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Audits have been in the news quite a lot lately, and the news has done little to boost people’s confidence in their ability to fulfill their intended purpose.  

Most audits are of a financial nature and are designed to certify that the financial statements of a company are accurate, in compliance with “Generally Accepted Accounting Principles” and that they disclose all material information that an investor should know to make an informed decision about their current or future investment in the company.

But there’s another type of audit that is gaining popularity among companies – especially in these times of economic uncertainty in which many are trying to do more with less.  This tool is called a Sales Organization Audit (SOA) and its purpose is to help a company make sure that its investment in its sales organization and processes is earning the highest return possible.

An SOA is a systematic, diagnostic and prescriptive tool which can be employed on a periodic basis to identify and address sales department issues that can enhance or detract from its ability to turn in superior results.

The companies for whom a full SOA is most appropriate are those with active sales forces that are charged with the responsibility of finding more business, retaining existing business and increasing business with the existing customer base.   Though the principle areas of an SOA are valid for sales organizations of every size, the need for and  benefits of the audit are amplified as the size and dispersion of the sales force grows.    Whether the audit is performed by internal staff or through employing an outside consultant, the benefits make the effort particularly worthwhile.

The SOA is useful (and in many instances, critical) to:

· Understand and service your customers better

· Increase the effectiveness and efficiency of your sales team

· Identify and bring in more and better prospects

· Help extend your market reach and coverage

· Define and implement more profitable selling processes

· Institute responsive sales management procedures and tools 

· Enhance communication and coordination among all departments

· Make better decisions about which sales force automation or Customer Relationship Management technology is best for the company

This seems like a tall order for something as mundane as an audit.  However, as we explore the  SOA, we’ll discover a rich treasure of information that, until now, may have been hidden from view and therefore unavailable to top management to improve performance.  Let’s take a look  at the major areas of the audit:

1. The Organization

2. The Planning Process

3. Performance

4. Customer Satisfaction

5. Career Development

We will take a little closer look at each of them to give you an idea of the scope and direction that a professional SOA can take.

The Organization

In any company there are both internal and external factors that  can affect the performance of a sales organization.  Externally, factors such as the economic and political climate, and the demographic trends in which the company and its regions operate play a role in shaping strategic directions.  They will often have a significant impact on the company’s ability to achieve its desired results.  For example, changing State and Federal franchise offering laws continually alter the landscape in which franchisers must operate, and over the past two years we have all been sympathizing with the Porsche dealers in Silicon Valley.  

Moving from the broad to the narrow, the health and direction of the industry in which a company competes often affect the competitive nature of the business.  These trends must be recognized, analyzed and dealt with to be able to develop and implement a successful sales plan.  A very effective measure that some companies will employ is its growth and profitability vis-á-vis the rest of the industry.  

Take Dell Computer for example.  2001 was only the second year ever that PC sales declined in the US and worldwide. There were 4.6 percent fewer PCs sold worldwide and 11.1 percent fewer in the US., according to industry statistics.  But while unit sales at Compaq, Hewlett-Packard and Gateway declined by double-digit percentages, Dell's PC business grew 18.3 percent, and it thereby increased its market share significantly (to 24.5 percent of the US PC market).  It sold more personal computers than Compaq and Hewlett-Packard combined.   By these measures, Dell has clearly outperformed the market! Dell aggressively boosted its marketing directly to consumers as soon as it recognized that the business market for PCs was going to be flat for awhile.  Their eyes were open and they moved fast.

The Planning Process

The planning process in a sales organization creates the critical platform on which all sales actions are initiated and against which all outcomes are measured.   The SOA will then necessarily focus on the scope and quality of that planning process beginning with the quality and depth of  information gathered to the range of considerations that are included in the analysis and formulation of plans.  The process includes examination and consideration of 

· Sales Force Organization 

· Goal Setting

· Cost/Profitability Analyses 

· Sales Forecasting  

· Budgeting

· Compensation, Quotas and Incentives

· Sales Channels 

· Territories and Routing 

· Staffing, Training and Development

These processes and process components are not necessarily judged good or bad per se in an SOA.  Rather, they are considered as a vital driver of subsequent (or past) performance of the sales organization.  

Certainly, some planning processes have proven themselves more effective that others over time, but each company must find the process that is most effective for it.  The SOA clearly identifies the formal and informal steps in the planning process so their impact on ultimate success or disappointment can be known and dealt with.

Performance

The measurement of performance of a sales organization only begins with measures against past performance and against forecasts.  Deeper measures that an audit can uncover and highlight for examination include profitability (of customers, territories, sales people and products), return on investment (in the sales organization and in assets directly related to the sales effort), sales people (against themselves, others and expectations), benchmarking (using top performers in the company and in competitive organizations) and others for each

· Product

· Channel

· Territory

· Salesperson

· Customer Type

The audit should focus on the process (or pipeline) so each sales stage can be uncovered and evaluated for its importance in converting leads into sales.  How long these individual stages have been taking to complete and the success rates at converting a lead from one stage to the next will help management understand the processes better so they can train to them and manage them better.  Both bottlenecks and best practices will be identified.  Uncovering these natural stages of various types of sales creates a measurable, improvable backbone for the company’s sales efforts.

Customer Satisfaction

It comes as no surprise that the ultimate success or failure of a company lies in its ability to find, procure and satisfy customers on a consistent basis.  How well a company does this often depends on the insight they have gained about current and past customers that can be applied to the sales processes.  A thorough SOA will look at both subjective and objective measures to learn all they can about what customers find important and how well they are being served.

For the market at large an awareness survey of potential customers that fall into the target markets of a company can be very revealing.  Learning how well the company and its products are known in the marketplace, and uncovering attitudes and impressions that prospects (and customers) may have help immeasurably to craft messages and to deliver better customer service.  One survey we did uncovered a huge difference in the perception of our client by customers and the relevant population at large.  The population at large saw our customer as a pricey service provider and they looked at prices a great deal when selecting companies to bid for work.  More often than not, our client wasn’t even considered in the bid process because of this perception.  Actual customers, however, felt that our client delivered exceptional service and that the competence of the people and the relationships they developed during the course of a job were more important that price.  Our client was able to command a premium price because of the value they delivered.  Knowing that that value was not self evident to non-customers helped our client craft a message based on testimonials by prominent “marquee” customers and, as a result, their consideration rate grew substantially.

Within a company’s existing customer base, more objective measures of satisfaction are available.  The SOA should look at things like:

· Customer turnover

· Annual growth in sales for long-term customers

· Estimated share of a customers total business obtained

· Gross margin growth over time 

· Number of referrals from current customers

A good SOA will enumerate these measures across various customer types, product segments and territories.  The key, again, is learning all about the nuances of a company’s relationships with their customers so they can continually improve them, and apply what they’ve learned toward obtaining new business.

Career Development

The final component that provides a company’s sales organization with lasting competitive advantage is its people.  Managing sales people is often more difficult than managing other people in the organization.  First, sales people are often located away from the home office so the challenges of distance and time can create a barrier between the sales team and other departments.  Additionally, many sales people are hired in the territories they will work and don’t have a rich sense of the company’s culture and values.  Helping them to feel like an integral part of the organization takes special efforts.  Third, since compensation is often heavily weighted toward commissions – pay for performance – sales people feel more like independent agents (both literally and figuratively) and, as such, may be more difficult to manage.  Last, sales people have to deal with the joy and pain of winning and losing, acceptance and rejection in a much more direct way than most other types of employees.  This often creates an emotional roller coaster that requires particular understanding and competence in a sales manager to deal with.  The analogy of a sales manager as coach is a fair one.

All this being said, a system that identifies, hires, trains, supports and compensates salespeople is crucial in maintaining a sales team that continually operates at peak performance.  These elements are looked at closely in a good SOA and are evaluated in light of the needs of the company.  Evidence of good organizational control over this area include employee turnover rates, lead flow and pipeline management, and the number of salespeople who hit targets and earn top commissions.  Frequently, a time-scaled quartile analysis becomes very useful.  Analyzing the performance methods of the people who are continual first quartile performers can result in models and processes that can result in better performance across the other three quartiles.  Additionally, an SOA would look at the people in the fourth quartile and analyze how long they’ve been there and why they are still there.  Typically, there should be movement of people among each quartile which can be evidence that people are learning and improving.

A Sales Organization Audit can also look at the appropriateness of the company’s training programs in light of the needs of both the company and of individual or classes of salespeople.  The effectiveness of training programs can be measured by the speed at which new products can be rolled out, the length of time it takes for a new salesperson to be begin making sales, the improvement of individual performance, job satisfaction ratings and, of course, consistently increasing revenues.

After a thorough SOA, a company is now prepared to begin looking at Sales Force Automation or Customer Relationship Management technology.  The success of such an installation is enhanced exponentially because the company now knows who its customers are, what the want and how best to serve them.  The best practices of the company’s sales force are also cataloged and can be built into the SFA system to improve the performance of the entire team.  The money and heartache that will be saved be being fully prepared for this type of major investment will pay for a good SOA many times over.

In conclusion, a Sales Organization Audit can be general in nature or, as we have seen, very detailed.  The purpose is to discover problems and pearls in a sales operation which, when corrected or exploited, will give a company a powerful competitive advantage.  The sales organization in every company, whether large or small, is an asset that must be maintained and improved just as all other assets of a company must be.  The sales team is frequently the only face of the company that a customer will see and the quality and professionalism of that relationship is a surrogate for the customer’s relationship with the entire company.  A periodic audit of the sales organization is an excellent way to make sure your team is performing and serving your customers it its very best.

Pete Peterson is president of SaleMetrix, Inc. in Meriden, CT.  SaleMetrix is a consulting company that focuses on all aspects of sales performance improvement.  He can be reached at Pete@SaleMetrix.com
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