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a fresh look at sales planning

SMART VIEW : GUEST COLUMN

Improved sales planning can yield dramatic gains. It is time for a revamp.

a t most times, sales problems

appear never ending and
insurmountable. This stems
partly from the nature

of the function itself.

Sales teams are typically
large and geographically
dispersed. Sales practices,
once developed, tend to

be replicated across the
organization. Once imbibed,
these practices are seldom
questioned. Distance from
the headquarters also
prevents a meaningful
appreciation of the sales
role and the local challenges
involved. On many
occasions, the frontline sales
force fails to identify with
the company'’s strategic
requirements and tends to
operate with a lag effect.
Lack of a robust sales
planning process can result
in further reinforcement of
these problems and cause
systemic inefficiencies and

non—performance.
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Some of the common
issues we observe are:
m significant loss of share in
once-strong territories for no
apparent product reasons
m vast differences between
the top- and bottom-quartile
sales performers
m lack of a segmented sales
strategy; all customers
treated (or mistreated!) alike
® incentives at the frontline

having little bearing on

organizational goals
m sales focus restricted to
the top line and not the
bottom line
® constant battles between
sales and delivery and sales
and marketing

One would do well to
understand that these are
just the symptoms that
show up and not the actual
problems. Any attempt to

solve these issues outright

target setting route plan
coverage model ! sales call :
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A FRESH LOOK AT SALES PLANNING by Vineesh Chadha, Amit Garg, Valliappan K

many ORGANIZATIONS, especially MID-SIZED ones, start their
ANNUAL target setting process with their current sales as the BASE

without further analysis would lead to
superficial solutions, which address just the
symptoms. And the unaddressed underlying
problems would find other ways to
manifest themselves.

In the framework that follows, we cover
the root causes of most sales problems
and provide a general guide to solve these
problems effectively.

Successful sales organizations follow a
simple and disciplined process of planning,
execution and reviews. The critical but often
overlooked part is that of sales planning.
Too many companies see planning as
being limited to the target setting process.
However, there is a lot more that goes into
it. In this article, we outline some of the key
planning pitfalls and how a company may

overcome them.

address both scale and diversity through
your target setting process

Many organizations, especially mid-sized
ones, start their annual target setting
process with their current sales as the base.
By doing so, companies not only over-
burden their star performers but also create
several weak spots. As sales investment
budgets are normally linked to targets, the
company continues to become stronger in
its dominant territories and lose ground in
weak territories. This leads to a vicious cycle
of increasing dependence on a few markets,
pushing itself into a sales niche and creating
several risks for the organization. Not only
do such companies fail to broad base their
market presence, they also become highly
vulnerable to any focused competitive

activity in their core markets.
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The example below shows how this is manifested (see
exhibit02). One FMCG company has 40% of its sales coming
from 10% of the territories in its geography. The other
company has a much more balanced distribution of sales,
with no territory accounting for more than 5%. Concentrated
competitive activity in barely 10% of the market could result
in disproportionately high losses for the first company.
However, the sales managers would continue to push for
higher investments in the core sales areas while continuing
to neglect the other areas. Several companies in the IT sector
have been victims of this. While the going was good, few
companies developed their sales presence in markets outside
their core market. When the recession hit, they found that
they were far behind those competitors who had invested in
other markets. Unable to diversify their sales overnight, these
companies have taken a significant hit in performance.

The reverse situation of unfettered geographic sales spread
can be equally dangerous. In such situations, the company
may fail to create scale in any one location and would
achieve below average return on its sales investments. In
multiple situations, we have seen that such companies create
sub-optimal sales networks, with more than half the sales

organization having marginal or negative contribution to
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the company's profitability (see exhibit(3),
This is particularly true of the Indian

retail industry, where expansion strategies
over the past few vears have led to several
under-performing outlets. It is also true of
many public-sector organizations, where
the objective of achieving penetration

has traditionally dominated the need for

profitability. In a free-market environment

and in the absence of povernment protection,

such a strategy is disastrous,

The fact is that most companies need
to relentlessly pursue both diversification
and scale in their sales operations. Today's
markets are dynamic and highly competitive,
[t is imperative for companies to have a
strong market-driven planning process and
revisit their assumptions regularly. Targets
should strike the night balance between the
top-down and bottom-up approach. This
would ensure that the strategic vision of
the headquarters and the ground realities
are aligned to create a more efficient and

effective sales operation,

move away from ‘one-size-fits-all’
coverage models

For a long time, geographic coverage has
been the first step to designing a coverage
strategy, Bul in some organizations, this
happens to be the last step as well, We come
across many examples where companies
treat different territories and customers
alike, Whenever the company expands to a
new territory, the same coverage structure
and staffing is rolled out. Like the problem
discussed above, this approach ighores the
market reality. In one extreme instance,
we observed that a beverage company

had the same coverage model and staffing
tor rerritories that were more than seven
times apart in terms of their retail density.

Similarly, we have found that territorial
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distributions among managers are often skewed; varying as
much as nine times in one instance of a retail financial
services company.

A structured approach toward designing the coverage
model can significantly improve the results of a sales team.
From our work, we see six key factors, which should be

considered while designing a coverage model {see exhibit04).

put a value on sales time — providing the right level of
support:

If one believes that sales are the most critical point of leverage,
it is imperative that the right support organization be created
for it. In the absence of such a structure, sales managers may
spend more time on operational issues than on selling,

The illustration shows an example of how a manager's
time may be distributed (see exhibitD3). We analyzed the time
spent on various activities that the salespersons were typically
required to do. The face-to-face time with the customer was
less than 25% of the total sales time available—almost half
the global average. Some of the common time-sinks that we
observe are:

& basic lead qualification

® coordinating supply issues with the production/fultillment
teams

m post-purchase query management and complaint resolution
m collection of payments and reconciliation of accounts

m data collection and sales MIS preparation

B administrative activities (booking tickets, expense

statements etc)

cumulative retail profits
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all ORGANIZATIONS appreciate the importance of a key ACCOUNTS
STRATEGY, but few actually COMMIT to one

This level of Fragmentation is often seen
in companies with B2B sales structures, like
most T companies. [n such organizations,
the sales person is expected to perform a
wide variety of tasks and has significant
linkages with operations and finance. As
a result, the person is unable to spend the
right amount of time on sales, leading to a
reduction in sales efficiency.

While all of chese activities are critical,
the role of the sales team needs to be more
sharply defined. Providing the right support
structures can help address many of these
issues. However, many companies seem to
view sales support as an overhead and shirk
from investments in this area. Unfortunately,
they end up paying in the form of bloated
and ineffective sales forces.

A good organization structure helps
maximize the sales managers’ time in

front of the customers while reducing the

management’s distance from the customers, effectively aiding
the organization become more nimble. Realizing this, leading
FMCCG companies provide handheld devices to their frontline
sales people eliminating duplication of work in terms of taking

orders, system entry, and verification,

all customers are not the same

Though we are only at the initial stages of organized retail

in India, almost no sales organization can do without a key
accounts strategy. Even in industries where ‘modern’ retail is
in its infancy, there are several players having disproportionate
influence over the retail trade. In the liquor industry, for
instance, we have found situations where more than 30%

of the retail trade is directly or indirectly controlled by
individuals or ather organized retail players. It is critical to
have a differentiated strategy for such accounts.

All organizations appreciate the importance of a key
accounts strategy, but few actually commit to one. There is
an underlying fear that having a key account strategy equates
to providing monetary benefits, While monetary benefits may

form an important part of a kev accounts strategy, there are
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the INCENTIVE mechanism ALWAYS has
a big ROLE in ensuring sales SUCCESS

several other equally important components,

Senior personnel contacts, differentiated
and higher service levels, better marketing
support and co-creation of new products
and services can also be used to good effect
in handling key accounts. Financial services
organizations, like Citibank, have been
among the Fastest to adopt this madel and
have clearly segmented their sales force to
handle different types of accounts. On the
retail side, companies like P&G have clearly
developed a key accounts management
structure, In the garments industry, many
regional brands have achieved scale and

national presence by developing a specific accounts strategy
for large formart stores across the country.

align incentives to deliver the right results
Adisciplined and structured approach toward sales can be
brought about by a comprehensive and consistent review
processes. But the incentive mechanism always has a big role in
ensuring sales success. Al the same time, misaligned incentives
have existed as long as incentives have. The biggest trap many
organizations face is that incentives do not remain linked to
performance but are increasingly viewed as a part of the fixed
pay. In such a case, it is best to scrap the existing system aned
restart the process after taking the learning on board.

A simple check for alignment is to see if the performance

u size of store

® Jayers reguired

" m span of control

. myplumes and contribution

SOuntE: My case dalahane

THE SMART MANAGER Mowlloc 06

m fotal no. of stores

® distance between stores

™ strateqic vE. operational

® checklist of activities

® sales velocity at the store

m off-market vs. on-market trade

® modern vs. traditional retail —

m salesperson costs

= number of sales persons

= management layers

® route struciure

® frequency of visits

ik woa hes et maradarcom




A FRESH LOOK AT SALES FLANMING by Vineesh Chadha, Amir Garp, Valliappan K

metrics cascade smoothly from the bottom performance and over-performance. As organizations evolve,
to the top of the organization. Whenever the base for incentives changes from revenue to profitability
there is cross-linkage of incentive strizctures, and then to predictability. Small organizations and startups
there is a high chance of misalignment. This would typically provide a greater reward for over-achievement
is particularly common in the case of matnix in the expectation that the organization would stretch to
organizations, where multiple objectives need deliver against sales. More mature organizations, and especially
to be balanced. those that are listed on the capital markers, tend to prefer

In addition to alignment, a good incentive predictability in revenues, m

system should balance the twin objectives
of encouraging the sales force to set higher
targets and reducing the variability between
targets and achievements, This is often a

challenge. The former could lead to moral

hazards and supply chain management issues,

while the latter often prevents the sales force

distribution of sales person time(%
from achieving its full potential. There has to | P (%}
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® does your sales planning process include a realistic, s s e

data-driven market assessment of your target area? Or
i5 it simply driven by last year's perfformanga?

® 5 there & uniform sales madel for all geographies?
Howe large is the difference in customer coverage
requiremants acress the sales taam?

® o you have a differentiated process for dealing
with key accounts across the company? How does
the company fare in markets with higher levels of
retail consolidation?

® do your sales teams have the right level of back-gnd
suppadt? Are they spending most of their tme with
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If the answers to the above are ambivalent or i
negative, it may be time for you to revisit the role of _ o o
planning in your sales erganization. The opportunity is eetent af retail congalidation in different territories |indecoed)
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