Sales strategies

OBJECTIVES

After studying this chapter, you should be able to:

1. Understand and appreciate the differences between sales and marketing strategies
2. Appreciate where the key marketing concepts fit into the planning process

3. Identify component parts of the communications mix

4. Differentiate between objectives, strategies and tactics

KEY CONCEPTS

branding

budget

cold calling/canvassing
external audit

internal audit
promotional mix

PEST/PESTLE/STEEPLE analysis
push and pull strategies
sales forecast

sales planning process
SWOT analysis
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2.1  SALES AND MARKETING PLANNING

To be effective, sales activities need to take place within the context of an overall
strategic marketing plan. Only then can we ensure that our sales efforts complement,
rather than compete with, other marketing activities. Accordingly, sales strategies
and management are afforded a more holistic perspective and tend to cover the
whole organisation. Hence, the current general consensus is that sales strategies and
tactics may only be arrived at, implemented and assessed against a framework of
company-wide objectives and strategic planning processes. Before discussing sales
strategies and tactics, the nature and purpose of strategic market plans and the place
of selling in these plans is outlined and discussed.

2.2 THE PLANNING PROCESS

The nature of the sales planning process is outlined in Figure 2.1. This process can
be likened to that of operating a domestic central heating system. We first determine
the temperature required, timing, etc. (setting objectives) and procedures which
must be followed to make sure that this is achieved (determining operations). Next
we have to implement appropriate procedures, including ensuring that the neces-
sary resources are available (organisation). At this stage we can commence operation
of the system (implementation). Finally, we need to check how the system is operat-
ing, in particular the temperature level that has been reached (measuring results).
Any deviations in required temperature are then reported and corrected through the
thermostatic system (re-evaluation and control).

This planning process can be described through the acronym MOST which
describes the process from the general to the specific: mission, objective, strategy,
tactics.
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Figure 2.1 The planning process
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ESTABLISHING MARKETING PLANS

There is no universal way of establishing an ideal marketing plan; nor is the process
simple in practice because every planning situation is unique. Conceptually, how-
ever, the process is straightforward, consisting a series of logical steps. The market-
ing plan (Figure 2.2) can be portrayed as a hierarchy consisting of three levels:

¢ Objectives: where do we intend to go? (goals)
e Strategies: how do we intend to get there? (broadly descriptive)
e Tactics: the precise route to be taken (detailed)

Business definition (corporate mission or goal)

As a prerequisite to the determination of marketing plans, careful consideration should
be given to defining (or re-defining) the overall role or mission of the business. This
issue is best addressed by senior management’s asking and answering the question:
‘What business are we in?’ The definition of the role of a business should be in terms of
what customer needs are being served by a business rather than in terms of what prod-
ucts or services are being produced. For example, the manufacturer of microcomputers
might define the company as being in the business of rapid problem-solving. In the
automobile industry, companies might define their business as being the provision of
transport, conferring status, etc., rather than manufacturing cars.

This process of business definition is important. Not only does it ensure that a com-
pany thinks in terms of its customers” wants and needs, but also in terms of the plan-
ning process, it forms a focusing mechanism for more detailed aspects that follow.

Situation analysis/marketing audit

The precise content of this step in preparing the marketing plan will vary from com-
pany to company, but will normally consist of a marketing analysis and an analysis
of strengths /weaknesses, opportunities and threats (SWOT).

Figure 2.2  Hierarchy of the marketing plan
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Market analysis (or marketing audit)

Examples of data and analysis required under the internal audit include:

1. Current and recent size and growth of market. In the multi-product company
this analysis needs to be made in total, by product/market and by geographical
segment.

2. Analysis of customer needs, attitudes and trends in purchasing behaviour.

. Current marketing mix.

4. Competitor analysis, including an appraisal of:

e current strategy;

e current performance, including market share analysis;
¢ their strengths and weaknesses;

® expectations as to their future actions.

W

As well as analysing existing competition, potential new entrants should be
appraised.

The external audit consists of an analysis of broad macro-environment trends —
Political, Economic, Socio-cultural and Technological (PEST) — that might influence
the future of the company’s products. This original description was first extended
to SLEPT with the introduction of Legal factors, and then to PESTLE with the in-
troduction of Environmental factors and now to STEEPLE with the introduction of
Ecological factors.

Application of PEST analysis to Corus

Corus, an International company producing a wide range of steel products as part
of the India bases Tata group, examined its construction strategy in light of the ex-
ternal environment to identify future market needs. By linking Corus competencies
and technical knowledge to future market needs, Corus aims to develop products
that give the company a competitive advantage in construction using steel prod-
ucts. PEST analysis is a powerful tool that can be used to help analyse the external
construction environment. This analysis involves examining the current situation
with regard to the following factors:

Political
International government policies and directives, for example, planning and envi-
ronmental issues, including sustainability, affect the construction industry.

Economic

The health of the economy and interest rates affect demand for commercial and
residential property. Many governments throughout the world are using taxation as
a means to encourage improving environmental performance, e.g. The Climate
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Application of PEST analysis to Corus (continued)

Change Levy, Aggregates and Landfill taxes. The global construction industry is
increasingly interested in whole life costs of buildings, which include initial capital costs,
operating and maintenance costs — understanding how better design can improve all
these costs.

Social

Changes in the birth/divorce rates and the average number of people living in a
household affect the demand for housing. Increasing crime, an ageing population,
and people’s well-being are part of the social dimension. Corus makes sure that
major social trends and changes and their possible implications for demand for
their products are carefully monitored and assessed.

Technology

New construction technologies affect working practices, for example in the building
industry, constructing more component systems in factories rather than on building
sites.

PEST analysis can be extended to SLEPT through the addition of Legal factors in-
cluding legislation that regulates industry. A PESTLE analysis is extended further
and includes two additional factors.

Legislation

In many parts of the world the construction industry has poor safety and environ-
mental protection records. This has led many governments to look towards improv-
ing the performance of the industry in terms of safety and environmental
performance through new legislation.

Environmental

Two of the main issues here are meeting the Kyoto Agreement in reduction of carbon
dioxide from the burning of fossil fuels and waste going to landfill.

Note: When using PESTLE as a tool for analysis it is possible to get overlap with a
specific issue that can be put into two sections. What is important is to identify the
changes and to understand the impact those changes will have on the construction
industry.

The factors identified in the analysis are concerned with the current situation. How-
ever, it is essential to plan for the future through forecasting events over future years
using factors from the PESTLE analysis. For example, if we take the development
of new products in the construction industry, Corus must think and plan several years
ahead. This is partly due to the need to have accreditation for products. This is a
testing regime carried out by an independent body against relevant international
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Application of PEST analysis to Corus (continued)

standards and building regulations. On successful outcomes of the tests, a per-
formance certification is issued for the specific product in the specific application —
generally stating the structural, fire, acoustic, thermal and durability performance of
the product. This is important as the construction industry is generally conservative
and hence, to introduce a new product, it is essential to have third-party validation
that the product will perform as the manufacturer states. Achieving this accreditation
can take up to two years and it then takes a substantial amount of time to develop
the product for today’s construction industry.

The process of forecasting future events is known as Road Mapping. It allows compa-
nies such as Corus to understand changes in PESTLE factors over time and identify
how these affect the construction industry and link product developments to these
changes. It also allows Corus to identify market opportunities, develop products to
meet these and identify which existing technologies can manufacture them.

Sources: http://www.thetimes100.co.uk/case_study with permission; http://www.corusgroup.com.

Both internal and external audits are deliberate and detailed coverage of the inter-
nal and external elements that have been described. They can be carried out by people
within marketing or from other departments and, most importantly, they must have
the backing of top management as they are central to both the marketing planning
and corporate planning horizons of the company.

Analysis of strengths/weaknesses, opportunities and threats

Here management must make a realistic and objective appraisal of internal company
strengths and weaknesses in the context of potential external opportunities and
threats (SWOT analysis). Opportunities for the future of a business and threats to it
stem primarily from factors outside the direct control of a company and in particular
from trends and changes in those factors which were referred to earlier as the macro-
environment — namely political, economic, socio-cultural and technological factors. It
is important to recognise that the determination of what constitutes an opportunity/
threat, and indeed the appraisal of strengths and weaknesses, must be carried out
concurrently. An ‘apparent’ strength, for example, a reputation for quality, becomes a
real strength only when it can be capitalised on in the marketplace.

A SWOT analysis is not a lengthy set of statements; it is simply a number of bullet
points under each heading. It should be short and uncomplicated as it is from the
SWOT that marketing strategies are generated.

Statement of objectives

On the basis of the preceding steps, the company can now determine specific objec-
tives and goals that it wishes to achieve. These objectives, in turn, form the basis for
the selection of marketing strategies and tactics.
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A company may have several objectives. Although marketing objectives usually
tend to support business objectives, business and marketing objectives may also be
one and the same. It should be pointed out that there are several types of objectives,
such as financial and corporate objectives. Additionally, objectives may be departmen-
tal or divisional. However, regardless of the type or format, each objective requires its
own strategy.

Objectives are needed in a number of areas — production objectives, financial objec-
tives, etc. In a market-driven company, marketing objectives are the most important as
they reflect customer needs and how the company can satisfy these. In a market-driven
company, marketing plans come first in the overall corporate planning process. The
objectives of other areas must then be consistent with marketing objectives. In addition
to this element of consistency, objectives should be expressed unambiguously, prefer-
ably quantitatively, and with an indication of the time span within which the objectives
are planned to be achieved. The acronym SMART describes the requirement for such
objectives: Specific, Measurable, Achievable, Realistic and Time related.

This time span of planned activities often gives rise to some confusion in plan-
ning literature. Marketing plans are often categorised as being short range, inter-
mediate range and long range. The confusion arises from the fact that there is
no accepted definition of what constitutes the appropriate time horizon for each
of these categories. What is felt to comprise long-term planning in one company
(say five to ten years) may be considered intermediate in another. It is suggested
that the different planning categories are identical in concept, although clearly
different in detail. Furthermore, the different planning categories are ultimately
related to each other — achieving long-term objectives requires first that interme-
diate and short-term objectives be met. The following criteria are necessary for
setting objectives:

1. Ensure objectives focus on results

* Because the effects of marketing activity are essentially measurable, sales and
marketing strategies should enable the quantification of marketing achieve-
ment.

2. Establish measures against objectives

¢ Return on investment.

3. Where possible have a single theme for each objective

e Imprecise objectives such as ‘reduce customer defections by 20 per cent
through best-in-class service’ are not acceptable. There are at least two objec-
tives here and each should be quantified.

4. Ensure resources are realistic

* Best practice: attempt to answer common marketing problems through the use
of test and roll-out plans.

* Because testing enables roll-out costs to be estimated reasonably accurately, this
should ensure that campaign running costs are realistic. (Although overheads
or labour cost may not be.)

5. Ensure marketing objectives are integral to corporate objectives

¢ This is indisputable, because there will be a serious mismatch if corporate ob-
jectives differ from marketing objectives, e.g. general corporate objectives sug-
gest expansion into new member countries of the European Union, and specific
marketing objectives only include current member countries.
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Example of establishing an objective

Saga Holidays - Meeting the needs of empty nesters

Saga Holidays was set up to provide holidays for people over 50 years of age with a
high proportion of leisure time, people defined as either ‘retired’ or ‘empty nesters’.
The holidays would be outside school holidays and other peak periods.

Original objective:  Sell long-stay holidays and cruises
Success: Negotiating strength

But what were their options for business expansion?

either 1 Sell holidays to other market sectors
or 2 Sell other products and services to established customers

So what did Saga do?

Instead of expanding out of a profitable market segment into less profitable seg-
ments, Saga met other needs of the retired/empty nester market by selling insur-
ance, savings and other suitable products. The business is thus now defined as a
retired market service provider rather than merely a specialist holiday organisation.

Saga followed what Michael Porter would term a Focus Business Strategy as opposed
to a differentiation strategy or cost leadership strategy.

In today’s competitive market, it is not uncommon for companies to diversify their
product offering to an established customer base. With customer acquisition, cus-
tomer service and database management costs already met, this may indeed be
the most profitable expansion option.

Saga offers a practical example of ‘WHAT WOULD OUR CUSTOMERS WANT TO BUY
FROM US NEXT?'

A most important document in a company is the annual marketing plan, which
the sales manager plays a key part in preparing. The remainder of this chapter dis-
cusses planning in the context of the preparation of this annual document.

Determine sales and market potential
and forecast sales

A critical stage in the development of marketing plans is the assessment of market
and sales potential followed by the preparation of a detailed sales forecast. Market
potential is the maximum possible sales available for an entire industry during a
stated period of time. Sales potential is the maximum possible portion of that market
which a company could reasonably hope to achieve under the most favourable condi-
tions. Finally, the sales forecast is the portion of the sales potential that the company
estimates it will achieve. The sales forecast is an important step in the preparation of
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company plans. Not only are the marketing and sales functions directly affected in
their planning considerations by this forecast, but other departments, including pro-
duction, purchasing and human resource management, will use the sales forecast in
their planning activities. Sales forecasting, therefore, is a prerequisite to successful
planning and is discussed in detail in Chapter 16.

Generating and selecting strategies

Once marketing objectives have been defined and market potential has been as-
sessed, consideration should be given to the generation and selection of strategies. In
general terms, strategies encompass the set of approaches that the company will use
to achieve its objectives.

This step in the process is complicated by the fact that there are often many alterna-
tive ways in which each objective can be achieved. Although several strategies may be
evaluated, only one strategy can be employed, giving rise to the formula: one strategy
per objective. For example, an increase in sales revenue of 10 per cent can be achieved
by increasing prices, increasing sales volume at the company level (increasing market
share) or increasing industry sales. At this stage it is advisable, if time consuming, to
generate as many alternative strategies as possible. In turn, each of these strategies
can be further evaluated in terms of their detailed implications for resources and in
the light of the market opportunities identified earlier. Finally, each strategy should be
examined against the possibility of counter-strategies on the part of competitors.

The example that follows was provided by PR Artistry and concerns one of their
clients, MCRL. It provides an illustration of how the planning process is implemented
through the application of what the company has termed GOSPA.

GOSPA for MCRL

GOSPA is a corporate performance management process that implements and pro-
duces measurable results. It stands for Goals, Objectives, Strategies, Plans and Actions.

Using this process improves communication, control, morale, measurement and per-
formance through a set of easy to implement steps. It gives management a structure
for business planning, change, restructuring, measurement and consistent communi-
cation after an initial short training period. It is appropriate for organisations both
large and small.

Goals in relation to press relations for MCRL in Europe

G1 To build a strong brand and market for MCRL by raising awareness in the press
and amongst potential customers within the retail sector in the UK, France,
Italy and Germany

G2 For MCRL to be an immediate shortlist choice as a supplier to the ‘Enterprise
Service Bus’ in terms of content integration and digital media/store-innovation
projects within retailers in the UK, France, Italy and Germany.
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GOSPA for MCRL (continued)

Objectives

o1

02

03

o4

Implement a regular press release service, issuing a target of one release per
month per country to a specific target press list concentrating on quality rather
than volume starting January 2008

Produce articles and opinion pieces for the target press using James Pemberton,
Michael Jaszczyk and Mike Camerling to position MCRL as the company that
provides the technology for retailers to adopt what is next in retail starting
January 2008

Produce additional case studies of customers to illustrate how MCRL applica-
tions can benefit customers, in-store staff, operations and IT departments start-
ing January 2008

Monitor forward feature opportunities in target publications, contributing
relevant and authoritative material whenever possible beginning December
2008

05 Provide a co-ordinated approach to the press in the UK, France, Italy and Germany.
Strategies
S1 To target three distinct audiences within retailers — marketing, operations and

S2

S3

sS4

IT. To agree key messages for each of these audiences, e.g. for IT to give advice
and guidance as to how to provide the ‘Enterprise Service Bus’ concept

For Mary Phillips of PR Artistry to work with James Pemberton of MCRL to pro-
duce an opinion piece per quarter for proactive placement with the retail press
To build a selected list of target publications in each country and a target list of
freelance writers in the retail sector. Possibly three sub-lists dealing with the
three target audiences mentioned in S1

Proactively identify and target forward features in the target press on a contin-
uous basis, making submissions wherever possible.

Plans for January, February, March

P1
P2

P3
P4

Produce media lists for each country

Prioritise the first six press releases for each country:

* Metro - shopping list management

e HIT - PSA in use since July at Dohle Retail Group

»  Wincor Nixdorf partner release regarding Retail Management System (RMS)

» PSA uses Flash MX for the first time

+ Retail framework to integrate with portable shopping systems (PSS) to by-pass
Point of Sale (POS)

« MCRL and RMS certified SIF (store integration framework) by IBM

Write and issue the first three press releases

Agree and prioritise the first two opinion pieces — possible topics:

» MCRL provide the infrastructure necessary for retailers to benefit from the next
wave of in-store systems, including in-store digital media, kiosks, PSA, PDA
and intelligent scales
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GOSPA for MCRL (continued)

» Digital signage — MCRL shows the right approach to get meaningful ROI
metrics and a sustainable and manageable solution. ‘There’s more to it than
just hanging a few screens with TV commercials’

» Flash comes of age to make the shopping experience easier and more fun

P5 Write and get the first two articles placed.

Actions

A1l Meeting in Paris on 9 December — MCRL, PRA and MN

A2 PRA to write the first press release and then PRA and MN to introduce MCRL to
the target press

A3 Agree topic for the first opinion piece.

Source: http://www.gospaplanning.com.

Examples of strategies

We begin by supposing that the objective is to maximise profit from dealings with
established customers.

Strategy 1: Targeting To the marketer, targeting is equivalent to segmentation. A
segmentation/targeting strategy may be based on any or all of the following;:

¢ value (high or low consumption, value of goods purchased);

* customer preference (telephone/email ordering service, type of products/services
purchased);

e lifestage (status of relationship between supplier and customer: active/lapsed/
dormant customer/months since last purchase).

At this point it is important to emphasise that:

* segments must be potentially profitable;
* segments are not mutually exclusive;
* segments are not stable.

Hence, a consumer may fall into more than one segment or different segments at
different times. If the segment requires a special effort to reach or appeal to it, then it
must have sufficient potential purchasing power to justify the effort.

Strategy 2: Pricing In line with the classic marketer’s approach, the following pric-
ing strategies may be adopted:

e make short-term tactical reductions;
e establish price premiums;
* elevate perceived quality.

Thus, the classic principle of elevating the perceived quality of a brand so that it
can command a higher selling margin may be adopted. Additionally, a discount has
more value if the worth of what is being discounted is understood.
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Discounting is of course prevalent in all marketing. In fast moving consumer
goods (FMCG) markets it tends to be driven by competitive or retailer pressures.
Often, tactical cuts are seen as defensive.

Strategy 3: Customer retention Because advanced technology enables suppliers to
track the progress of an enquirer or customer, focus is increasingly shifting from
mere product profitability to the profitability of customer relationships. However,
customer profitability will be determined by:

e the cost of acquisition;

¢ thelosses of customers or would-be customers at various key stages in the relationship.
Key stages in the customer relationship could be revised as:

* enquiry

® conversion to customer

* repeat purchase

* up-trade

¢ threatened dormancy

® recovery.

The probability of loss usually declines with the length of the relationship.
In consumer markets (but not in business markets) most often the duration of a re-
lationship outweighs rate of spending in determining the lifetime value of the rela-
tionship. Here, a customer database will not only facilitate measurement of this
relationship, but more importantly enable corrective action to be undertaken more
easily. Thus, an offer may be triggered to prevent the customer ‘going dormant’.
Consequently, if the customer fails to respond and does go dormant, further offers
may be made to recover the customer and re-start the relationship/recovery.

Additionally, there could be a customer development and retention strategy,
which could provide the means to retain customers. There may be a retention strat-
egy based on customer care and a development strategy based on sales promotion.

From this list of alternative strategies a choice must be made with regard to the
broad marketing approach which the company considers will be the most effective in
achieving objectives. This must then be translated into a strategy statement which
must be communicated to and agreed with all those managers who will influence its
likely degree of success or failure. Once again, the specific contents of such a strategy
statement will vary between companies, but as an example a strategy statement
might encompass the following areas:

1. A clear statement of marketing objectives.
2. A description of the choice of strategies for achieving these objectives.
3. An outline of the broad implications of the selected strategies with respect to the
following key areas in marketing:
* target market
® positioning
e marketing mix
e marketing research.

At this stage the strategy statement should give a clear and concise indication of
the focus of the major marketing efforts of the company. Once this has been dis-
cussed and agreed a detailed plan of action can be prepared.
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There are many tools available for generating strategic options, the most popular
of which are the Boston Matrix and the GE/McKinsey Matrix. A description and
application of such tools is more appropriate to corporate strategy and strategic mar-
keting planning texts and does not fall within the sphere of this text. However, analy-
sis using the product life-cycle concept and diffusion of innovations is appropriate in
this context and these have been discussed in Chapter 1. SWOT analysis is a useful
method of generating strategies. A number of stages are necessary:

1. Evaluate the influence of environmental factors (PESTLE) on the company.

2. Make a diagnosis about the future.

3. Consider company strengths and weaknesses in relation to all key areas of the
company.

4. Develop strategic options.

For example, in Figure 2.3 let us consider the case of a specialist, low volume UK
sports car producer.

Strengths Weaknesses
1 Well-established brand name 1 Production only semi-automated

In business since 1920 2 Maximum production 30 units per

Cult following week

Long waiting list

4 Only sold in UK, USA, Germany,

2
3
4 Low price
5 Holland, Belgium and Scandinavia

Consistently good press reviews

Opportunities Threats

1 USA market can take twice their 1 Some purchasers not prepared to
allocation wait

2 Other European countries would like 2 Other volume manufacturers now
to purchase producing niche models like this

Figure 2.3 SWOT matrix for a sports car producer

Strategic possibilities using SWOT analysis

As an illustration, here are two strategic possibilities for the sports car producer men-
tioned in Figure 2.3. Use existing strong, well-established brands to raise production
levels through automation to market to other European countries (51, S2, W1, W2,
02, T2). Raise the basic price (54, W3, O1, T1, T2).

This is an application of the use of the SWOT matrix which in essence takes ele-
ments of SWOT and brings them together to form marketing strategies. It was first
proposed by Weihrich in 1982.!

Preparing the marketing programme

The strategy statement prepared in the previous section provides the input for the
determination of the detailed programme required to implement these strategies.
The first step in the preparation of this programme is the determination of the
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marketing mix. Detailed decisions must be made with respect to product policy, pric-
ing, promotion and distribution. Care should be exercised to ensure that the various
elements of the marketing mix are integrated, i.e. that they work together to achieve
company objectives in the most effective manner.

At this stage of the planning process what has previously been an outline plan
for guiding decision-making becomes a detailed operational plan and this section is
inevitably the lengthiest part of the planning document. It is on the basis of this part
of the plan that day-to-day marketing activities and tactics of the company will be
organised, implemented and assessed.

Allocating resources — budgeting

Having made detailed decisions with respect to the elements of the marketing mix,
the next step is to assemble a budget for each of these elements. In most companies
limited resources ensure that managers from the different functional areas have to
compete for these scarce resources. It is likely that much discussion will take place
between those responsible for each element of the marketing mix. In addition, it may
be found that initial marketing objectives, strategies and detailed plans for the mar-
keting programme to achieve the forecast level of sales may, in the light of financial
and other resource constraints, be unrealistic. In this event modifications to the orig-
inal plan may have to be made.

It should be noted that at this stage an estimate can be made of both costs and rev-
enues and a forecast profit and loss statement prepared.

Implementation

The procedure so far should have resulted in the preparation of a detailed document set-
ting out what is to be done, when it will be done, who is responsible and estimated costs
and revenues, as well as agreed time frames for the various activities in the plan. Once
approved, details of the marketing plan should be communicated to everyone involved.
This communication is an essential and sometimes neglected aspect of marketing plan-
ning. Many companies have elaborate marketing plans that are not implemented
because key people have not been informed or have not agreed the proposed plan.

Control

Finally, the plan should contain an outline of the control mechanisms that will be ap-
plied. This should include details of major objectives and key parameters in the
measurement of the degree of success in achieving the objectives, thereby enabling
corrections and modifications to be made as the plan unfolds. This control part of the
marketing plan should specify what is to be measured, how it is to be measured and
what data are required for measurement. It may also include details of what action is
to be taken in the light of deviations from the plan. This contingency planning is a
key feature of any planning process, recognising as it does that plans need to be flex-
ible in order to accommodate possible unforeseen or unpredictable changes in the
market. The overall marketing planning process is summarised in Figure 2.4.
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Figure 2.4  Anoverview of the marketing planning process



2.4

Sales perspective

THE PLACE OF SELLING IN THE MARKETING PLAN

We have examined how marketing plans are prepared. The sales function has an im-
portant role to play in this process and we now look at the nature of this role and, in
particular, the contribution that the sales function makes to the preparation of the mar-
keting plan and how the sales function itself is influenced by the marketing plan.

Contribution of the sales function

Throughout the planning process alternative courses of action need to be identified
and decisions taken as to which of these alternatives is the most appropriate. Contin-
gency planning measures such as these involve identifying alternatives and choosing
between them, which requires accurate and timely information. A key role of the
sales function in the planning process is the provision of such information. This be-
comes clearer if we examine some of the stages in the planning process where the
sales function can make a valuable contribution:

(a) analysis of current market situation (marketing audit)
(b) determining sales potential/sales forecasting

(c) generating and selecting strategies

(d) budgeting, implementation and control.

Toyota

By constantly finding out what its customers will want to buy next, Toyota has
achieved profitable line extension and replacement. In fact, by being able to make
additional low-cost sales to its established customers, Toyota has not only achieved
sustainable competitive advantage through customer retention, but is also in a
stronger position to invest in expansion.

As a result, in 70 years Toyota has now become the world’s largest vehicle manufac-
turer employing more than a quarter of a million people on six continents.

Source: http://www.toyota.com.

Analysis of current market situation (marketing audit)

The proximity of the sales function to the marketplace places it in a unique position
to contribute to the analysis of the current market situation facing the company. In
particular, sales is often well placed to contribute to the analysis of customer needs
and trends in purchasing behaviour. The sales manager can also make a valuable
contribution in terms of knowledge about competitors and their standing in the
marketplace. This informational role of sales managers should not be ignored



Sales strategies

because, through the salesforce, they are ideally equipped to provide up-to-date,
accurate information based on feedback from customers.

Determining sales potential/sales forecasting

As we see in Chapter 16, an important responsibility of the sales manager is the
preparation of sales forecasts for use as the starting point for business planning.
Short-, medium- and long-term forecasts by the sales manager form the basis for
allocating company resources in order to achieve anticipated sales.

Generating and selecting strategies

Although decisions about appropriate marketing strategies to adopt rest with mar-
keting management, the sales manager must be consulted and should make an input
to this decision. Again, the sales function is ideally placed to comment on the appro-
priateness of any suggested strategies.

The sales manager should actively encourage sales staff to comment upon the
appropriateness of company marketing strategies. The field salesforce are at the fore-
front of tactical marketing and can more realistically assess how existing target
markets will respond to company marketing initiatives. Indeed, the fact that there
are front-line people who benefit from the most contact with customers should not
be overlooked.

Budgeting, implementation and control

Preparation of the sales forecast is a necessary precursor to detailed marketing plans.
The sales forecast is also used in the preparation of the sales budget.

On the basis of the sales forecast, the sales manager must determine what level of
expenditure will be required to achieve the forecasted level of sales. The important
thing to remember about this budget is that it is the cornerstone of the whole budg-
eting procedure in a company. Not only the activities of the sales department, but
also production, human resource management, finance and research and develop-
ment will be affected by this budget. Because of this importance, sales budgets are
considered in detail in Chapter 16. At this stage it is sufficient to note that in prepar-
ing the sales budget the sales manager must prepare an outline of the essential sales
activities required to meet the sales forecast, together with an estimate of their costs.
The precise contents of the annual sales budget will vary between companies, but
normally include details of salaries, direct selling expenses, administrative costs and
commissions and bonuses.

Having agreed the sales budget for the department, the sales manager must
assume responsibility for its implementation and control. In preparing future
plans, an important input is information on past performance against budget and,
in particular, any differences between actual and budgeted results. Such ‘budget
variances’, both favourable and unfavourable, should be analysed and interpreted
by the sales manager as an input to the planning process. The reasons for budget
variances should be reported, together with details of any remedial actions that
were taken and their effects.
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Influence of marketing plan on sales activities:
strategies and tactics

Any planning process is effective only to the extent that it influences action. An
effective marketing planning system influences activities, both strategic and tactical,
throughout the company. The classical marketing approach favours the inside-out
planning model proposed by Schultz, Tannenbaum and Lauterborn (Figure 2.5).2

However, the reverse outside-in planning model is becoming increasingly popu-
lar. Figure 2.6 shows an outside-in planning sequence, starting with a calculation of
the cost per sale to current customers, then to lapsed customers and prospects on the
database, and finally to new customers. The cost-per-sale calculations determine the
sales target in each case.

This process is followed by a strategy for each discrete segment. A product may
not, for example, be offered to each segment at the same price. Similarly, types of
communication will be different for each segment.

Monetary objective
U
Costs
U
Contribution margin
U
Marketing funds
U

Allocations against prospects

Communication choices
U

Implementation

Figure 2.5 Inside-out planning model

Current customer sales objective

U
Captive files sales objective
U
Ex-database sales objective
U
Total sales objective
U
Segment strategies
U
Communications plan
U
Test Test Test
U
Roll-out

Figure 2.6  Qutside-in planning model
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Both the segment strategy and the content of communications will, ideally, be
tested against reasonable alternatives. The most successful alternatives on testing
will then be rolled out to the remaining population in each segment.

Although the inside-out model is financially driven, it is much less safe than the
customer orientated planning model. Perhaps this influence is most clearly seen
through decisions relating to the marketing programme or marketing mix. Sales
strategies are most directly influenced by planning decisions on the promotional
element of the marketing mix. Here we will consider briefly the notion of a ‘mix” of
promotional tools, outlining the considerations in the choice of an appropriate mix
and the implications for sales strategies. In particular, the important and often misun-
derstood relationship between advertising and selling is explained and discussed. We
conclude this section by examining briefly the nature of sales tactics.

The promotional mix

Earlier in this chapter we suggested that an important facet of marketing planning
is the preparation of a marketing programme, the most important step in this
preparation being the determination of the marketing mix — product, price, distri-
bution and promotion. As selling is only one element in the promotion part of this
mix, it is customary to refer to the promotional mix (or more correctly the commu-
nications mix) of a company. This traditional promotional mix is made up of four
major elements:

1. advertising

2. sales promotion

3. publicity /public relations
4. personal selling.

To these traditional elements can now be added:

a1

. direct marketing
6. interactive/internet marketing.

In most companies all four traditional elements can contribute to company sales,
but a decision has to be made on where to place the emphasis. This decision is made
at the planning stage. In addition, it is important that the elements of the promo-
tional mix work together to achieve company objectives. An important planning task
of management is the co-ordination of promotional activities.

Several factors influence the planning decision on where to place emphasis within
the promotional mix. In some firms the emphasis is placed on the salesforce with
nearly all the promotional budget being devoted to this element of the mix. In others,
advertising or sales promotion is seen as being much more efficient and productive
than personal selling. Perhaps the most striking aspect of the various promotional
tools is the extent to which they can be substituted for each other. Companies within
the same industry differ markedly in where they place the promotional emphasis, a
fact which makes it difficult to be specific about developing the promotional mix
within a particular company. As a guide, some of the more important factors influ-
encing this decision are now outlined.

1. Type of market. As we explained in Chapter 1 one of the major distinctions between
types of markets is that which exists between business and consumer markets and
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hence B2B and B2C marketing. As we saw, the application of the marketing mix ele-
ments will often differ when marketing in each of these markets. For example, we
saw that in general, advertising and sales promotion play a more important role in
the marketing of consumer products, whereas personal selling plays the major role in
marketing to business buyers. We examined some of the reasons for this in Chapter 1
but a major reason for differences between B2B and B2C marketing stem from differ-
ences between business and consumer buyer behaviour processes, which are out-
lined in Chapter 3. An obvious contrast is the marketing of fast moving consumer
goods (FMCG) with the marketing of often highly technical, expensive capital goods
to industry. Despite this, it is a mistake to conclude that advertising does not have a
role to play in the marketing of industrial products. Indeed, the contribution of
advertising is often undervalued by sales personnel and discounted as a waste of
company resources. The relationship between advertising and sales is considered
later in this chapter.

The ‘new” promotional mix increasingly involves e-commerce possibilities and
this is highlighted through developments in this field and the numbers of compa-
nies using this facility. In addition, the use of freephone facilities is also making
communication easier and cost-free to the potential customer. These more con-
temporary issues are highlighted in the two examples that follow.

E-commerce is made e-asy with new site

PSICommerce is a new e-commerce package designed by PSINet to open up the
world of global trading to small and medium businesses. It claims to make mer-
chandising on the web a simple and cost-effective process.

The PSICommerce basic package costs from £125 for SMEs to register and get the
package components to be connected to the internet. An ongoing connection
charge starts at £100 a month.

A Government Competitiveness White Paper says UK e-commerce transactions are
currently worth over $US5 billion. Growth over the next three years could reach
over $US50 billion, with 70-80 per cent of e-commerce revenues expected to involve
small and medium sized enterprises, either in business-to-business or business-to-
consumer roles.

The Managing Director of PSINet UK and Vice President of Europe, suggests that
SMEs’ appetite for e-commerce is rapidly developing. But adoption of it is often
throttled because of fear of costs related to the technical complexities of develop-
ing and building an internet ‘shop’ and integrating to the credit card payment
systems.

The PSI package allows any small business to instantly trade globally on the inter-
net. They may have only two or three clients worldwide but the internet enables
them, by negating location, to overcome the physical barrier to trade.

Source: www.psicommerce.co.uk.
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Benefits to business of marketing numbers

Many companies do not realise that telephone numbers can be an effective marketing
tool in terms of generating revenue and increasing customer bases. Research shows
that marketing numbers can increase calls by up to 300 per cent. Experts in this in-
dustry have suggested a number of benefits when using marketing numbers and has
given a number of questions to be asked when weighing up the pros and cons:

* Are you trying to increase awareness of the company, products and services?

» Are you trying to improve the quality of your customer service?

» Are you trying to broaden the reach of your business?

» Do you already have a solid customer base and want to generate a new revenue
stream?

For example, Telecom1, one of the most innovative companies in this market, include
the following facilities for marketers:

Freephone (0800/0808) — customers reach the company free of charge.

Local rate or Lo-call (0845/0844) — customers pay a few pence per minute ac-
cording to the time of day and day of the week, regardless of where in the country
they call from.

National rate (0870/0871) — a single, location-independent number. Calls cost the
same as local rate calls. Customers pay national rate charges and the business ben-
efits from revenue generated from every call it receives.

Gold numbers - this is based on offering a memorable number that will hopefully
stick in a customer’s memory and thus generate more business.

Alphanumeric numbers - dialling a word in place of a number, e.g. 0800 BUSINESS.

Websites www.theidm.com (Institute of Direct Marketing) www.telecom1.com and
www.oftel.com.

. Stage in the buying process. In Chapter 3 it is suggested that for both industrial and
consumer products it is useful to consider the stages through which the prospective
purchaser passes en route to making a purchase decision. Although there are a num-
ber of ways in which this process may be conceptualised, essentially it consists of the
potential purchaser moving from a position of being unaware of a company and/or
its products, to being convinced that its products or services are the most appropriate
to the buyer’s needs. The sequential nature of this process is shown in Figure 2.7.
For a given outlay, advertising and publicity are more effective in the earlier
stages of moving potential purchasers through from unawareness to comprehen-
sion. Personal selling is more cost effective than other forms of promotional activ-
ity at the conviction and purchase stages. This is not to suggest that ‘cold calling’
is not an important area of sales activity but, as we see later, such cold calling is
rendered much more effective if the customer is already aware of the company’s
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Unawareness
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Awareness
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Y

Conviction

Y

Purchase

Figure 2.7  Stages in the buying process

products. ‘Cold calling” or ‘cold canvassing’ is normally associated with direct
selling to the general public. Such sales personnel often rely on a previously pre-
pared sales script, and this has given rise to the term ‘canned selling’ in that it
comes out of a tin can, so to speak. The script comprises a logical set of questions,
and when the salesperson meets an obstacle they remember what is in the script
and methods of overcoming it. The script covers a range of techniques from open-
ing the sales interview to closing techniques. The major problem lies in making
the initial call, and cold canvassing training suggests that this initial call should
be about fact finding to gain information and then setting up the next meeting.
In so doing, the foundations are being laid for establishing trust and building an
alliance, because if the order is requested too early and the answer is ‘No’, it is
subsequently difficult to persuade the customer to change their mind. Better to
ask for the order later when the salesperson has ascertained that a “Yes” answer is
a more likely outcome.

The Tack® School of Sales Training was one of the earliest disseminators of such
approaches in the United States after the Second World War and the approach
gives practical advice on such matters as:

¢ the importance of getting the person’s name right;

* using open questions to engage the prospective customer;

e asking initial qualifying questions before commencing the sales pitch;

* not requesting irrelevant information;

* not pretending to have knowledge you do not possess;

* not sounding too enthusiastic as it might be interpreted as desperation; and
* confirming appointments in writing.

Cold canvassing is often viewed negatively and adverse publicity is sometimes at-
tached to such techniques. A number of television programmes have highlighted
cases where high pressure techniques have been applied to unsuspecting customers.
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3. Push versus pull strategies. One of the most important determinants in the choice of
promotional mix is the extent to which a company decides to concentrate its efforts in
terms of its channels of distribution. This can perhaps be best illustrated if we con-
trast a push strategy with that of a pull strategy.

A push strategy is one in which the focus of marketing effort is aimed at push-
ing the product through the channel of distribution. The emphasis is to ensure that
wholesalers and retailers stock the product in question. The idea is that if channel
members can be induced to stock a product they in turn will be active in ensuring
that your product is brought to the attention of the final customer. In general a
push strategy entails a much greater emphasis on personal selling and trade pro-
motion in the promotional mix.

A pull strategy relies much more heavily on advertising to promote the prod-
uct to the final consumer. The essence of this approach is based on the notion that
if sufficient consumer demand can be generated for a product this will result in
final consumers asking retailers for the product. Retailers will then ask whole-
salers for the product, who will contact the producer. In this way the product is
‘pulled” through the channel by creating consumer demand via assertive advertis-
ing. (Channel management is considered in detail in Chapter 10 and in particular
the diminishing role of wholesalers is examined.)

4. Stage in the product life-cycle. Chapter 1 introduced the concept of the product life-
cycle. There is evidence to suggest that different promotional tools vary in their rela-
tive effectiveness over the various stages of this cycle. In general, advertising and
sales promotion are most effective in the introduction and growth stages of the life-
cycle, whereas it is suggested that the emphasis on personal selling needs to increase
as the market matures and eventually declines.

Co-ordinating promotional efforts: the relationship between
advertising and selling

In discussing factors affecting choice of promotional tools, it may have appeared that
to some extent these tools are mutually exclusive — for example, one chooses to con-
centrate either on advertising or personal selling. This is not the case. The relation-
ship between the various promotional tools, including personal selling, should be
complementary and co-ordinated. Perhaps this obvious point would not need to be
stressed were it not for the fact that often this complementary relationship is misun-
derstood. Nowhere is this misunderstanding more evident than in the relationship
between advertising and selling.

It is unfortunate that many sales managers and their salesforces believe that ex-
penditure on advertising is a waste of company resources. Very rarely, they argue,
does a customer purchase simply because a product is advertised, particularly where
that customer is an industrial purchaser. Because of this, the argument continues, the
money ‘wasted” on advertising would be better spent where it will have a direct and
immediate effect — on the salesforce. Increasingly, evidence suggests the notion that
advertising money is wasted in industrial markets is misplaced. Among the functions
that advertising can perform in such markets are:

1. Corporate advertising can help to build the reputation of a company and its
products.
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2. Advertising is particularly effective in creating awareness among prospective
clients. The sales representative facing a prospect who is unaware of the company
or product faces a much harder selling task than the representative who can build
on an initial awareness.

3. Advertising can aid the sales representative in marketing new products by
shouldering some of the burden of explaining new product features and building
comprehension.

4. Advertising using return coupons may be used to open up new leads for the
salesforce.

Overall, by far the greatest benefit of advertising in industrial markets is seen not
through a direct effect on sales revenue, but in the reduction of overall selling costs.
Evidence suggests that, given adequate frequency, this reduction in selling costs to
customers exposed to advertising may be as high as 30 per cent. Conversely, non-
advertisers may find themselves at a disadvantage. The cost of selling to customers
exposed to competitors” advertising may be increased by as much as 40 per cent.

In marketing consumer goods, branding and brand image are very important and
advertising is generally thought to be the most effective promotional tool. However,
personal selling and a well-trained salesforce can contribute significantly to increased
market penetration by influencing stockists to allocate more shelf-space to company
products and persuading new dealers to stock them.

At all times, sales and advertising should be co-ordinated to achieve company
objectives. It is important for sales personnel to be informed about company adver-
tising campaigns. This advertising should be utilised in selling, the advertising
theme being reinforced in the sales presentation.

From sales strategies to tactics

We have seen that a number of factors influence the setting of sales strategies. It has
been suggested that this influence is most direct in determining the relative empha-
sis to be given to sales activities in overall company and promotional strategy. Sales
strategies are also influenced by the marketing and sales objectives specified in the
marketing plan. As an illustration, a marketing objective of increased market share
may mean that the sales manager has to ensure that sales in the forthcoming year in-
crease by 10 per cent. Furthermore, the planning document should specify the route
or strategy by which this objective will be accomplished, e.g. “Additional sales effort
is to be targeted on the opening of new accounts’. Sales objectives and strategies,
therefore, also stem directly from the planning process, after consulation and agree-
ment with relevant personnel.

However, not all researchers support the merits of relationship marketing, and op-
posing this outlook, Shaw argues: ‘Marketers must stop their obsession with loving
customers since it has become a distraction from the basics of selling and tracking the
origins of sale success.”* Having agreed these strategic guidelines, a more detailed set
of activities must be built into the planning process. The sales manager must deter-
mine the specific actions required to achieve sales goals, i.e. tactics.

Tactics encompass the day-to-day activities of the sales function in the achieve-
ment of marketing and sales objectives. Tactics also include actions which need to be
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Figure 2.8 The relationship between objectives, strategies and tactics

taken in response to unexpected short-term events in the marketplace, for example, a
special promotional effort by a competitor. The relationship between objectives,
strategies and tactics is shown in Figure 2.8.

Tactical decisions represent the ‘fine tuning’ of sales activities and encompass
many decision areas covered in greater detail elsewhere; for example, the deploy-
ment of sales personnel — territory design and planning (Chapter 15) — can be consid-
ered a tactical aspect of sales. Similarly, the design of incentive systems (Chapter 15)
should form part of a tactical plan, designed to accomplish sales goals within the
framework of sales strategies.

The importance of tactics should not be underestimated; even the best formed
strategies fail for want of proper tactics. As an example of the use and importance of
tactics in selling, we consider briefly an aspect of purchasing which is of vital interest
to many companies, namely brand /supplier loyalty.

Brand/supplier loyalty

If we examine the purchase of products and services over time, we find that often the
purchasing sequence of individuals indicates that they repeatedly buy the same
brand of a product or, if the product is an industrial one, they consistently buy from
a particular supplier. For such individuals, if we imagine that the brand or supplier
in question is called X, the purchasing sequence would be as shown below:

Purchase occasion 1 2 3 4 5 6
Brand purchased/supplier X X X X X X

There is no doubt that brand/supplier loyalty does exist. Moreover, the cultiva-
tion of such loyalty among customers often accounts for a significant part of tactical
marketing and sales effort, representing, as it does, a substantial market asset to a
company.

By favouring a longer-term perspective, such a cultivation of customer loyalty com-
plements traditional brand-building techniques. Indeed, as Martin insists, customer
relationships with brands help insulate brands from competitors, ‘the customer-brand
linkage can be viewed as an important subset of relationship marketing’.”

Additionally, while Reichheld and Schefter also support this theory when they
claim ‘a large group of customers are influenced primarily by brand” and that these



2.9

Sales perspective

customers ‘are looking for stable long-term relationships’,® Curtis succinctly sum-
marises that ‘customers need to feel that they are part of a brand’s crusade’.”

Before considering the part that sales tactics can play in this process of cultivating
brand loyalty, it is important to explain precisely what is meant by brand loyalty, an
apparently simple notion that gives rise to some misunderstanding.

Let us return to the purchasing sequence just shown. Although we have suggested
that such a sequence is associated with a brand-loyal customer, the existence of such
an array of purchases for a customer does not, of itself, constitute evidence that this
customer is brand loyal. There are a number of possible explanations for this pur-
chasing behaviour. One such explanation might be that this customer concentrates
much of their purchasing in one particular retail outlet and it so happens that this
particular retail outlet only stocks brand X of this product, i.e. the customer exhibits
loyalty, but to the store, rather than the brand. Another possible explanation is that
this customer pays little regard to the particular brand or supplier; they are not con-
sciously brand loyal at all, but rather have simply slipped into the habit of purchas-
ing this brand and cannot be bothered to switch. In this second example it is true to
say that the customer must be reasonably satisfied with the brand being purchased
consistently. If this were not the case, or the customer became dissatisfied, they
would then make the decision to switch. Nevertheless, the fact is that this is not true
brand loyalty.

True brand or supplier loyalty exists when customers make a conscious decision
to concentrate their purchases on a particular brand because they consider that sup-
plier or brand superior to others. There may be a number of reasons/bases for such
perceived superiority, e.g. superior quality, better delivery and after-sales services,
the availability of credit, or some combination of these or other factors. In discussing
possible reasons for brand/supplier loyalty, we enter the realms of motives, percep-
tions, attitudes, etc., and more complex behavioural areas discussed in Chapter 3.

The concept of brand/supplier loyalty is a difficult one, and care should be taken
in interpreting the often conflicting evidence for its causes. Nevertheless, there are
some indications that the salesperson can play a key role in helping to establish
brand/supplier loyalty among a company’s customers. One of the reasons for this is
that learning theory suggests we have a tendency to repeat experiences that give us
pleasure and to avoid those that do not. Among the most powerful and lasting
impressions that serve as a source of pleasure or displeasure in purchasing activities
are experiences in the face-to-face encounters with sales staff. Favourable attitudes
and behaviour of sales personnel in dealing with their customers can contribute
significantly to the creation of brand/supplier loyalty.

CONCLUSIONS

A framework for sales strategies and tactics has been established. We have seen that
these are developed and operated within the framework of marketing planning. The
sales function makes a valuable contribution to the establishment of marketing plans,
providing, as it does, key data on customers, markets, competitors, sales forecasts
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and budgets. In turn, selling activities are directly influenced by decisions taken at
the marketing planning stage. In the meantime, the increasingly essential role of
databases should not be ignored.

We have looked at planning decisions for the marketing programme or marketing
mix and, specifically, at the communications mix in a company. Factors such as type-
of-product market, steps in the buying process, push versus pull strategies and stage
in the product life-cycle have all been shown to influence promotional and conse-
quently sales strategies.

Finally, we examined sales tactics, the relationship between advertising and sell-
ing, and the important area of brand /supplier loyalty. It was shown that advertising
plays a key role in aiding the sales effort, reducing selling costs and easing the sales
task. Brand/supplier-loyal customers are a valuable asset to any company and the
salesforce is central to the establishment and maintenance of such customer loyalty.
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PRACTICAL EXERCISE

Auckland Engineering plc

Jim Withey, Sales Manager for Auckland Engineering plc, a well-established engi-
neering company in the Midlands, received the following memo from D.C. Duncan,
his recently appointed Marketing Director.

Memo

To: ]. Withey, Sales Manager

From: D. C. Duncan, Marketing Director

Date: 16 January 2008

Subject: Preparation of annual marketing plan

You will recall that at our series of preliminary meetings to discuss future market-
ing plans for the company I suggested that I was unhappy with the seemingly hap-
hazard approach to planning. Accordingly, you will recall it was agreed between
departmental heads that each would undertake to prepare a formal input to next
month’s planning meeting.

At this stage I am not seeking detailed plans for each product market, rather I am
concerned that you give thought to how your department can contribute to the plan-
ning process. Being new to the company and its product/markets, I am not fully
up-to-date on what has been happening to the market for our products, although as
we all know our market share at 35 per cent is down on last year. I would particularly
like to know what information your department can contribute to the analysis of the
situation.

To help in your analysis I have summarised below what came out of our first plan-
ning meetings.

1. Business definition. It was agreed that the business needs re-defining in cus-
tomer terms. An appropriate definition for our company would be: ‘Solutions to
engine component design and manufacturing problems’.
2. SWOT analysis
Our main strengths are:
¢ Excellent customer awareness and an image of reliability and quality.
¢ Salesforce is technically well qualified.
¢ Manufacturing flexibility second to none — we respond quickly and effectively
to individual customer needs.

Our main weaknesses are:

® Prices approximately 10 per cent above industry average.

¢ Spending higher proportion of turnover on advertising than most main com-
petitors.

¢ Salesforce not skilled in generating new leads.

Our major opportunities are:

e Some major competitors having difficulty keeping customers because of quality
and delivery problems.
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* Recent legislation means research and development programme on new
TDIX component, emphasising lower exhaust emission levels, should prove
advantageous.

* Recent and forecast trends in the exchange rate should help export marketing
efforts.

* Buyers in the industry seem prone to switching suppliers.

Our major threats are:
e Our largest customer threatening to switch owing to our higher than average
prices.
e Apart from TDIX programme, we have not been keeping pace with rapid tech-
nological change in the industry.
* Some major export markets are threatened by possibility of import restrictions.
3. Objectives
Financial
¢ To increase return on capital employed by 5 per cent.
e Net profit in the forthcoming year to be £4 million.
Marketing
¢ Sales revenue to be increased to £35 million in the forthcoming year.
4. Marketing strategy
Target markets
* Major manufacturers of diesel engines worldwide.
Positioning
¢ Highest engineering quality and after-sales service in supply of specialist low-
volume diesel engine components.

I would welcome your comments on my analysis, together with any views on the
appropriateness of the objectives I have set.

For the next meeting I suggest that as sales manager you give some thought to
where the relative emphasis should be placed in our promotional effort. As I have
mentioned, we seem to be spending an excessive amount on advertising compared
with our competitors. Perhaps you could give me your thoughts on this, as I under-
stand you were in favour of raising our advertising budget from 1 per cent to 2 per
cent of turnover last year. As you are aware, from a limited budget, we must decide
where to place the relative emphasis in our communications mix. Perhaps you can
indicate what you feel are the major considerations in this decision.

Discussion questions

1 Give a brief outline of ways the sales manager can contribute to the marketing planning
process at Auckland Engineering.

2 Looking at Duncan’s analysis of the previous meeting, what issues/problems do you
see that are of relevance to the activities of the salesforce?

3 How would you respond to Duncan’s comments on the promotional mix and in particular
to his comments about the level of advertising expenditure?

4 What is the logic in conducting a SWOT analysis in this context?
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Examination questions

1 Explain the differences between marketing strategies and sales strategies.

2 What is the relationship between objectives, strategies and tactics?

3 Discuss the component parts of the communications mix.

4 What is the relationship between SWOT analysis and the SWOT matrix?

5 What is meant by contingency planning and when is it required in the marketing
planning process?



