund:ff, N.A.P. Govonr, 158, Sales Management: Decisions,
Strategies and Cases, Prentice Hali of Indiz Pvt. Lid.: New Delhi.

. Willian J. Stanton and R.Y}. Buskirk , 1987. Maragement of the Sales Force, Irwin

Homewood: Tilinois.

Henry Mintzberg, 1979. The Structure of Organisations, Frentice Hall: Englewoods
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‘UNIT 15 SALES FORECASTING AND SALES QUOTAS

Objectives
After studying this unit -you should be able to :

suggest the imporance of sales forecasting and sales quotas for territory management

]

® describe some of the managerial issues concerning sales forecasting

®  explain the importance and types of sales quotas, and how they are established
® discuss some of the attributes of effective sales quotas.

Structure

151 Sales Forecasting — Introduction

152  Sales Forecasting : A Quick Recapitulation
153 Managing Sales Forecasts

154 What to 'do When Sales Forecasts Differ?
155 Monitoring the Sales Forecast

156 Sales Forecasting for New Products

157 Sales Quotas — Meaning and Imporiance
158 Why Quotas? - . ’
159 How Quotas are Set?

15,10 Atiributes of a geod Sales Quota Plan
1511 Summary

1512 Key Words

1513 Seclf-Assessment Questons

15.14 Further Readings

15.1 SALES FORECASTING - INTRODUCTION

The following discussion on sales forecasting is an extension of Unit 6 of Ms-6 on sales
forecasting. Besides a quick: recapitualation of the aspects covered in the referred uni,
managerial practices of relining the sales forecast are piven next. This is followed by
discussion on sales forecasting for new products.

15.2 SALES FORECASTING : A QUICK
RECAPITUALATION

Sales forecasting is an estimation of projected sales for a time period. Simply speaking, the
process of sales forecasting involves reviewiuy, performance, history of the product or service,
and relates it to the marketing and salez effort of the firm within the anticipated market
environment (ecénomic, competitive, technoloeical, public policy eic.) and buyer behaviour.

Sales Forecasts are time span related and therelore are termed as, short term {orecast —
covering time period of upto a year, medium term forecasts—{or a time period of around five
years. The exact time period for which a forecast is developed is dependent on the produzt/
market characteristics as well as the purpose for which it is developed and hence may very
from company to company. Notwithstanding thus the longer the time span covered, the more
qualitative will be the forecast, and the shorter the time span covered, the more quantitative
the forecast. ’ ‘

»
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Time series (trend fitting, moving average), corrleations and regression, customer/
dealer surveys and executive judgement are the most commonly used methods for
preparing $ales forecasts. The selection of the appropriate forecasting method(s)
depends upon (i) its purpose (ii) availability of reliable and relevant data and

{iii) market conditions. For increased usefulness, the overall sales forecasts should be
broken down by product, month, temitory, geographma.l area, and segmentwise as per
the needs of the company.

15.3 MANAGING SALES FORECASTS.

The pay off of sales forecastingrlies in the accuracy of the forecasts made. Since the
attainment of sales forecasts requirg, “the deployment of resources in its anticipation,
the manager must do his best {o make the forecast come true. Evaluation of the
approach and methods -used for sales forecasting as well as monitoring of the actual
and its comparison with the estimated performance form part of the regular activities

. of the manager.

15.4 WHAT TO DO WHEN SALES FORECASTS
DIFFER?

Many a firms in order to minimise the error factor in sales forecasting, use multiple
experts and approaches. At times this results in varying levels of sales forecasts under
the circumstance, the manager may examine the differing [orecasts by :

- Probing into the methodology of sales forecasting adopted by different experts.

Looking into definition and scope of the terms used in the construction of the
forecast.

Pooling of wisdom of the experts and arriving at the most agreeable level of
“forecast -

Conducting retrospective — prospective analysis of the suggested levels of sales
forecasts using fine tuned historical data and executive judgement.

Experience brings out that the sales managers who have detailed market knowledge,
and their companies the comprehensive marketing information system providing data
on product, customer and segmentwise basis of their competitors sales, succeed in
making more accurate sales forecasts.

15.5 MONITORING THE SALES FORECAST

As the sales realize for the operating period these should be monitored at a regular
periodicity. The unfolding of market reality often creates the need to adjust the sales
forecast. Business prudence desires that in the case of annual sales forecast, these be
thoroughly reviewed at least on a quarterly basis and if need be correcled loo. A
similar review on an annual basis in the case of long-term forecast is felt necessary.
In the process of carrying cut correcticns in Lhe sales forecast emphasis should be Laid
on diagnosing the causes warranting such comections so that the accuracy level of
sales forecasts be improved. In any case a strong justification must be made for
modifying the sales forecast so that suitable adjustment in the marketing and sales
strategy be also carmied out

15.6 SALES FORECASTING FOR NEW PRODUCTS

Unlike the established products, forecasting of the sales for new products is more
difficult Depending upon the degree of similarity/dissimilarity with the existing
products, sales forecast for new products are based on*:

— Past records and experience
— Study of competing product's demand
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— Market research findings
~ Test market resulls.
" Demand behaviour of subst.m.lte products and rate of substitution.

In addition, sales curve of such a new product in foreign markets and its analysis on a
product life cycle basis provides meaningful insiphts.

In the case of a totlally new product, a close watch on the acrual sa.les alongwith the
experts opinion, lessen to some extent,the otherwise impossible task of developing -
reliable forecasts for such products.

Aclivity t
Check whether the followmg statements are true or. false :

Statement True/False

1) A firm's sales potential and its sales forecast are
normally identical Ll e
2) Projecting past sales is towally unreliable for use in sales
forecasting e
3) The key limitation of all past-sales projection methods
lies in the assumption that past sales history is the sole
factor influencing future sales .

4) Deriving a company sales forecast from an industry sales
forecast requires an appraisal of company strengths and
weaknesses against those of competitors

5) Sales forecast of totally new products can be developcd
with equal degrec of accuracy as of established
products e

Check Your Answers
1 {True), 2 (False), 3 (True), 4 (True), 5 (False) .-

15.7 SALES QUOTAS - MEANING AND IMPORTANCE

A sales quota is a quantitative goal assigned to a sales unit relating to a particular
time period. A sales unit may be a sales person, territory, branch oflice, region or
distributor. Sales quotas are used (o plan, control and evaluate selling activities of a
company. They provide a source of motivation, a basis for incentive compensation,
standards for performance evaluation of sales person and uncover. the strengths and
weaknesses in the selling structure of the firm. Fer example, a company
manufacturing electronic office equipment discovered that il took twice as long as to
sell an electronic typewriter than to sell other similar products in the product line.
Since the electronic typewriter was considered more important by company, quotas
on the electronic typewriter were sct for each sales person. The result was that a
sales person in a control group having a rigid electronic typewriter quota outsold the
uncontrolled quota group. This example shows that generally speaking sales persons
are quota achievers and their motivalion may fall off if easy or no quotas are set for

them to achieve.

15.8 WHY QUOTAS?

Sales quotas serve several purposes. The principal purposesinclude.

Providing Goal and Incentives : Quolas provide sales petsons. distributive outlels
and others engaged in the Selling activities, geals and incentives to achicve certain
performance level. Many companies use quotas to provide their salesforce the
incentives of increasing their compensation through commissions or a bonus if the
quota is surpassed and/or recognised _for supenor performance. Needless (o mentic

Sales Forecasting and

Sales Quolss
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to be true motivatars sales quotas, sel should be perceived as being realistic and
attainable,

Controlling Sales Persons Activitles: Quotas provide an opportunity to direct and
control the selling activities of sales persons. Sales persons are held responsible for
certain activities of customer per day, calling on new.accounts, giving a minimum

number of demonstrations and'realisation of company's account. If the sales person

" fails to attain these quotas, the company can take corrective action to rectify the

mistake,

-Evaluating Performance : Quotas enable the company to evaluate performance of

its sales person, territory or distributive network. Performance apainst quotas also
helps identify the strong and weak points of the sales persons.

Controlling the Selling Expenses : Quotas are also designed to keep selling expenses -

within limits. Some companies reimburse sales expenses only upto a certain
percentage of sales quota. Other tie expenses to the sales person’s compensation in
order to curb wasteful spending. Expense quota helps companies to set profit quotas.

Making Effective Compensation Plan : Quolas play an important role in the
company’s sales compensation plan. Some Indian companies follow the praciice that
their sales person will get commission only when they exceed their assigned quotas.
Companies may also use attainment of the quotas in full or in part as the basis for
calculaling the bonus. If the sales person does not reach the minimum desired quota,
he/she will not be entitled for any bonus. T :

TIT I TS T

159 HOW QUOTAS ARE SET?

Having undersiood the meaning and usefulness of sales quotas let us now learn how
quotas are ser ’

There are four types of quotas =

i) Sales volume quota_

ii} Financial quota

iif} Activities quota

iv) Combination of the above quotas.

These quotas zlongwith the approach used for their determination are discussed
below: .

Sales Volume Quotas: The most commonly used quotas are those based on sales
volume. This type of quotas are set for an individual sales person geographical areas,
product lines or distributive outlets or for any one or more of these in combination.
Sales volume quotas are also set to balance the sales of slow moving products and
fast moving products or between various categories 'of customers per sales unit. The
sales volume quotas may be set in terms of units of product sales, or rupee sales or
both on overall as well as productwise basis. Some comparies combine these two and
set quola on “Point™ basis. Points are awarded on the attainment of a certain specific
level of sales in units and rupee-terms for each product/customer. For example : A
company might consider Rs. 1000 equal to 1 point, Rs. 2000 equal to 2 points and so
on. At the same time company may award 3 points for unit sales of Product A and 5
roints —~ for unit sales Product B. Companies use this type of approach generally
because of problems faced in implementing either Rupee sales volume or unit sales
volume quota. Unit sales volume quotas are found useful in market situations where

the prices of the products fluctuate considerably or when the unit price of the product

is rather high. Rupee sales volume quotas are found suitable in the case of salesforce
selling multiple products to one or diflerent types of customers. '

Methods for Setting Sales Volume quuta-s i

Past Sales : One of the earliest metliods of setting sales volume quotas is to base
them solely on past sales experience. The method in this case would be to determine
the percentage by which the company’s market share is expected 1o increase and then
add this into last year's quota. For example, if a company expects an increase of 8
per cent this year then the new quota for each marketing unit would be last year's
quota plus 8 per cent or 108 per cent of last year's quota. This method assumes that
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the preceeding year was 2 typical year, and if not, it suffers from the limitations of Sales Forecasting and
being based on unrealistic figures. An improved method is to take the' averagé of say . Sales Quotas -

past three years and then add to it to the planned rate of growth

Total Market Estimates: The other method is to derive sa.les quotas from the total-
market size estimates made by the company for the year. Two approaches are used to
arrive at such market estimates. One approach is to estimate the market size in-an
ageregate manner as per the data available as well as the judgement of the executive
at the head office. The other is to build estimates based on projections made by the
field staff at each territory office of the companijes. In either case the market estimates
need moderation to be realistic as well as to match with the company’s sales
objectives.

Financlal Quotas : Financial quotas are determined to attain desired net profit as
well as to control the sales expenses incurred.

Net Profit Quota: Net profit quotas are particularly usefu] in multiproduct
conipanies where different products contribute varying level of profits. It emphasises
on the salesforce to make right use of their time. The following figure clearly depicts
a selling situation in which a sales person optimally balance their time between high
and low profit yielding products. Let us look at the following figure.

Figure 1

Ratio of Sales Volume Lo Net Profit

Yalume per Net Profit

month per month
Product Sales Price  Profit Margin - Mr A Mr. B Mr. A Mr. B

per unil per unit { %) ’
Product X  Rs. 200 Rs. 140 (70%) 20,000 60,000 14,000 42,000
ProduclY  Rs. 100 Rs. 40(40%) 35,000 25,000 - 14,000 10000

ProdutZ Rs. 50 Rs. 10(20%) 75000 10,000 114,000 2,000
125,000 95,000 42000 54000

This figure illustrates how important it is for the management to ensure that its
sales persons do not spend more time on less profitable products, because the sales .
persons are costing the company the opportunity of earning higher profits from their
high margin products. In other words, it shoutd ensure that its sales persons spend

_ their maximum time on more profitable customer. The objective can be achieved by
setting a quota on net profit for its :salesforce ; and thus encouraging them to sell more
of high mergin products and less the low margin products.

Expense Quota: In order to make the salesforce conscious of the need to keep
selling costs within reasonable limits, some companies sel quota for expenses linked
to different levels of sales attained by their salesforce. And lo ensure its conformity
they even link compensation incentives to keeping expenses within prescribed limits.
Since sales are the result of the selling tasks performed which vary across sales
territories, it is not easy to determine expense quotas as percentage of sales in a
uniform manner. Also very strict conformity to expense quota norms result in
demotivation of salesforce. As such expense quota is generally used as a supplement
to other types of quotas.

-Actfvity Quotas : Good performance in competitive markets requires the salesforce
to perform the sales as well as market development related activities. The latter
activities have long term implications on the goodwill of the firm.

To ensure that such important aclivities et performed, some companies set quota for
the salesforce in terms of the various selling activilics to be performed by them

within a given periodicity. Finally the company rust set a target level of performance:

for the sales persons Some of the common type of activity quotas prevalent in Indian
companies are as,under:

I Sk
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Figure 2
Common Types of Acilvity Quotas .

@ Number of prospects called on

@ Number of new accounis opened

@ Number of calls made for realising company’s sceoant
® Number of dealers called on

® Number of service callks made

® Number of demonstrations made

The chief merit of activity quota lies in its ability to direct the salesforce to perform
the *““urgent” selling activities and “important” non-selling but market development
related activities in a balanced and regular manner.

Comblnation Quotas : Depending upon the nature of product market selling tasks
required to be performed as well as selling challenges facing the company, some
companies find it useful to set quotas in combination of the two or three types
discussed above, Rupee sales volume and net profit quotas or unit sales volume and
activity quota in a combined manner are found in common use in a farge number of
consumer and industrial products companies in India.

Activity 2
A) Check whether the lollowing statements are true or false ;

Statement True/False

1) Quolas are quantitative objectives ass:gncd o specific

salcsunits ...

2) The only ingredient necessary for effective quotas is .

sound executive judgement e e

3} Usually, the smaller the selling unit for which a quota is
set the more effective it is as a device for directing and

controlling sales operations ...,

4) One reason for not using quotas is that the product is in

suchshog supply . .

5) Activity quolas are appropriate whcn sales personnel

perform important non-selling activitics e e

B} Tick the most appropriale answer

I)  Financial quotas are particularly appropriate when:
1)  Management wants to emphasize the inspirational value of quotas.

2} added sales volume is oblainable only at greatly increased cost.
1)  sales people perform important non-sclling duties
4) new preducts arc being introduced.

1) Sales velume quotas specify the sales ievel management expects to attain
vnder:

a) the worst possible circumstances

b) the most {avourable conditions
¢) somewhalt less-than-ideal conditions

d) the averape conditions existing in the past.

0onoo

1Ty If it is imponant for a company to maintain contacts with the customers
who buy infrequentiy but in large quantiues. Serious consideration shouii
be given 1o using.......ccoeue. quolas.
a) sales volume N
b) expense
c) net profit
d} actvity .

IV) Which of the following is NOT a reason for setling and using quotas.

a) to motivale desired performance a

oaoao
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b) to provide morz difeclive budgetary control O o . " Sales Forecasting and

c) 1o guarantee the attainment of objeclives . o- - Sales Quotas
d} to provide quantitative performance standa.rds |
V) One of the crudest procedures for setting sales volume quotas is to base
- them solely on
a) past sales expericnge O
b} expenses O
c) the sales forecast O
d) the market potential O

Check Your Answers
A} 1 (True), 2 (False), 3 (True). 4 (True), 5 (True)

B) 1(b). 2(c), 3(d), 4(c}. 5(a)

15.10 ATTRIBUTES OF A GOOD SALES QUOTA PLAN

Usually, the sales departmenl is responsible for estabhshmg the sales quota, and no review or
approval of a higher executive is needed. Within the sales organisation, the task may rest with
any of several executives, depending on the size of the company, the degree of centralization
in the sales force management, and the method used to determine the quotas. 'The chief sales
executive may be responsible for setting the total company-quota, but the individual
breakdown may be delegated down through the regional and branch district managers. Or
territorial sales potentials may be given to the branch or tertitory managers, and they set the
salesmen’s quotas.

There are scvcra.l characteristics of a well-designed quota structure. Maﬁy of these attributes
are the same attributes found in good compensation plans, territorial designs, organisational
structures and other aspccls of sales management.

Realistic attainability : Ifa quota is to do jts intended job of spurring a man ta the efforts
management wants, the goal must be realistically attainable. If it is too high or out of reach,
the salesmen may loose initiative. .

Objective accuracy: cha.rd.lcss of whether a firm is using volume, profit, expense, or activity
quotas, they should be related to potentials. Obviously, executive judgement is also required,
but it should not be the sole factor considered. If the men are to have faith in the performance
goal they must be convinced it was set impartially and based on factual, qualitative market
assessmient.

Ease of understanding and administering: A quota mustbe simple and easy for both
-management and the sales force to understand. A complex plan probably will cause friction
and make the men resentful and even SLISPICID'IJS Also, from management’s point of view, the
system should be economical and cost effective, to administer.

Flexibility: No quota ordinarily is a good one unless (here is adequate flexibility in its
operation. Particularly if the quota pericd is as long as one year, management may have o
make adjustment because of changes in market conditions. At the same time, caution must be
exercised to avoid unlimited flexibility, which m.ay result in confusion and destroy the ease with
which the system is understood.

Fairness: A good quota plan is fair to the men involved. As much as possible, the work load
imposed by quotas should be comparable, but this does not mean that quotas must
necessarily be equal for all men. Differences in potential, competition, and salesmen’'s abilities
exist and, therefore, the performance goals may not be comparable by absolute measures. They
can be compared but only in relative terms. '
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15.11 SUMMARY

Reléting Sales Forecast to Sales Quota

A sales forecast constitutes a critical component of the sales planning task of the company. To
do this with desired accuracy, a detailed market knowledge and the existence of the
comprehensive marketing information systern are required.

Development of sales forecasts on product, segmeat, customer and geographical area bhasis
enables a company to keep sales as planned. This lead to establishments of a quantitative
goals relating to an identified sales unit for a specific period to time. The sales quotas also
determined facilitate the carving of profitable sales territories and their management in the most
in the most productive manner. .

15.12° KEY WORDS

Sates Forecast : An estimate of Rupee or unit sales for a specified, fature period, undera
proposed marketing plan or period.

Market Potential : The expected sales of a commodity, a group of commodities, or a service for
an entire industry in a market during a stated period. -

Sales Potential: The share of a market polential which a company expects to achieve.

Sales Quotas: The share of the company’s overall sales job, which is assigned as a
performance goal to some marketng unit in an effortto aid in the planmug, control and
evaluation of sales activities and effectiveness.

Finam:ial Quotas: Financial quotas are those which set for desired net profit as well as to
control the sales expenses incurred.

Sales Efficiency: A measure of performance to evaluate the relationship between sales volume
or value and individual and total selling cost. .

Sales Volume Plauliing: A means of allocatiny largets, expressed in quantitative terras, to
individual sales persons to achieve overall sales volume objectives.

Sales Targets: A pcl.'fo:mance standard against which the degree of achievement can be

measured. Targets are usually set on a geographical, product or customer basis in either selling
quantities or sales performance terms.

15.13 SELF-ASSESSMENT QUESTIONS

1. Discuss how sales forecasts and sales quotas relate 1o each other.
2. What are the distinct advantages of sales forecasting. In your opinion does {orecasting
helps even when there is d recession in the industry. Discuss,
3. Give a comparative account of various types of sales quotas and identify the attributers of
" a good sales quota plan.

15.14 FURTHER READINGS

William J. Stanton and Richard M. Buskirk, 1995, Management of the Sales Force, Butterworth.

Richard R_ Still, E.W Cundiff, N.A_P Garoni, 1998, Safes Management: Decision, Strategies and
Cases, Prentice Hall, New Delhi.
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UNIT16 SALESBUDGETING AND CONTROL

Objectives

After studying this unit, you should be ablé to:
. ® understand importance of sales budget and control in sales -management
® cxamine methods and approaches used for preparing sales budget

® discuss varipus methods of sales control.

Structure

161 Meaning and Importance of Sales Budpeting
162  Purpose of the Szles Budget

163 Methods of Sales Budgeting

164 Prcparation of Sales Budget

165 Budget Implementation and Establishment of Feedback Mechanism
166  Flexibility in Budgeting

167 Introduction and Purpose of Sales Control
168 Sales Control System

169 Methods of Sales Control

16.10 Marketing Cost Analysis

1611 Uscfulness of Marketing Cost Analysis
1612 Sales Management Audit

1613 Summary

16.14 Key Words

16.15 Further Readings

16.1 MEANING AND IMPORTANCE OF SALES
BUDGETING

A sales budget is a financial plan depicting how resources should best be allocated to
achieve the forecasted sales. The purpose of sales budgeting is to plan for and control
the expenditure of resources (money, material, people and facilitics) necessary to
achieve the desired sales ohjectives. Sales forecast and sales budpet are therefore
intimately related as much as that if the sales budget is inadequate, the sales forecast
will not be achieved, or if the sales forecast is increased the sales budget must be
increased accordingly. Sales budget by relating sales obtained and resources deployed
also acts as a2 means for cvaluating sales planning and sales effort. It aims at attaining
maximum profits by directing the emphasis on most profitable segments, customers
and products. D

16.2 PURPOSE OF THE SALES BUDGET

A sales budget generally serves three basic purposes.
1} Planning

2) Coordinating .

3) Controlling

1)} A Planning Tool : In order to achieve goals and objectives of the sales
department, sales manager must outline essential tasks 1o be performed and compute
the estimated costs required for their performance. Sales budgeting, therefore. helps
in profit planning and provides a guide [or action towards achieving the organisational
objectives.
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2) ‘An Instrument of Coordlnatlon .As we all know- se]hng is only oue of ths ,"’
important functions of merketing. To be effective it needs support from other elemeits
of the marketing mix. The process of developmg realistic seles budget draws upon
backward and forward linkages of selling with marketing and in turn brings about
necessary integration within the various selling and marketing functions, and co-

~ ordination between. sa]&s, finance, production and purchase function.

3) A Tool of Control : The sales budget on adoption becomes the mark against

“which actual results are compared. For exathple look at the following figure :

Figure 1
Budget Varlaces
(in 000 Rs.)
. Variance -
Budget Actual Favoumble  Unfavourable
Sales Rs. 7000 Rs. 8500 Rs. 1900
Expenees
Direct Selling 2500 2375 125
Sales promotion . 1500 1650 Rs. 150 .
Advertising 937 1075 "IR
Admimistrative 875 775 100 . '
Total expenses Rs. 5872 Rs. 5875 03
Profit ( before tax) " Rs.1128 Re 3035. 1897

The above figure is self explanatory and points cut to both the favourable and
unfavourable variance. The analysis of the factors causing variance engbles the sales
manager to quickly spot potential problem areas or better pIa.n for unexpected
outcomes such as higher than budgel sales.

The budget variance analysis approach thus helps in improving insights of sales
manager and enables him to refine and develop realistic sales budgets in future with
minimal variance.

I

16.3 METHODS OF SALES BUDGETING

A variety of methods ranging from the sales manager's gut feeling to application of
management science models are used for determining the sales budgets. The popular
methods are as under :

— What s affordable : This melhod is generally used by firms dealing in capital
industrial goods. Also, companies giving low emphasis to sales and marketing
function or having small size of o_p.eration make use of this judgemental method.

- Raules of Thumb : Such as a given percentage of sales. Mass selling goods and
companies dominated by finance function are major users of this method.

— Competitive parity: Large sized companies whose products face tough -
competitions and need effective marketing to maintain profits make use of this

method. The use of this method presumes lcnowledge of the competitors activities
. and resource allocation.

— Objective and Task Method : A systematic method help in detenmnauon of the
sales budget by identifying the objective of sales function, and then ascertaining
the selling and related tasks required to achieve each objective. Later, the cost of
each task/activity is calculated to arrivé at the total budget. The finalisation of the
budget may require adjustment both in the objectives as well as in the way the
task may be performed.

~ Zero based budgeting : It is relatively a new approach to budgeting. It involves

8 process in which the sales budget for each. year is initiated from Zero base thus
justifying all expenditure and discarding the continuation of conventions and rules
of thumb. The method suffers from practical limitations which relate to.a very
elaborate and time consuming process required by it
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In practice, companies make use of a ombination of the above methods and
depending upon the experience gained sales budgeting approach stands refined. The
status of the sales and marketing function within the organisation determines the
extent of sophistication used in the approach to sales budgeting. -

16.4 PREPARATION OF SALES BUDGET

Preparation of sales budget is one of the most important elements of the sales
planning process. Generally three basic budgets are developed, the sales budget, the
selling expense budget and the sales department administrative budget Mostly sales
organisations have their own specified procedures, formats and timetables for
developing the sales budget. While all sales budgets relate to the sales forecast, the
steps taken in systematic preparation of budget can be identified in the following
sequence.

Review and Analysis of Marketing Environment : Generally companies prepare
sales budget on the principle of bottom up planning with each echelon. To prepare a
tentative budget of revenue and expenses, depending on the organisational structure of
the sales department, each departmental head is asked to predict their sales volume
and expenses for the coming period and their contribution of overhead. For example,
in a leading tyre company each District sales manager prepares his/her district budget
and submits to the Regional or Divisional office, where they are added together and
included with divisional/regional budget. In turn these divisional budgets are
submitted to the sales manager for the particular product or market groups. At the
end of this chain of subordinates’ budgets, the top executives in the sales department
scan and prepare a final sales budget for the company. Now the marketing budget is
combined with the budgets of the sales department and the staff marketing
departments, to give atotal of sales revenues and of selling and other marketing
expenses for the company. Some of the common items in each sales budget include
the following :

—  Salaries, sales, persons, administrative support etc.

—  Direct selling expenses - travel, lodging, food, entertainment.

— Commissions on sales, Bonus. '

— _ Benefits packages covering medical insurance, gratuity and retirement contribution

— .Oflice expenses—mailing, telephone, office supplies and olher miscellaneous costs.

- Advertising and promotional materials, selling aids, contest awards, product
samples catalogues, price-lists etc,

This review of past budget performance helps the sales manager to minirnise’/ _
variances in the coming period.

Communicating Overall Objectives: Sales executives at the top level must
communicate their sales goals and objectives to the marketing department and argue
effectively for an equitable share of funds. The chief sales executive of the firm should
encourage participation of all superiors and managers in the budgets process so-that,
as a part of its development, they will accept responsibility for it and later ’/
enthusiastically .implement it. ; : s

Setting a Prelimiuary Plan for Allocation of Resources and Selling Efforts to
Different Activities : Particularly products, customers and territories, so that
revisions can be made in this initial sales budget. The sales manager must emphasize
that the budgets should be as realistic as possible at each stages of its development,
so that it can maximise its favourable impact on the firm. When budget goals are
achieved through a co-operative team effort, a strong feeling of organisational
confidence is created. In case of failure to stay within budgets, sales manager should
stress on rewards and public commendations to encourage positive attitudes lowards
budget goals and pride in their achievemnent.

Selling the Sales Budget to Top Management : The top sales and marketing

executive must visualise that every budget proposal they are presenting to the top

management must remain in competition with proposal submitted by the heads of

other divisions. Each and every division usually demands for an increased allocation

of funds. Unless sales managers rationally justify each item in their budgets on the 49

Sales Budgeting and Control \

STTEITTI Rt

AT T =W St rarrToT rTIA R




Plauplog and Control

of th'el Sales Effort

, management, : ’

i . . 7
basis of profit contribution; the item may not get due cousideration by the top

16.5 BUDGET IMFPLEMENTATION AND
ESTABLISHMENT OF FEEDBACK
MECHANISM SR

Actual budgetary control features go into operation, as soon as the approved budgets
have been distributed to all units of the firms. Each item in the budget serve as quotas

or standards against which management measures performance. In case of actual

performances showing a variance from budgeted performance, two courses of actions

are available to the organisation.

I) To ascertain whether the variance is a result of poor performance by the sales
proup — necessary steps should be taken to ensure that sales persons organise

their selling efforts more carefully, so that budgeted expenses can be brought back °

~ into line.

2) To revise the sales budget by incorporating the changed allocation of the item.
For example, if it is discovered that travel expenses have increased because of
the necessity of calling on new customers not previcusly covered, action should
be taken to revise the budpet to reflect changed conditions.

Sales persons are generally trained to be budget conscious, it is the responsibility of
the sales manager to ensure that sales revenue and cost ratios remain within
reasonable budget limit. Figure 2 shows quarterly sales budget fonm that sales
manager might consider using to monitor budget variances and taken timely corrective
action to rectify it if need be. ' '

. I *

Figure 2
Quarteriy Sales Budget

Januery February March | ‘
Lioe Items Budget Actual  Variance Budget Actuel Variance Budget Actual Varance

Sales

Expenses

Salaries
Commissions
Bonuses

Medical Tnsurance
Retirement

Travel .
Lodging
Food

Entertainment

Office Expenses
Miail

Telephone

Misc.

Promotions
Samples
Caulogues
Price-lists -
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Experiences bring out the following main items on which variance between budgeted
and actual costs often arise, are:

— salaries and fringe benefits

- — direct selling expenses

= maintenance of company vehicles




— sales and other product/business promotional costs Sales Budgeting and Control
— promational allowances including discounts, rebates, etc. ‘ )

The sales manager must give attention though in varying degree, to each of the above
and other items. It is wise to tighten control over expenses especially under
circumstances when sales forecasts are not being met or sales budgets are being
exceeded. A general attitude of caution before incurring an expense is considered
prudent. A leading material hapdling equipment company hes & norm that not more
than forty per cent of sales expense budget will be speat unless more than fifty per
cent of the forecasted salés have been realised.

All shortfalls in budgeted sales that affect gross profit contribution must at least make
a case for a thorough review of the sales and marketing programmes of the firms.
Researches reveal the causes of shortfalls as ; production stoppages, distribution
problems, shift in market mood, competitive activity, wrong pricing, undermanning of
sales staff or inexperienced sales staff, delays in.new product launch, etc,

16.6 FLEXIBILITY IN BUDGETING

Flexible sales budget is an alternative to overcome the rigidity of the traditional sales
budget. which makes the sales manager merely an analyser of the financial
performance of the company. Flexible budgets make use of standard costs {(based on
past records or managerial judgement) for different revenue forecasts. It allows the
sales manager to continuously monitor financial performance in terms of standard
cost ratios. For example, the standard cost for promotion materials (brochure, display
samples etc. might be Rs. 5 for every Rs. 100 sales or a ratio of 0.05. Afier nine

. months Rs, 400 has been spent on promotional materials while Rs. 2400 worth of
revemie has been generated. The sales manager observed that the ratio has risen to
0.166. In this case expenditure on promotional materials need to cut back reasonably.
In the past use of flexible budgeting was limited to large sized companies, but now
small companies also are adopting flexible budgeting technique.

‘There is one more dimension of flexibility in sales budget and this arises out of the
very nature of sales budget. As we all know that a sales budget is an estimation
relating to the fubire period under assumed market conditions. In the event of change
in market conditions necessitating a change in the fimn"s expenditure of efforts the
sales budget should carry flexibility of inter-item reallocation of expenses and other’
resources e.g. sales allowance to additional sales persons to display contest to fast
cargo movement to cash discount etc.

Acrivaty 1
A)Y Check whether the following zre truz or false:

Statement True/False

1} The szles budye is a projection of what u given sules

programme should mean in temmy of saies volume und

profits
2} The primary orientalion in sales budgeting is oward

comrol i e
3) Historical cost data is of no value in the sales budgeting

PrOcess
4} “Top-down™ approach to suics budgetng is supenior to

“bhaltom-up”” approach baczuse most sales people tend

o dislike work and prefer o be wid whai wodo .. oL
5) Alhough there is competition for the available funds, the

sales department should always get what it asks fer since

the most basic ingredient to success is sales e

B) Tick the most appropriate answer : 51
1) Preparation of the sales expense budget is primariiy the
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responsibility of
a) Finance Manager
b) Chief Executive

" ¢) Marketing Manager
d) Sales Manager

2) The sales budget is developed with a view toward obtaining the forecasted
volume of sales, and ' )

ooon

4} 2 maxinum net profit O
b) an cptimum net profit (I
¢) a target market share 0l
d) a minimum amount of expense O
3) The sales budget uses the ....... RS a5 a point of departure

a) Sales quota

by territory objective
¢) sales forecast

d) market potential

4) When the budget is in error because of fauly sules forecasting one should

ideaily :

2) Secure a new sales forecast [

b) alter the various estimates by applying standard .

- ratios of costs to the adjusted sales volume figures (1 ]

c} Maintain close watch over current sales and expenses on a day-te-Sav
basis [

d} discard budgetary estimates and usc figures from previous years
operations. D .

') The sales budgetary procedure ultimately leads to:

a) the setting of gvals for company nzt profits from selling operations O3

b} better defined sales territories, [
¢} establishment of quotas O3
d) all'of the above. O '

Check Your Answers

A 1(T), 2(T), 3(F), 4(F), 5(F)

B) 1(d), 2(b), 3(c), 4(b), 5 (a)

16.7 INTRODUCTION AND PURPOSE OF SALES
CONTROL _ '

One of the most important responsibilities of a Sales Manager is to exercise control
over the sales results and the performance of the selling activities, In order to ensure
that the sales targets are achieved, sales need to be controlled both on an on-going
basis (or continuously) as well as overall at a fixed periodicity. The sales control

function assists the sales manager to ascertain what level of sales results-have been

attained, why there has been a variance, if any between actual and budgeted results,
and what remedial action be taken to achieve the targeted results.

Purpose of Sales Contro} L ‘ . ’

By comparing the actual sales results with the objectives set and diagnosing the
causes for the variance between the two, sales control assists the sales manager :
— 1o initiate remedial steps )

~ torevise the sales policy and the stralegies followed. * )

- to implement steps for improving the productivity of the salesforce.

— toimprove the quality of target setting, sales planning and budgeting fiinctions,
and T :

-— to increase sales broﬁtal;ility.

I
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16.8 SALES CONTROL SYSTEM = Seles Bdgedog aad Conuso

A sales control system can be set-up by a firm by mst.ltutmg actlon on the followmg
five steps:

1} setting detailed objectives (at least around key resuit areas) .
2) Establishing standards for appraising performance.

3) Gathering information on actual sales activities and n:s'l.llts
4) Comparison of actual results with established standards.

5) Taking remedial actions (need based).

The existence of a comprehensive sales information system in the fimn is a pre-
requisite for an effective sales control system. Such an information system can be
built by regularly recording sales by unit, by value, by customer, by sales person, by-
territory, by distribution outlet, by cash or credit. In addition to invoice, other -
important information sources include despatch notes, éredit notes, customer call
reports, daily activity (and time spent) reports, journey plans, sales quotation slips,
sales expense forms, discount and allowances records, customer complaints, warrant
claims settled, market intelligence including sales promotion special reports sent by
sales person. In short, only comprehensive sales information system can lead to
timely and meaningful sales control.

16.9 METHODS OF SALES CONTROL

Three most commonly used methods of sales control are:

1) sales analysis, 2) marketing cast analys:s and 3) sales management audit. These
methods are discussed below :

Sales Analysis o

Sales analysis is a detailed examination of sales volume by termritory, sales person
customer, product line, etc. It works on a basic principle that the trends of the total
sales volume conceal rather than reveal the market reality. Researches point out that
in most sales organisations a large percentage of the customers, orders, products or
‘erritories bring in only a small percentage of the total sales volume as well as net
profits. This situation is popularly referred as 80-20 principles i.e. 80 per cent of the
orders, customers, territories or products  contribute only 20 per ceat of the sales or
profit. Conversely, 20 per cent of these selling units account for 80 per cent of the
volume or profit Likewise, there are examples of Iceberg principle which show that
the total sales volume may reveal only about ten per cent of the real markel situation
which is above the surface and the mighty 90 per cent may remain unknown. It is, -
therefore, strongly recommended that for unearthing the reality and gaining
meaningful insights regarding company’s selling strengths and weaknesses sales must
be analysed on the bases discussed below : .

Sales Analysis by Territory

In this method sales managers scan the total sales on territory basis. It assumes that
éach quota assigned to sales person was based on, fair and sound measurement of
potential In addition, any unusual conditions in the individual territories such as
intense competition, strike by labour union or transportation etc. which made an
adverse effect on sales of the company’s product was considered in order to guide
further sales analysis. The following example will further throw light on the aforesaid

discussion.
Salés Analysis based on Territory
Teritory Quola Acual .- Valuz in'000 Rupess
Performence

East . 825 850 i03%

West . 150 750 100%

North B9 870 : 9R%

South . 850 920 ) 108%

Adepted from Professional Sakes Menegement by R_E. Anderson, Joscph F. Hair and Allan J. Bush - -
Page-483. ] 53
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This example shows that almost all the territories achieved or exceeded their quota
except north region which achieved 98 per cent of quota. It will thus help the sales
manager to.investigate the reasons for shortfall in notth territory and of best
performance in soush temitory. . )

Sales Aualysis by Sales person _

Concentrating on the north territory, the Sales Manager should see the sales
performance of all the sales persons working in the territory. From the figure below it
is. crystal clear that out of eight sales persons working in the territory, four have made
or exceeded their quofa., three others barely missed, only one ic. {(Gulani) fell
significantly below his sales quota with a performance of only 82 per cent :

North Tervitory : Sales by Sales persons

Sales person Quotas Actual Performance
’ . a5 % of Quota

Mukherjee ’ 95 93 98%

Singh 115 T 102%

Sinha 110 109 95%

- 06 110 104%

- . 108 107 99%

- 110 112 102%

Gulani 130 106 2%

Reddy 116 116 100%
Totals: gag 870 98%

Sales Analysis by Praduct Line : Before asking for any explanation from Gulani for

his poor sales performance, the Sales Manager should see his sales pefformance
based on product line :

Sales Person : GulanTs Sales by Product Line

P-aduct Line ) © Quotas Actual Pedormance
’ as 9% of quota

Computers 22 23 104%
Portable Typewrilers 28 28 100%
Manual Typewriters ’ 30 a6 20%
Electronic Typewriters 24 24 100%
Spares and Copsumables 26 25 96%

Total ; ) 130 106 82%

It is clear from the above table that Gulani did an excellent job of reaching product
quotas with the exception of manual typewriter, where he achieved only 20 per cent
of quota. With total sales of manual typewriter running slight ahead of the last year in
all other territories and no unusual situation in Gulani’s territory, the sales manager

should look into Gulani’s customer-wise details for detecting the causes of the
shortfall -

Sales Analysis by Customer :-Customer-wise break-up of manual typewriters sales *

- attained by Gulani showed that ocne important account i.e. Government department

was responsible for Gulani’s poor performance on that product line. Government
Department was Gulani's biggest customer and has been targeted for 80 per cent of
his entire sales quota for manual typewriters. With an entry of another office
autemation company, the custoner had switched over to the same. Gulani did not
feel the gravity of situation, as the sales to Government department wes taken for
granted by him. If he had foreseen the alarming situation in time, he could have asked
for assistance by the sales manager, Analysis of Gula. s sales by customer also
validates the existence of 80-20 principle referred above.
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" Szlca Perzou : Gulanl’s Salcs of Muncal Typewriter - Sales Budgcetlng and Cantrol

. Accounts . Quota Actual . Performance

as % of quota
Banks 2 2 100%
Financial Institutions I 1 100%
Educational Institutions 1 1 100%
Govt. Department 24 0 0%
Industrial Unc!cm.king 1 1 100%
Private Parties 1 1 : - 100%
Total 0 6 20%%

The above iflustration clearly brinps out the importance of conducting detailed sales
analysis. It also leads the sales manager to diagnose the factors responsible for
variance between targeted and actual performance. Sales analysis thus makes a good
beginning in the sales control function of the Sales Manager, .

16.10 MARKETING COST ANALYSIS

Attainment of targeted sales volume is only one part of fulfilment nf the sales
objective of the firm, the other important part being the level of selling costs incurred
to attain the given sales volume. It is not mere sales rather sales with budgeted profits
or expenscs that really matter.

Marketing ¢ost analysis is a detailed examination of the costs incurred in the
organisation and admmistration of the sales and marketing function and its impact on
sales volume. It is a fact finding analysis which relates costs 1o sales volume and
resultant profitability. .

It pre-supposes the existence of a goad costing and financial accounting system in the
firm. By relating sales, cost and ﬁnancml dlmensmn of each selling transaction and
activity it-can generate :

— Cost of poods per rupee of sales
— Profit per upee of sales.
— Profit per segment, channel, territory, product pack, sales person, etc.
— Sales volume and timnover of receivables.
— Turnover of stock and profitability.
~ Average value of orders.
— Average cost per orders.
- Total value of Srders. ,
— Inquiry — order conversion ratio and cost
— Number of inquiries generated say in response to advertisement, sales person cali,
Direct mail etc.
~ Total operating and functional cost — product-wise, region-wise, etc.
- — Sales to call ratio.
— Expense to sales ratio.
— Prolit contribution, on various bases, etc.

It would be worth repeating that the above listed valuable information can only be
generated by systematizing the cost accounting system in the firm. This costing
system among other dimensions should be-set up sales Munction-wise, cost centre-
wise and as & criteria for allocation and -absorption of selling marketing and other
general management costs. -

16.11 USEFULNESS OF MARKETING COST
ANALYSIS

Successful conquct of marketing cost analysis benefits the sales manager in
ascertaining :

- relative cost and profitability of sales operalions. 55
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- profitable, not so profitable and not profitable-territories, prodects, pack size,
rarket Segments and distribution channels, . '

~ . minimum order level quantities, -

= productivity of sales persons T

—  profitability of diff€rent sales promotion techniques.

= profitability of different marketing mix programmes.

Trends in mmkcﬁg cost analysis mvcr a period of time within the same firm and
Cross comparisons with leading competitors and the average norm of the industry

" provides & valusble advantsge of knowing the relative strength of the firm in the:
. industry, .

1612 SALES MANAGEMENT AUDIT

Though important, the previous two techniques focus only on routine and operational
aspects of sales control. This third technique of sales coatrol relates to the strategic
dimensions of sales control.

Sales management audit-is a compreheasive, systematic, independent and periodic
audit of the sales policy, objectives strategies, organization and procedures followed
by the firm

The purpose of sales management audit is to evaluate the soundness of the sales
management of the firm. It examines the validity of the very basis and assumptions on
which the sales function is planned and managed. It appraises the suitability of the
prevailing sales management system in the emerging market environment of ,
tomorrow. By critically evaluating the strength of the sales management egainst the
changing market environment it points out to the emerging areas of opportunity as
well as the areas which need intervention.

Some of the aspects covered in the sales management audit include :

—  Appropriateness of selling function objectives;

— Role of the selling function in the promotion-mix and sales-marketing integration

—  Organization and work-norms of the salesforce and its size. '

= Recruitment, selection, promotion policy, compensation and motivation of
salesforce.

—  Basis of sales quola, sales budget, territory allocation and their market need
suitability.

- Quality of salesforce, appraisal criteria and training and developrment of sales
personnel. .

- Productivity of the sales function.

—  Sales planning and control system

= Commercial procedures and saleg promotion method used, etc.

Sales management audit, js relatively a new technique of sales management control.
Its coudict and format is yet 1 be standardized and so s its coverage. From the
limited experience it ix felt that if conducted by oulside professionals it benefits the
company immensely. In the case-of a leading consumer durables company this audit
inter alia resulted in the re-organisation'of its sales departmeat from the functional
System.to product mannger system, as_.also a change in its selling system from selling
through distributor to retailers. This change carried out two years ago has improved
the market share as well as profitability of the company. In the case of another
company dealing in vanaspati and edible oils, the sales audit brought out the
redundancy of the position of Assistant Sales Officer between the sales supervisor
and regional sales mannger.

Activity 2
A) Check whether the following are True or False

Statement True/Falsc

1) Sales analysis consists of a detailed study of sales
volume performance to detect strengths and Weaknesses  ....................
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2) The original source bfda}a for sales analysis is sales. - . o
‘forecast L

3) Sales analysis are especially effective at explaining why .
strengths and weaknesses exist LR R R
4) Sales management audils, sales analysis and marketing :
cost anelysis are not ends in themselves : rather they are
a means to achieve greater efficiency and effectiveness
in the personal selling function LR peeas

B) Tick the most appropriate answer :

1} The sales manager can assure that sales efforts are continually focused on
objectives through the use of : | .

2) sales management policies [
b) sales planning O

c) sales control techniques [J

d} sales quota O

2) Through regular sales analysis, management seeks insights on matters such as :
a) The sales temitories, where it is strong and where i1 is weak )

‘b) The products responsible for the most and the least sales

"7 volume O _

c) The types of customers who provide the most satisfactory and the least
satisfactory sales volume (1

dY All of the abovc a

3} The gencral objective of marketing cost analysis is to:

a) Obiain cost data for the selling expense budget T

b} Derermine relative profitability: of various sales and marketing
operations [ -

¢} Keep expenses in line with sales operations O

d) Analyse costs by territory [

4} In markeling cost analysis selling expenses are allocated according to :

a) size of order OJ

b} customers O

¢} territories £J

us uny of the above J

5)  Which of the following statements about the salés management audit is false :

a) The sales audit provides a basis for evaluating overall selling strategy ;

b)- Each sales manager should design the type of sales audit most
appropriate to fit the needs of firm. -

¢} Proponents of the sales management audit stress the importance of
fucusing on the overall selling strategy and the methods used in
implementing it rather than examining individual components in a piece
meal fashion.

d) There : -¢ several standardized formals for making sales management
audit and, one of the top management’s Jjob is 1o select the correct format.

Clreck Your Answers
“AY 13(True). 2 (False), 3) (False), 4) {True)
B} 1){e}), 2)(d). 3)(b), 4)(d). 5¢A)

16.13 SUMMARY

-

The sum of money required over a specified period to run a sales department is the
sales budget and how much should we spend on the sales funclion is essence of a
sales budget. The process of developing a sales budget deals with identifying ways of
optional resource allocation to various selling activities. A sales budget aids in sales
planning, and-acts as both a standard of performance 2nd a tool of control, While
sales budget acts as a‘tool of salesforce evaluation and control, there is certajnly a -
distinct need for continuous monitoring.and control of the total sales function, The
othér methods ‘used for controlling the sales; fiifiction are—sales analysis, marketing.

Sales Budgeiing and Control .
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cost analysis and sales management audit. For obtaining best return, from the scarce
resources budgeted for the sales function, it is essential that a sales control system be
established in the company. The effective use of a sales control system requires. the
existence of both a comprehensive sales information system as well as an elaborate
cost accounting system, the systems which generale information for control purposes.

16.14 KEY WORDS

Budgetary Control : The i:rbcesses by which an organisation ensures that a close

watch is kept on the organisation’s progress towards achieving its annual budget — s
revenue and profit goal, ‘

Natural Expenses: The raditional expense categories (salaries, rent, depreciation
elc.) used in accounting statement. ) '

Cost vs. Expenses : Two terms that are often used interchangeably in describing
markeling cost analysis. But costs tend to be specific and directly related to volume
output, while expenses are more general or indirect expc-diture,

Sales Analysis: The process of interpreting the paftern of sales orders obtained in
the market place. This term may also refer, more widely, to the interpretation of al|
data - including sales orders from the market place.

Standard Costs : Predetermined costs based on experience and research studies for
achieving certain levels of volume, '

16.15 ~ FURTHER READINGS

Richard R Still, Edward W-. Cundifl, Norman A P. Govaoni ( 1996 ) Sﬂ/{.’;

Managensent : Decisions, Strategies and Cases, Prentice Hall of India Pvt, Ltd.
New Delhi :

Rolph E. Anderson, Joseph F. Hair, Alan J. Bush (1988) Profesiional Saler
Manragement, McGraw Hill Ine.

Eugenc M. Johnson, David L. Kurtz, Eberhad Scheuing (1986), Sales Management,
Concepts, Practices and Caies, McGraw Hill Tnc. '
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BLCCK S CASE STUDIES

Welcome (o this block of case studics in which specific decision situations conceming Sales Management, have
been 1aken up.

As you are awarc that purposc of each course in the management programme is to familiarize you willy the concepls
relating to the subject but also demonstrate to you ihe applications of those concepls, in the arcas of your sudy.
Incidemally, your final evaluation also has atleast one fourth component on solving real life problems,

In this block 6 case studies are included, cach with a focus. To some extent, the data has been disguised or the
identity of organisation is concealed, due to obvigus reasons. However, it will not affect the relevance of the
prablems discussed in each case.
. hl

Each case study begins with an “introduction’ suggesting the scope of the case. Though each decision situation js a
combination of a serics of complex variables and issucs, we have tried to suggest the scope of the case in relation
“to some specific unii(s) of your course. A detailed reading of the concepts prior to the case, would facilitate your
leaming, and you would be in a better position to answer the questions given at the end of each case.

List of Units suggested for each case is as follows:

Case | Unit 1, Unit 2
Case 2 Unil 5, Unit 7
Case 3 Unit 11

Case 4 Unit 12

Case 5 Urit 13, Unit 15
Case 6 Unit 15, Unit 16

Itis hoped that this block would help you in better understanding of the concepts and their applications, discussed in
the earlier four blocks, '
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CASE 1 - PURIPEN : SELECTING THE COMMUNICATION
‘ MIX

Structure

1.0 Objectives

1.1 Introduction

1.2 Company's Profile

1.3 Puripen : The Marketing Mix

‘1.3.'  The Product

1.3.2  The Positioning
1.3.3  The Place
1.3.4  The Price
1.3.5  The Promoiion

14 Timing of Launch

1.5 The Results

1.6 - Discussion Questions

1.0 OBJECTIVES

This case should help you to leam the followings:

®  Strawegy for a new product launch
® Linkage berween the communication strategy and the other markeling mix elements

¢ Identification of competition at various levels on the basis of nceds of the consumers and the tasks of
communication in sales and marketing

1.1 INTRODUCTION

. The case relers 10 the launch of 2 new-to-the-market, new-to-the-company product born out of a technological
innovation. Despite of being a highly innovative product with a large prospective market, Puripen - the mobile
electronic water purifier was not able to make a dent in the warter purifier market in India. This demonstrates the
strategic importance of selection of marketing mix clements emphasising particularly the communication strategy.
Marketing management aims art bringing about a productive consistency in all elements of the marketing mix
including the communication mix,

1.2 COMPANY PROFILE

United International Ltd. is an Indian company established in the business of telecom instruments {phones, faxes,
EPABX systems cic.). Its business is spread throughout India, supported by its strong and widespread distribution
network. Italso expons its products to various Asian countries, The company characterises a high degree of vertical
integration with activities ranging from manufacturing of the products, their sales and distribution, (o providing
afler-sales scrvices to the cusiomers. The cusiomers comprise of mainly the commercial users (offices, PCO
operators ctc.} and a small share was contributed from domestic users (mainly phones).

The company can be described as a typical Indian family concem since not only the shareholders and the key
employces of the company, but even the close business associales are the members of the same family.

The case has been prepared by Mr. Amit Gundh, Acceunt Managemeni Division, Bharat Marketing And Advertising Lismited, -under the guidance -

of Dr. Ravi Shanker, Associate Professer, Inidian Institute of AMass Comntinicaiion.
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Mr. Kaira, the chairman of the company, during one of his visits to US happencd 1o see Mr. Jones. the Business
development manager of Aquz Technologies Inc., USA, which is in the business of water freatment techriology. Mr.
Jones, knowing the poteatial of safe drinking water market in India, made a proposal to Mr. Kalra to use their
distribution nenwork and experience in the Indian market for the launch of a new innovative product - a mobile (pen-
sized) electronic svater purifier, which was the product of their R&D.

Both discussed the possible areas of compatibility. The main attractiveness of the proposal lay in the fact that the
basic raw materials and technology required for this new praduct were highly similar, and in fact much simpler as
compared to those of telecom mstruments available with United in India. The coliaboration finally agreed was of
technological nature. The manufacturing and marketing of the purifier in India was o be handled by the
management of United. A new company- United Aqua International Ltd. was formed for the purpose, under the
same top management and ownership as United. Secondary data was collected to reassure the potential of the
market. And within no time, smanufacturing facility for the new praduct was set up parallet to the existing telecom
instruments plant at NOIDA (industrial area) near Dethi by the end of 1996.

Market Analysis

ENVIORNMENT

©  80% of the discases in India 2re water borne.

® (0% - 80% children suffer from water bome diseases.

®  50.000 pcople die every day due 1o water contamina:ian,

® Indiahas 17 million cases of viral hepatitis, and

® & million cases of typhoid every year. o _ )

All this happens due to water contamination, in fact, The: 2 are three types of waler tontamination as explained
below:

PHYSICAL CONTAMINATION
Caused due to contaminamts like mud, sand. odour., colow: | algae, fungus heiminhs etc.
CHEMICAL CONTAMINATION

Caused duc 1o insecticides, pesticides, oils. excess-of ions. anwanted minerals.
-MICROBIOLOGICAL CONTAMINATION

Caused by bacteria, viruses of other unicellular orpanisn: -,

The Purificd Water Market

While the mincral water market has grown many folds in all 1he developed economies of the world, itis only in the
past few years that Indians have begun to get conscious ==t the water they are drinking. Taking advantage of 1115
siluation the processed water industry in the country is gr: wing at a very fast pace. The market is also growing due
lo comammalion and shortage of waler in the metros. '
There are three kinds of water fthat are generally marketed. These are:
= Natural mineral water with certain dissolved solids/pt| value from a single source
*  Distilted water
s Processed pure water

Y
However, natural mineral water always has a separate markel for itself and commands a premium. At present 1he
Indian market is dominated by processed water. However. the Indian customer does not clearly distinguish mine; !
waler [rom processed water., Also, nonv of the processed wier brands clearly siate that they are merely processed

and are not mineral water. Thus to a normal customer, any boltle of water that is scaled and has a brand mark on : s
a mineral water bottle. ’
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“The mineral/processed water market has tzebled in the last five years with a size of Rs.400 crores and is growing at a
rate of 25.5% per annum. The potential for the industry is around 70 million cases per annum. But only about 50
million cases are chumed out but 1o under capacity in the 1 lifre bottle segment Bisleri remains the market leader
with about 30 other brands available in and around Delhi. At the last count there were about 160 brands available in
and around Delhi. These 1-litre bottles retail at a high Rs.12/- to Rs.15/-.

Due 1o the high pricing of the 1-litre bottles the real expansion is taking place in the bulk water market. Bulk water
is mainly sold (o offices and institutes. The main playcrs are Hello water and Nuchem Weir selling water at Rs.50
for a 24-litre bottle.- roughly 2 sixth of the cost of the smalier pack. Till about a year back Hello had a capacity of
1,20,000 litres per day and had plans to double it by April'97. Last year Nuchem aimed 1o increase its customer base
from 3,508 to 20,000 in Delhi.

Though the market is booming it has attracted criticism for poor quality and operators wha botile tap walter and pass
it off as mineral water. At an inilial investrent of as little as Rs.50 lacs the sector is proving to be a boom for fly by
night operators. According to a study by Sriram Institute of Indusirial Research, more than half the brands do not
conform to industry standards, such as mentioning the dates of boltling and expiry and the source of water.

Apart from quality, the price of these baottles is also facing criticism. The bottle accounts for 40% of the cost of
packaged water. Secondly it has been established through extensive research abroad that water siored in PVC
botlles, and exposed to sunlight, becomes toxic due to harmful elements present in the product, PVC, within 24
hours of exposure. Thus the only safe choice is to use either PET bottles or glass bottle. Out of the total utilisation
the bottles in the industry, PET bottles figure a ridiculously smail amount, Only small time manufaciurers are using
PLT bottles to create a separate niche for themselves. Most bottles used are still made of PVC. .
There is no doubt that as media increasingly criticises the 'mineral waler' authenticity and laws against fly-by-night
operators come into place the consumer will become more wary about drinking batiled water. But for now, the
market is growing at a steady pace with little threat from anywhere.

The Water Purifier Market

As is typical of a rapid evolving category, the market for water-serving gadgets has been shaped by technological
strides in levels of safery, cost and convenience,

In the mid 805 Resin technology armrived with products based on twe forms:

-Tap attachments such as lon Exchange's Zero B

-Resin based cylinders such as Singer's Aquarius

'The former could filter water straight gut of the spout while the later claimed to be an advancement and offered to
kill bacteria thus turning, boiling redundant.

Towards the late 80s, the ultraviolet purifiers entered the market, led by Eurcka Forbes' Aquaguard. Though it
needed electricity, it destroyed all bacteria and germs with light ulira-violel rays. And that was just the beginning.
Today the market is seeing new entrant everyday.

Presently, the water purificr market is worlh Rs. 259 crores, wilh 40 million households already having tumed to
domestic purifiers to beat the bug every year, and is growing at a steady rate of 255 per annum. Researchers expect
this market 1o touch Rs. 1500 crores by the end of the decade.

Basically, there are three kinds of purifiers in the market today, Thesc are:
i) - Ultra-violet Techuology:

The basic function of this technology is 10 eliminale al] imnpurities, odour and bad 1aste. The main drawback of ihis
lechnology is that with time the inlensity of the rays gets reduced. Some of the major established brands in this
market are Aquaguard, Qasis, Alfa, Ultracare and Ultrajar. The prices ol all these brands ranges between Rs.3,600-
5.300. Of course, the undisputed leader is Aquaguard with a market share of 8§0%. Today about 1,00,000
Aquaguards are sold every year by 1300 sales stafT, despite its somewhat steep price lag of Rs.5,290/-. The total
number of UV purifiers is about 2,00,000, which is a minuscule amount considering the polential.

i) Membrane Puriliers:

The main function of the purifier is to get rid of bacteria and insoluble impurities. lts main drawbacks are that slime
forms on the membrane and bacteria clog the pores and eat away the membrane, reducing its efficieney. There is
only one major player in this technology, which is Symphony from Ahmedabad, based Sanskrut Comfort Systems. Tt
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is priced a1 Rs.5.000/-, Presently, it has only a 4% market share despite insisting that if’s techaolopy is belter than the
oiher pwe present in the markae,

i} Resin Teelntoiogy:

It basically gets rid of all impurities, bad odour and taste. Hs main drawback is that it cannol purify waler beyond a
siaied limit. The prominent brands in this category are Zero B range from Ion Exchange. Purisip from Eureka Forbes
and Aquarious from Singer. They Zre priced between Rs.2,000/- and Rs.4,000/-

Thwere 15, however, a fourth category, whicli is fast emerping. This is the mobile purifier category. Zero B has
atriady Juunched a portable personal purifier for ravellers in the name of Watermate, which uses onc slage
jvwiniated resin wechnology. Each pouch is capalile of purifying 2,500 litres of water.

There are other technologies that are entering the market. two of these are the eco-{ricndly ozone technolopy and
Uie retibrane wechnology. Products from these technologies will cosi anything between Rs.2,000t0 Ps.5,000/-,

W l..uc\ i be the present market size today, onc thing is for suie-this is just the beginning. Once lht: consunier
Lecames more hiygiene conscious the size of this market is bound 10 grow, rapidly.

1.3 PURIPEN : THE MARKETINGMIX .

1.3.1 The Product

Tiw idea of a mobile water purifier was a novel concept in the market of waler purificrs. All the neans of water
ircuimeiat available even for domestic usage, were fixed. They rcquin.d cither to bc installed to the source of water
(iap). or were in the form of storage filters, while this one was in the shape of a pen small enough to be easily carried
in a pockel! and therefore was named as- ‘Puripen’. -

" Tiwe product was based on ‘silver-ionization” method commounly used on ships for large-scale waler purification, As
a mulier of interest, an old [ndian myth Lighlights the purification propertics of silver and suggests that water should
Le atored in a silver vessel for at least one night before consuming it the next moming in order (o stay healihy.
Puripen could be used to purify water by immersing ils electrodes in a glassful of water for 39-50 seconds. It
aciomatically kills viruses and bacteria present in the water with the help of an in-buill 6V bauery which causes a
tizht current 1o pass through 1ts‘snlvcr clectrodes and shed silver ions in the water. The basic experimemal design for
ervaluating the water nurificatinn was based on the T1S Environmental Protection Apencices Guidelines. The results
were lesled as per “Standzrd Methiods for the examination of water and waste water” -APHA, 1995 and verified by a
mumber of Indian research institutes like University of Roorkee, Shriram Institute for Industrial research, ete..

1.3.2 The Positioning

Since drinking water is the need of every human being, the Chairman’s decision was " 1 want to see Puripen in the
pucket of every person in India, be it a small businessmen, a working woman, a iraveler. a mobile salesinan, a rich
Lusiness executive and even schoof studerits; since they all need clean drinking water, and Puripen provides it

anty where, anytime, easily!™

1.3.3 The Place

The management decided to make use of its huge existing distribution and dealership network to suppon afl India
luzinch of Puripen. Another level was added in the existing supply chain by involving retailers of consumer products
10 reach the potential cusiomers on a profit margin basis. A base of 200 distribulors, 40,000 retail outlets all over the
country was all set 10 take up the new product impressed by attractive presentations made 1o them showing the
wasket potential and high profitability of Puripen. The product was to be made available in nearly 25 (about 7 large
and rest mini metra) cities and over 100 towas (with populalion abgve 0.5 million cach) in India which were maily
usbun w semi-vrban class, extensively through chemist shops, superstores, and cven small general stores.

It was also sugpested to appoint about 530 direct selling apencies in selected cities which was however, delayed due
lo unfruitful negotiations berween the management and the agencies which was a result of muliiplicity of undesired
imerventions and unprofessional ideas from the management.
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1.3.4 The Price

The Price was kept at Rs.594 with big margins to skim the market being the first to introduce suc.:ﬁ a product,

Retail Price : Rs.594
Retailer’s margin : Rs.175

Dealer’s (wholesaler) margin . Rs.95

Variable Cost/unit Rs.160 (approx.)

Manufaciurer's Contribution‘unit - Rs.164

A special in-built battery (price Rs.50) was inclusive; good enough for purifying about 5000 glasses (nearly equal 10
an adult’s annual drinking water requirement) costing merely 1 paisa (1/100 of a rupee) per plass to the consumer;
cost of pen excluded, having an average life of [0 years.

1.3.5 The Promotion (refer Appendix)

The promotion for the product was handed over cotlectively to an adventising agency Nav-Bharat Marketing &
Advertising Co. Pvt. Ltd. (NBMA), along with its sister concern Media India Pvt Ltd (specialised in media planning
and buying). These agencies prepared its kaunch phase adventising strategy after doing a study on purified water and
waler purifier markei in India. An annual advertising budget amounting to Rs.60 million was estimated out of which
Rs.30 million were sanctioned for the first three months (launch phase).

Advertising strategy- Puripen

TA's DEMOGRAPHICS Sex : male/ Females

Age: 25+

Sections: A+, A, B

Monthly Income : Rs. 8,000 +
Educartion : SSC+

TA's PSYCHOGRAPHICS Urban, Mobile health conscious, someone who doesn't mind spending on things

' which ensure 2 good quality of life/ health. understands the meaning of water
purificarion and probably has an Aquaguard at home, But since he is on the move
when outside the house, cannot ensure that he gets pure water to drink. (Sohe
usually carries a water bottle or has mineral water which he finds expensive ).
He is a serious, planned person, someone who is aware of the il] effects of having
contaminated water, is well read person, reads newspapers and is therefore aware of
the havoc contaminated water can cause. (Aware of the diseases spread by water
conrtamination).

Secondary T.A Corporate Houses
Desived Consunier "I'lt have to check it out,” .
Respouse- “It's sure sounds convenient”
Key Prontise- Maobile. Safe water purifier
Supports *  Product life of 10 years
¢ Purifies 5,000 glasses of water at about paise/glass and hence it is most
‘economical.

* Collaboration with Aqua pure technologies inc. Virginia USA
*  Uses a method of silver jonization for purifying water

s  Tested at leading labs in India

* Fitsinto one's pocket and as such, is a personal water purifier.

Tone and Manner- Caring and concerned.

Long meetings were held between the managentent and the agency. During these meetings the members of the
management team comprising mostly the family members used to storm the agency proposals with their own
perception and ideas from all directions on issucs like the colour scheme of posters or the necessity of a female
model to make the PoPs (Point-of-Purchase material) attractive. This ended up distorting the integrity of the
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proposals. From the varibus options provided, the 20 sccond TV commercial selected was one with an element of
humour in it since the majority of management found it amusing {sec story baard).

The agencics, however, were facing high market depression and could not afford 1o lose United Aqua as a client and
therefore chosé to consent to please the management by appreciating their comments and altering the adventising
material accordingly.

1.4 THE TIMING OF LAUNCH

The product was launched deliberately planned in the summier $eason (June '97} when the markcl demand is al 1ts
peak for purified water/ water purifiers,

1.5 THE RESULTS

Puripen was launched, and for tic first fow weeks the rewalers and dealers were quite optimistic about the product
owing 1o its kigh profitability and a huge advertising back up provided by the caompany, However, very soon it was
realised that the product was not showing movement ofl the shelf as expected,

The management called the advertising team and insisted for changes in the advertising content. A survey was done
by the agency to check the cuslomers’ perception only to find that-

[. A majority of pcople who were aware of the produst considered il as an accessory item or 2 complicated
clecironic gadget (like a cell-phone. which is more of a status symbol in India) and did not acwally understood
the use or benefits of the product.

2. Out of prople who were inquisitive enough to get detailed information from a retailer, or avhere the Tetailer
himself volunteered to demonstrate the product, 60% appeared to be inierested i in the product or had alrcady
Lought it. This was mainly in the upmarket shopssupersiores.

3. Rest 40% were not convinced since Puripen did noi (ilter the watcer and the effect of purification was not visible

" as it only killed the microscapic germs and not the visible imnurities and therefore, Lhe source of water_still-
reinained an imporiant consideration for thte consumer as against the other substitute products. Many people
were nol amused by the idea of “killing” the germs “in the glass’ and not filiering them out. Mercover, they
found it ludicrous to use the gadget and wait for more than hail a minute every time for a glass of water with
visible impurities still not removed.

By ths time, most small retailers had staned ofTering discounts a1 the expense of their own margins in order to clear
alyaipe -
their stacks.

The agency then suggested a strategy to It the customers™ emotions with a wave of fear based upon water bome
diseascs spreading in India during sumimer. A new series ol press ads were released highlighting Puripen as a 100l 10
prevenl such diseases. The product also appeared in a number of consumer [air§ and exhibitions. This invoked
interest in te product and led (o 2n increased number of informed customers, but by this time, the retailers had lost
faitks in the product and were reluctant o stock it any longer. Even the dll’CC'l‘ sclling teams had not fully come into
eperation by then.

The pavments 10 the advertising agency were delayed due 10 highly unfavourable results of the launch and the
agency stopped doing any further work tor rhe brand and later suflered huge losses in the form of bad debis. The
venture was finally called o!T for the tima S2ing withowt tie customer even recognising the innovative product or the
brand.

The management was still surprised by ¢ * [atlure of such an innovative product. Analysis said that the siralepy

lacked the basic requisites ol an innovativ+~ new product launch in terms oft

+  Product features- eg., unable to {ilter. * ==k ol lime indicalor

+  Vaoucly defined wrget audience and therefore wnclear positioning

e {rrelevant and inconststent promotion sirategys ie., insufficient product demonstration, poor creative content

s  Inappropriate distribution channels: ie.. small retailers seiling a conswmer durable product worth Rs.600 per
Ll
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Was the failure of Puripen just-related to the launch strategy or were there larger issues involved? Firstly, the core
competency of United in the ielecom instruments business, which was related 1o catering to the needs of
corporate/enterprise sector rather than serving the domestic/personal segments, and secondly, the very basis of
conception of a new product- whether market/consumer based or production/resource based could be questioned.

The management is trying to look for the possibilitics of a re-launch in India. The pricing of the product is also
being reconsidered.

1.6 DISCUSSION QUESTIONS )

L.

2.

Do you think 1hat the promotional strategy was appropriate to create a pull for the product/brand, ic., to make
customer walk into a store and ask for Puripen? :

What were the reasons for the failure of discounts offered by the retailers ta the customers in promoting the
product? How did it affect the brand?

If you are the sales and marketing head, what strategy would you adopt for the re-launch. Justify your
recomunendations. Also consider the competition that may imensify-further, soon after the product is Jaunched.

Weuld you recommend a team of daor-ta-door sales professionals, engaged in sales communication, explaining
the product features, answering to the prospects® queries, for achieving sales? Justify your answer.
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Appendix I
PURIPEN : MEDIA STRATEGY,PLAN & COST DETAILS 1997

THE TARGET CONSUMER:
Demographics : Rs.2500+MHI
: Men and women
SSC +.35
SE.C. A+tAB.
urbar/ semi-urban Habitat
Psycho-graphics:: Health conscious, serious , planned
Doesn't take life too easily .
Mobile, contemporary.

THE PRIME TARGET TERRITORY
To define the prime target territory it would be essential to describe the potential consumer in
. terms of his habitat and attitude.

HABITAT

The habitat is almost uniform across the urban country in tems of availabilily of pure
uncontaminated drinking water. The need for pure drinking water is felt across all major cities
with exceptional variations in few cases. However the phenomenon is more acute in the }arge
cities where the population density is higher.

ATTITUDE

Sensitivity towards the need for a safer life distinguishes one person with another and in our case

the major determining factor for opting our product. However the metropolitan inhabitant is

relatively modem in his/her life style and attitude which makes him a strongcr potential target for

such products.

Following the above assumption, it would be wise to define the potential hierarchy as under:

e A+ Markets: Major metropolitan cities: Bombay, Delhi, Calcutta, Chennai Hyderabad,
Bangalore, Ahmedabad.

e A Markets: Mini-metros: Pune, Nagpur, Jaipur, Kanpur, Lucknow, Surat, Kochi,
Coimbatore, Vadodara, Indore, Patna, Madurai, Bhopal, Vizag, Varanasi, Ludhiana.

o (C Markets: 101 towns with population between 5-10 lakhs.

THE ADVERTISING OBJECTIVE:
A sequential transformation of the consumer’s mind is expected to occur as a result of the
campaign.
e Stage I: Creating Awareness-
This is expected to be achieved at a fast pace keeping in mind the novelly value of the
product.
» Stage II: Creating Top of the Mind Awareness-
Media Hype will create TOM Awareness to create a desire to possess the product.
e Stage III: Converting desire to Sales-

In this particular stage, a persuasive distribution infrastructure is crilical to enable growth of

Impulse and actual product experience.
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Two Dangers-
* The Not for Me syndrome:

Even after firm conviction, consumers often drift away with a residual resistance that it is a
good product but may be not for me. At this stage it is important to repeatedly highlight

different occasions of usage.
» The Inertia Syndrome:

A significant proportion of the consumers remain in the inerlia of not buying the product
though tharoughly convinced on its virlues. Repetition of product virtues is the only route.

Media Objective-

» Create Top of Mind Awareness through high Reach and OTS
* Maintain Top of Mind Awareness through consistent and diverse media presence.
» Create urgency by Innovative scheduling to obtain better quality of OTS.

Media Strategy and Velicle Plan- ,
* Use Television as the primary media vehicle 1o obtain high Reach, OTS and Immediacy.
Consider a mix of various channels 1o
a) Cater 1o different sub-segments of Television viewers
b) Herghten per capital OTS as an important measure of Impact.
e Stimutale Impact through Press at the launch phase
1. Daily Newspapers for making wide coverage and motivating Dealers/Retailers .
2. Magazines for adding qualitative impact. ‘
Use a combination of English and vernacular publication to increase width of coverage.
Emphasise with women interest magazines to make focused Reach to the

housewives/working women.

» Devise Hoarding Sites as a constant reminder medium particularly in the small urban centres
and selectively in the metropolitan cities. Selective Prime sites in metropolitan cities to creale
News Value and as a supplementary medium for reach in the relatively media-starved small

towns.

¢ Use FM Radio in the Metros 10 make specific focus to the young/young Adult Contemporary

City Dwellcers.

Media: A qualitative discussion-

Television .

Stimulates Impulse
Generates Collective responsc: critical for Household Products
Creales high impact, therefore Top of Mind Awareness

Press (Newspapers) .

Quick Propagator
Facilitates Source — Credibility
Ensures Dealers/Relailer satisfaction

Press (Magazines) .

High longevity

Facilitates Family readership

Rcaches a more receplive situation.

Enables focused coverage to key targel segments.

Hoarding .

Creales News Value
Provide Continuous reminders

Radio (FM) .

Niche environment
Reminder ability
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Storyboard for Puripen TV Commercial (20 sec.)

Visual

1 Batllelieid at dusk.
Unit under attack.
Everyone is clueless
Shells travel over-head

2 . The Lieutenan{ has an
idea-
He takes out a Puripen

3 Wateris poured
The Penis inserted

In ECU we see the
lights blink

4 The Major is distraught

The Lieutenan! calms
him

o
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-Audio

SFX : Bailtle sounds

Music denoting defeat begins

O.C. : Sir ! give me 39 seconds
0.C. : Why?

0.C. : 39 seconds that could
make a difference . .. . between
lile-and dealh.

Music becomes suspensefu!

Music continues

)] O.C. - What now?

O.C.: Just 15 secs. to go sir!
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Visual

5 ECU product in action
The water clouds

It's done. The Major is
hopeful

6 The Lieutenant drinks it

7 Pack shot. Giass enlers
frame

8 Battle - scarred but
victorious
Lieutenant putling inAqua
Pen in pocket

AQUA PEN MOBILE S{ECTROMG
WATER FURIFIER

- Audio

Music becomes upbexz.:

O.C. : Will you throv. it on the
enemy?

FVO : You can also do it on
hinhways, offices and restau-
rants

0.C. : Aqua Pen - Get your
life-saver today!




CASE 2 DEVOX (INDIA) LIMITED : A LESS
EXPENSIVE BUT COMPLAINING
CUSTOMER '

Structure

2.0 Cbjectives

2.1 Iniroduction

2.2 Company Profile

2.3 Sales Interaction

2.4 Post Sales Consultation
2.5 Discussion Queslions
2.6 References

2.0 OBJECTIVES

The specific objectives of this case are (0:

®  [dentify the reasons far a conflict in a sales situation both from the point of view of a customer and the
organisalion

Identify the brdging faciors in resolving a conflict.

Learn the negotiation process by observing that cach sitation is a unique situation.

2.1 INTRODUCTION

In this case an attempt has been made to describe 2 sales interaction between a sales person and a complaining
cusiomer.

To familiarise you about the organisation, in the beginning of the case the profile of the organisation has been given.
In addition, the "Indian Sports Shuc Industry' scenario, L..s been detailed as aa annexure to the case.

Afier going (hrough the case you may like to attempt answering the questions, given at the end of this case study.

2.2 COMPANY PROFILE

Devox is the Indian subsidiary of the $3.6 billion Devox International. In June 1998, Devox unveiled one of the
bigger incentives for its weak markets of U.P. and M.P. - a Rs.990 all-leather shoe named Racer. It is the company's
frst serious atlempt 1o break the Rs.1,000 price barrier, that ofien comes in the way of cnsnaring prospective
customers, The first attempt in June 1996 -- a canvas shoe for Rs.490 -- had an image problem, It was cheap fora
Devox but expensive for a canvas that looked much like any other. On trad