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The objective of this study is to find out how sales management can be
optimally supported with business information and knowledge. The first
chapters of the study focus on theoretical literature about sales planning,
sales steering, business intelligence, and knowledge management. The
empirical part of the study is a case study for which the material was col-
lected through interviews with the selected people of the company. The
findings from the interviews were analyzed, and possible suggestions for

solving the problems were made.

The case study revealed that sales management requires a multitude of
metrics and reports to steer the sales to the desired direction. The infor-
mation sources can be internal and external, and the optimal solution for
satisfying the information needs is a combination of both of these. The
simple information should be turned into knowledge by merging the intel-
lectual assets with the information from the firm’s transaction processing
systems, in order to promote organizational learning and effective deci-

sion-making.
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Tyon tarkoituksena on selvittédd, kuinka liiketoimintatiedolla ja tietamyksella
voidaan tukea myynnin johtamista. Tyon alkuosa keskittyy aiempaan kirjal-
lisuuteen myynnin suunnittelun, myynnin ohjauksen, liiketoimintatiedon ja
tietojohtamisen saralta. Tyon empiirinen osio koostuu tapaustutkimukses-
ta, jonka aineisto kerattiin haastattelemalla valittuja henkilditd case-
yhtiosta. Tyon loppuosassa haastatteluiden tulokset analysoitiin ja ongel-

mien selvittdmiseksi annettiin mahdollisia ratkaisuja.
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1 INTRODUCTION

This study will concern the role of information in sales steering in a multi-
national company. Globalization and the ever increasing intensity of mar-
kets have emphasized the importance of timely and reliable information in
decision-making. Growth in the number of multinational companies and
the accompanying demands of managing in the international operating
environment have enhanced the need for increased coordination and inte-
gration of all business activities from sales to manufacturing (Deans et al.
1991). The evolution of information technology has brought solutions to
managing the activities by providing global data and information from
worldwide operations when it is truly needed. IT systems provide execu-
tives almost an infinite amount of data to support the decision-making pro-
cess and, therefore, one of the main roles of executives is to monitor in-
formation from the myriad of sources about their organizations and envi-

ronments (Mintzberg 1973).

The data itself has in recent years been recognized as an organizational
asset and researchers have also found strong support for the proposition
that scanning extensive information sources leads to improved organiza-
tional performance (Kumar & Palvia 2001; Vandenbosch & Huff 1997). But
there are also problems with multiple information sources. Gathering the
relevant data from many different sources can lead to duplicate and/or in-
complete information and it cannot be compiled to a useful form (Dover
2004). Lacking information or misinterpretations of data raise the probabil-
ity of wrong decisions which can lead to financial losses. This information
overload has raised a need for simple but, at the same time, comprehen-

sive and reliable analysis tools for executives.

1.1 Background of the study

The study will be conducted as a case study which focuses on a major
Finnish multinational forest industry company, which is also the employer



of the author. Author’s previous observations and experiences about the
organization will benefit the choice of case study. The case company op-
erates in board industry where the increased competition and decreased
demand have driven the companies to rethink their business practices.
Even though this process should be comprehensive and extend to every
part of the organization, the emphasis should be on sales. After all, sales

organization’s performance reflects the firm’s overall performance.

The case company is going through a new sales steering project which will
unify the guidelines from management to field salespeople. The current
practices are somewhat inconsistent because of the large number of re-
gional sales offices and their different cultures, but also due to the fact that
the established practices have not been questioned. The project has
raised many questions on how the sales steering should me planned, exe-

cuted and monitored, which offers the main motivation for this study.

This study’s theoretical framework consists of two major concepts; sales
steering and business information. Sales steering is not a widely used ac-
ademic term but in this study it can be understood as a set of sales plan-
ning, guiding and monitoring procedures which aim to optimal sales per-
formance. In the beginning of the project, the case company defined sales
steering as management of prices, volumes and customer relationships.
Sales steering is also linked to sales management, which is an important
part of business strategy and together these two will impact the effective-
ness of the organization (Baldauf et al. 2001). In this study, business in-
formation refers to information that supports the decision-making process-
es. This information includes such academic concepts as Business Intelli-

gence (Bl) and Knowledge Management (KM).

1.2 Background of sales steering

Sales is a broad and well explored field of research. However, the previ-

ous research does not recognize the concept of sales steering. As noted
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earlier, in this study the concept is understood as planning, guiding and
monitoring procedures. The case company’s definition for sales steering
was price, volume and customer relationship management. In broader
view, these activities belong to the company’s marketing and sales strate-

gies.

The planning phase of sales steering process starts with the forming mar-
keting and sales strategies. There is no general agreement on what sales
strategy is (Ingram et al. 2002). Dannenberg and Zupancic (2009, pp. 60)
suggest that “a sales strategy specifies the targets that are to be achieved
and with which customer groups and customers (within the market seg-
ments). It identifies which resources are required and in which quantity
and quality; specifies goals and objectives; and defines the required or-
ganizational conditions”. According to Panagopoulos and Avlonitis (2010),
literature presents two perspectives for sales strategy: “sales strategy con-
ceptualized at the individual-salesperson level and sales strategy viewed
at the firm level”. In their study, Storbacka et al (2009) quoted Darrell Za-
horsky who identifies sales strategy as “the planning of sales activities:
methods of reaching clients, competitive differences and resources availa-
ble”.

Typically, strategy development is a hierarchical process with strategies at
lower organizational levels designed to implement strategies at higher or-
ganizational levels. Thus, corporate strategy guides the development of
business strategy, and business strategy drives the development of mar-
keting strategy, and marketing strategy should then drive sales strategy
(Ingram et al. 2002). Ingram et al. (2002) and Dannenberg and Zupancic
(2009) agree that the starting point for any sales strategy should be the
marketing targets in the existing marketing strategy. Hence, setting the
marketing targets is the key priority in the planning phase. Through well-
defined targets the management can guide the salespeople to the right
direction so that the sales resources are allocated efficiently (Panagopou-
los & Avlonitis 2010, pp. 48).
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Storbacka et al. (2009) argue that sales is becoming a more strategic ac-
tivity in which the sale is made with the intention of building a long-term
relationship with the customer. Therefore, the role of customer relationship
management is increasing in organizations. Customer relationship man-
agement (CRM) is the use of customer knowledge to better understand
and serve them (Bose & Sugumaran 2003). Gebert et al. (2003) have
identified three roles for CRM processes: knowledge for customer,
knowledge about customer, knowledge from customer. The main purpose
of CRM is to help the organizations to serve their customers but at the
same time, gathering valuable information about the customers. This in-

formation can be exploited in sales steering processes.

Guiding and monitoring phase in sales steering can be linked to sales
management and control. Olson et al. (2001, pp. 26) defines sales man-
agement as “the process of formulating, implementing, and evaluating
sales plans and monitoring the performance of the sales force”. The pur-
pose of control systems is to ensure the attainment of established organi-
zational objects and to direct the activities of others (Challagalla &
Shervani 1996; Quigley & Bingham 1999). The groundbreaking study in
the area of control systems was the one of Anderson’s and Oliver's (1987)
where they defined different types of control systems into outcome-based
and behavior-based. Outcome-based control highlights the objective
measures of results that are used to evaluate and compensate the sales
force, though minimal monitoring of salespeople is involved. In behavior-
based control system management actively monitors and directs sales-
people and the methods used to evaluate sales force are complex (Ander-
son & Oliver 1987). Baldauf et al. (2001) further noted that in behavior-
based system sales managers will coach the salespeople in various ways
if they do not meet the expectations, whereas in outcome-based system

the managers follow a laissez-faire approach.
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1.3 Background of business information

Executives need a great amount of information to make decisions effec-
tively and the increased globalization of businesses further highlights this
demand (Kumar & Palvia 2001). The information can be divided into two
main categories; internal and external information (Kumar & Palvia 2001;
Ranjan 2008; Xu et al. 2003; Ranjan & Bhatnagar 2011; Vandenbosch &
Huff 1997; Herschel & Jones 2005; Viaene & Willems 2007). According to
Kumar and Palvia (2001, pp. 153) internal data is captured by the transac-
tion processing systems which collect the operational data from every
branch of an organization. Internal data can also include data from human
sources, such as news, rumors, opinions, ideas, predictions, explanations
and plans (Kumar & Palvia 2001, pp. 156). The company’s salespeople
and key account managers are also in position to increase flows of valua-
ble information as in form of internal data (McDonald et al. 2000). Kumar
and Palvia (2001) define that “external data includes competitor and indus-
try data, and data about the political, social, economic and legal environ-
ment of countries where a company has operations or might be planning
to begin operations”. The role of external data in business information sys-
tems has been minor compared to internal. However, to a greater extent
the organizations have recognized that the external data is the key to stra-
tegic success and is needed with internal data to create a common logical
vision so that the executives can look at the bigger picture (Xu et al. 2003,
pp. 2; Kumar & Palvia 2001, pp. 157).

Organizations use different systems to organize their internal and external
data to a readable form. The use of Bl systems has expanded rapidly due
to the evolution of information technology. Organizations require the help
of business intelligence tools in collecting, analyzing and disseminating
information so that informed decisions can be made (Hedgebeth 2007).
The need for making complex decisions gave birth to the field of business
intelligence which traces back to the creation of decision-support systems
in the 1960s (Hedgebeth 2007, pp. 418). Davenport (2005) defines busi-
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ness intelligence as “IT applications that help organizations make deci-
sions using technology for reporting and data access, as well as analytical
applications”. According to Wang and Wang (2008, pp. 623) Bl is a cate-
gory of applications and technologies of gathering, accessing and analyz-
ing a great amount of data to make effective business decisions. They
conclude that “the central theme of Bl is to fully utilize massive data to
help organizations gain competitive advantages”.

The data itself, however, cannot create competitive advantage. It requires
the transformation from data to information and further on to knowledge.
Kahn and Adams (2001) define data as collection of facts. When these
facts are organized, summarized and analyzed, they become information
which can be used in operational decision-making (Kahn & Adams 2001).
Information needs to be developed to knowledge by combining it with ex-
perience, context and reflections (Kahn & Adams 2001). The attained
knowledge provides implications and presents strategies and tactics on

which to base strategic decisions (Kahn & Adams 2001).

Transition from simple facts to a comprehensive, organizational
knowledge is the basis of knowledge management. KM is described as a
systematic process of discovering, selecting, organizing, condensing and
displaying information in a way that improves comprehension (Herschel &
Jones 2005). KM often gets confused with BI but the nature of knowledge
differs between the concepts (Herschel & Jones 2005). Bl focuses on ex-
plicit knowledge whereas KM covers both explicit and tacit knowledge
(Herschel & Jones 2005). KM’s role in Bl systems is to be the helping
hand which can integrate non-quantitative data to Bl functions (Ranjan &
Bhatnagar 2011, pp. 137; Herschel & Jones 2005, pp. 47). KM is com-
monly concerned with human subjective knowledge, not data or objective
information (Seeley & Davenport 2006). To examine and analyze an entire
business and all of its processes the organization cannot rely solely on
numeric, data-derived knowledge but it has to integrate the un-captured
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tacit expertise and experience stored in individual heads (Herschel &
Jones 2005).

1.4 Objectives and limitations

The objective of this study is to find a model, “a roadmap”, which serves
the information needs of sales executives in order to make the right sales
steering decisions. The case organization has vast data repositories and
Bl systems which hold the information but it is scattered and not easily
available. The purpose is to clarify the executives’ information needs by
interviews and later use the results as a basis for the model. The subject is
first analyzed through literature review and theoretical analysis which is
later exploited in empirical research of the case organization. This method
will benefit the academic community by providing empirical results that can
either support or question the previous theoretical findings. On the other
hand, case organization’s request was to get theoretical support for the

sales steering process.

Based on the set objectives the main research problem will be: how sales
steering can be optimally supported with business information and
knowledge? Since sales steering is a rather vast concept and finding a
solution to a single research problem would not be sufficient, the main
problem is broken down into smaller sub-problems. These sub-problems

are:

1. How has the sales been steered in the past?
2. What kind of metrics should the model include?
3. How should the information be displayed?

The focus of this study is more on management’s level than on individual
salesperson’s level. This approach has been chosen because the actual
selling activities that the salespeople perform are not at the primary scope

of the ongoing project. Management and field sales have different needs
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for specific information and especially for the level of detail. Case compa-
ny’s sales organization architecture is presented in figure 1. The sizes of
each director’s block presents the detail level required. For example, BU
sales director (Business Unit) needs order inflow figures for the whole
business unit whereas Regional sales director needs order inflow for every
country under his/hers region. So the amount of information grew from one

(BU) to several (countries).

Figure 1. Case company’s sales organization

Basically, information remains the same (order inflow) but in different level.
Thus, in this study the detail level is kept simple but the information is ap-

plicable for every director.

The interviews will be restricted to sales executive level and account man-
agers will not be interviewed because they will probably not offer added
information in regard of answering the research problems. The study will
be performed during the winter of 2011-2012 and the spring of 2012, along

the sales steering project.
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1.5 Research methodology

The study will be conducted as a normative case study since the purpose
iIs not to generalize sales steering process as such but to create under-
standing and interpretation about the problem in the case organization
(Kasanen et al. 1991, pp. 315). The distinguishing characteristic of a case
study is that it attempts to observe the phenomenon in its real-life context
(Yin 1981, pp. 59). Hence, the use of case study method for this study is
reasonable. As the empirical data will be acquired by interviews the study
will be qualitative rather than quantitative (Kasanen et al. 1991, pp. 313).
The objective of this study is to find a model which serves the information
needs of sales executives, so the study has a constructive way of doing

research (Kasanen et al. 1991, pp. 302).

In the field of scientific disciplines this study is part of the design sciences
where the purpose is to develop valid and reliable knowledge to be used in
designing solutions to problems (Van Aken 2004). Design science’s (or
exploratory research’s) goal is to bring practical solutions to the phenome-
non created by the researcher (Holmstrom et al. 2009, pp. 68). The cho-
sen approach supports the set objective of this study; to find a roadmap

for the executives’ information needs.

1.6 Structure of the study

The structure of the study is presented in figure 2. The study has six chap-
ters which are introduction, sales steering, business information, case
study and situation analysis, discussion and conclusions, and summary.
The introduction familiarizes the reader to the subject of the study. The set
objectives and a brief theoretical framework are presented to form the re-

search questions and limitations of the study.
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Introduction

Sales steering

Business information

Case study and
situation analysis

Discussion and
conclusions

Summary

Figure 2. Structure of the study

The introduction chapter is followed by two literature chapters which pre-
sent the previous findings in academic research. Sales steering chapter
presents relevant findings in the field of sales strategy, customer relation-
ship management and sales management. Business information chapter
gathers the previous academic writing and reviews the concepts of busi-

ness intelligence and knowledge management.

The case study and situation analysis chapter follows the literature chap-
ters. This chapter presents the case company and its current situation,
and also summarizes the performed interviews. Based on the related liter-
ature and empirical findings a situation analysis is prepared to evaluate
the sales steering process in the case company.

The discussion and conclusions chapter gives answers to research ques-
tions and presents the model for needed information in sales steering pro-
cess. Subsequently, the study is summarized in the summary chapter.
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2 SALES STEERING

The main purpose of sales steering practices is to improve profitability and
governance in the sales organization. To reach these objectives the or-
ganization needs careful planning and good leadership with motivated and
committed people. The overall process starts with developing ambitious
marketing and sales strategies which then steer the sales function and
salespeople to the management’s desired direction. As noted earlier in the
introduction chapter, the sales steering process consists of planning, guid-
ing and monitoring phases which are also the main elements of this chap-

ter.

2.1 Planning

The strategic significance of sales has been increasing among the organi-
zations and a growing number of companies are gaining competitive ad-
vantage by re-approaching sales as a strategic function. Studies have
proven that sales has the greatest performance improvement potential but,
on the other hand, sales is an expensive resource. The whole sales de-
partment normally costs around one fifth of company’s sales volume and
for top performers costs can be up to 30 percent. So the traditional intui-
tion about company’s sales environment and how to perform sales is no
longer enough but clear objectives are needed. The setting of objectives
must begin with senior management who enable the incorporation of sales
potential and challenges into corporate strategy which is later implement-
ed in marketing and sales strategies. (Dannenberg & Zupancic 2009)

Ingram et al. (2002) also agree that the sales function is in the midst of a
renaissance as more firms are becoming more strategic in their approach-
es to the sales function. They concur with Dannenberg and Zupancic
(2009) that the strategy process is a hierarchical process with strategies at

lower organizational levels designed to implement strategies at higher or-
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ganizational levels. This highlights the need for commitment from senior
management to incorporate sales already in corporate strategy prepara-

tion.

Recently many organizations have moved emphasis from marketing to
sales, as they have recognized the increasingly crucial role of sales strat-
egies in attaining many of the top priorities of marketing and business
strategy. (Piercy 2010, pp. 350)

2.1.1 Marketing and sales strategy

The concept of strategy originates itself from the 1950’s when the mem-
bers of Harvard Business School first introduced it into the organizational
literature (Snow & Hambrick 1980, pp. 527). Snow and Hambrick define
the term strategy as a pattern in organization’s decisions and actions that
involve the allocation of resources necessary to achieve goals. Few dec-
ades later, many strategy researchers concluded that strategy exists in
multiple levels in an organization (Venkatraman 1989, pp. 946). Venka-
traman defined that corporate strategy refers to the specification of busi-
nesses in which a firm chooses to be involved, whereas business strategy
refers to how a business-unit will compete in the chosen markets, and
functional strategy focuses on the maximization of resource productivity
within each of the specified functions. This chapter’s focus is on functional

strategies which include the marketing and sales strategies.

When marketing and sales strategies are compared with each other mar-
keting strategy has been considered as a strategic component whereas
sales strategy has been a more tactical component (Panagopoulos & Av-
lonitis 2010). Marketing strategy has explicitly focused on the pursuit of
long run competitive and consumer advantage (Tadepalli & Avila 1999).
According to Ingram et al. (2002) marketing strategy is derived from busi-
ness strategy and it consists of selecting the target markets (i.e. segmen-

tation) and creating a marketing mix to achieve competitive advantage.
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After the marketing strategy is fully implemented, the organization’s mar-
kets and customers should be segmented, positioning determined and
targets set for individual products or product groups. Subsequently, sales
targets are derived from these. Because sales targets are derived from the
marketing strategy, sales must be involved in developing marketing strat-
egies at an early stage in order to avoid unrealistic estimation of organiza-

tion’s own sales resources. (Dannenberg & Zupancic 2009)

Sales strategy takes the marketing strategy a bit further from market level
to customer level. Because customers are different and they do not want
to buy in the same way nor do they represent a similar opportunity to a
firm, a clear sales strategy is needed to translate marketing strategies de-
fined at the target market level into sales strategies at the customer level.
Sales strategy drives the interaction with customers and influences signifi-
cantly on the management of a sales organization. (Ingram et al. 2002, pp.
560)

Business information, which is later discussed in this study, has an im-
portant role in strategy formulation. Information about own organization’s
resources and capabilities, and relevant information about the company’s
total external environment (e.g. customers, competitors, the industry struc-
ture, other competitive forces) are the two basic categories of information
that are needed in strategy formulation. When this information is turned
into business intelligence, it helps the organization to describe and fore-
cast the competitive environment, identify and compensate for exposed
weaknesses, implement and adjust the strategy to the changing competi-
tive environment, and to determine when the strategy is no longer sustain-
able. (Herring 1992)

Based on their literature review, Panagopoulos and Avlonitis (2010, pp.
48) suggest that sales strategy contains the following key dimensions:
customer segmentation, customer prioritization/targeting, developing rela-

tionship objectives/selling models, and use of multiple sales channels.
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Panagopoulos and Avlonitis (2010) also interviewed a significant number
of sales executives, and by combining the results with previous strategic
management literature they offer a following definition for sales strategy:
“sales strategy is the extent to which a firm engages in a set of activities
and decisions regarding the allocation of scarce sales resources (i.e. peo-
ple, selling effort, money) to manage customer relationships on the basis
of the value of each customer for the firm”.

Many researches emphasize the importance of customer segmentation as
the starting point of any sales strategy (e.g. Ingram et al. 2002; Panagop-
oulos & Avlonitis 2010; Dannenberg & Zupancic 2009; Leigh & Marshall
2001). Customers have differentiating needs and preferences so selling in
the same way to all of these customers will unlikely be effective or profita-
ble. Hence, defining customer groups and prioritizing them in terms of im-
portance to the firm is the first step in developing sales strategies (Ingram
et al. 2002, pp. 561). The main purpose of segmentation is to enable the
organization to concentrate its efforts on the most promising opportunities
(McDonald et al. 2000).

Successful segmentation requires managers to determine which custom-
ers should be targeted on the basis of their expected contribution to com-
pany’s revenues and profits (Panagopoulos & Avlonitis 2010, pp. 54).
However, many firms tend to segment their customers just by size and not
by the customer characteristics. In his study, Kinni (2004) presents a firm
which doubled its revenue growth rate by implementing a new sales ap-
proach and structure based on new segments, which were selected by
focusing on customer needs and priorities. Both demographic and behav-
ioral factors are important in segmentation as behavioral aspect allows
understanding of buying behaviors and both the relative value today and

potential future value of the customer (Kinni 2004).

Segmentation also has a positive impact on organization’s resource allo-

cation. Homburg et al. (2008) state that customer segmentation and priori-



22

tization enables companies to efficiently allocate resources across differ-
ent customers and improve company performance. Targets that are set for
different customer segments enable creating a planned and customer po-
tential-oriented procedure which optimally deploys the available sales re-
source (Dannenberg & Zupancic 2009, pp. 63). Segmentation allows the
company to identify and develop the correct and most important custom-
ers to which the sales department can allocate the major effort (Dannen-
berg & Zupancic 2009, pp. 87).

Sales managers are responsible for producing a sales strategy but other
functions should also be involved if the company wants to coordinate dif-
ferent strategic programs within a company. Increasing number of firms try
to position them as solution providers which underlines the cooperation
with different departments, such as logistics, IT, services and production.
(Dannenberg & Zupancic 2009, pp. 65) Storbacka et al. (2009, pp. 903)
concur with Dannenberg and Zupancic (2009) that in solution selling and
major account contexts, the traditional sales/marketing interface is fading
and the really important cross-functionalities are with finance, manufactur-

ing, supply, engineering and servicing.

A well developed and implemented sales strategy will help the manage-
ment to steer the sales function and people to the defined targets but it
also helps in reacting to market disturbances. Panagopoulos and Avlonitis
(2010, pp. 54-55) found that uncertainty in demand clearly interacts with
sales strategy to improve sales force behavior and customer relationship
management performance. This applies especially under conditions of
demand unpredictability when customer preferences constantly change
and competitor intensity increases, engaging in sales strategy will improve
salespeople’s performance. They also continue that sales executives
should continuously monitor and analyze the nature of demand in order to

understand how customer preferences change.
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The research conducted by Panagopoulos and Avlonitis (2010) is the first
empirical validation that developing a rigorous sales strategy really pays
off. They found that sales strategy positively influences sales force behav-
ior performance, sales force CRM performance, sales force outcome per-
formance and firm financial performance. The results also indicate that
sales strategy enables firms to better allocate resources across their cus-
tomers. Furthermore, their research suggests that the companies engaged
with sales strategy activities and decisions may have better knowledge about
the customers who should be targeted through expensive sales channels
(e.g. key account structures) and those who should be served through less

expensive channels (e.g. inside sales teams).

2.1.2 Price management

The case company had also defined price management, volume man-
agement and customer relationships management as parts of sales steer-
ing. The purpose of price management is to give clear top-down targets
from management to field sales and to manage deviations from these tar-
gets. Without price targets management allows salespeople to make indi-
vidual pricing decisions which leads to high variance in prices and the abil-
ity to compare prices suffers. Industrial pricing has traditionally been about
cost based pricing where company estimates the cost of producing the
product, adds a desired overhead and profit margin, and then adjusts the
resulting figure to meet customer demand and competitive situations
(Smith 1995, pp. 30). During the recent couple of decades companies
have become more market oriented which means that customers’ interests
are put first while not excluding those of other stakeholders, in order to
develop a long-term profitable organization (Smith 1995, pp. 31). Thus, the
inward oriented cost based pricing will no longer be enough, if the compa-

ny seeks better financial results.

Previous academic research offers many different pricing frameworks but

most of them focus on consumer products or services. However, few stud-
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les offer frameworks for industrial pricing. Smith (1995, pp. 31-37) pre-
sents four different managerial pricing orientations which consist of four
dimensions: information gathering and processing; pricing objectives, poli-
cies and beliefs; organizational decision processes; and organizational
responsiveness. Another framework provided by Noble and Gruca (1999)
proposes four pricing situations which hold different pricing strategies. A

brief introduction to these frameworks is provided next.

Smith (1995, pp. 38) suggests that companies can better understand their
pricing decision process if they recognize the four dimensions related to
pricing inside their organization. The first dimension, information gathering
and processing, depicts what kind of information organizations use, and
how it is processed in pricing situation. Some firms may focus on cost-
related information whereas some use customer-related or competitor-
related information. This information is then processed with different algo-
rithms, formulas, calculations, analyses and reports which distinguish dif-
ferent organizations from each other. The second dimension, pricing ob-
jectives, policies and beliefs, refers to the accepted norms and beliefs that
are embedded in the organizational routines and behaviors. The most dis-
tinguishing factor in this dimension is on how organizations view pricing;
whether it is a long-term, strategic tool, or a short-term, tactical tool. The
third dimension, organizational decision processes, focuses on the mana-
gerial and interfunctional decision patterns that organizations follow. The
decisions are highly affected by the number of personnel attending to the
decision-making process, and by the top management involvement. For
example, in some organizations pricing decisions can be made solely by
managers who do not have the first-hand information from the field, and
therefore the prices may not reflect the true market situation. The fourth
and last dimension, organizational responsiveness, refers to the organiza-
tion’s abilities to response to changes in market situations or in operating
conditions. For example, if a competitor lowers their prices, how long it
takes to respond? These dimensions are the basis for distinct pricing ori-
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entations, and can help the organizations to recognize the critical factors

that are related to pricing decisions. (Smith 1995, pp. 31-35)

Smith’s (1995) framework proposes four distinct pricing orientations: cost,
sales, competition and strategic orientation. Cost orientation focuses on
gathering, disseminating and analyzing cost and margin information which
are the basis for pricing. Cost-oriented pricing is fairly simple since com-
panies have an easy access to financial accounting information. However,
the reporting systems usually have only average cost information which
may not represent how costs behave at the margin. Another disadvantage
is the great dependence on sales forecasts. Cost orientation is the tradi-
tional way of making pricing decisions but it is quite inflexible and re-

sponses slowly to market changes. (Smith 1995, pp. 35)

Sales oriented business units base their pricing decisions on information
relating to general market response to price in the form of sales. Because
sales is the indicator for optimal price levels these units consistently de-
velop regular sales reports to track and monitor current sales volume rela-
tive to other sales measures, such as sales targets, other period’s sales,
volume objectives or sales comparisons across different segments or mar-
kets. Based on the information from the sales reports prices are set to lev-
els that are consistent with what the customers are willing to pay. This
brings the advantage of sales orientation being perceived as responsive to
customer concerns. Key customers and long customer relationships are
valued in sales oriented pricing and therefore price decision-making is
usually decentralized to the individual sales person’s level. This, however,
can lead to too little control over pricing and confusion among customers
and market segments as pricing is lacking systematic approach. (Smith
1995, pp. 35-36)

Competition orientation tracks competitor’s prices, market shares, signals,
capital investments and financial analyses of competitors to determine

prices. Pricing is seen as a competitive weapon rather than a strategic
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component. Compared to sales orientation pricing, decision-making is
more formal and centralized, and easier to track and administer. The
downside is the possibility of overreacting to competitors’ price changes
which can lead to price wars and further on to eroding margins and de-
creasing profitability. Moreover, competition oriented pricing overempha-

sizes reaction to price competition rather than managing it. (Smith 1995,
pp. 37)

Smith’s fourth orientation is called strategy orientation. This approach in-
tegrates all the previous orientations by integrating internal cost data to
external market data (e.g. customers, competitors) to analyze the pricing
decision. Price is viewed strategically to sustain competitive advantage
and to communicate the value of the product to customer and markets.
Decision-making is centralized to general management or policy level
which gathers the different aspects of different functional departments to
create price stability and long-term industry and SBU profitability. Howev-
er, centralized and formalized structure may increase bureaucracy which

may result in restlessness among salespeople or customers. (Smith 1995,
pp. 37)

Noble and Gruca (1999) combined previous pricing frameworks found
from academic literature to create a comprehensive set of ten pricing
strategies for different pricing situations. The framework is presented in
table 1.
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Table 1. Pricing strategy definitions (Noble & Gruca 1999, pp. 438).

Strategy Description Related strategies

New Product Pricing Situation
We set the initial price high and then systematically
Price Skimming reduce it over time. Customers expect prices to

Premium Pricing, Value-in-

Use Pricin
eventually fall. &

. . We initially set the price low to accelerate product
Penetration Pricing

adoption.
Experience Curve We set the price low to build volume and reduce . .
.. K Learning Curve Pricing
Pricing costs through accumulated experience.

Competitive Pricing Situation

We initiate a price change and expect the other firms Umbrella Pricing,

Leader Pricing Cooperative Pricing,

to follow. . .
Signaling
. . We match the price set by the overall market or the Neutral Pricing, Follower
Parity Pricing X L
price leader. Pricing

Parallel Pricing, Adaptive

Low-Price Supplier ~ We always strive to have the low price in the market. | o
Pricing, Opportunistic Pricing

Product Line Pricing Situation

We price the core product low when complementary

Complementar,
P y items such as accessories, supplies, spare parts, Razor-and-Blade Pricing

Product Pricin
9 services, etc. can be priced with a higher premium.

We offer this product as part of a bundle of several
products, usually at a total price that gives our

. . System Pricing
customers an attractive savings over the sum of

Price Bundling

individual prices.
We price one version of our product at very

Customer Value - . -
competitive levels, offering fewer features than are  Economy Pricing

Pricing X R
available on otherversions.

Cost-based Pricing Situation
We establish the price of the productata pointthat Contribution Pricing, Rate-of-
Cost-Plus Pricing gives us a specified percentage profit margin over Return Pricing, Target Return
our costs. Pricing, Contingency Pricing

New product pricing strategies are implemented when a company intro-
duces a new model or a product to the markets. The choice between the
three strategies depends on whether the company is aiming to obtain ad-
ditional margins before competition arises (skimming) or to rapidly gain
market share for the new product (penetration, experience curve). Com-
petitive pricing strategies focus on the price of the product relative to the
price of one or more competitors. A uniting factor for these strategies is
the maturity of markets and simple predictability of demand. Companies
with high market share usually tend to have the opportunity to choose
price leadership strategy which allows them to have higher prices than
competitors. Low-price suppliers take advantage of their low cost structure
and cost advantages due to scale which allows them to set prices below
competition without cutting margins. (Noble & Gruca 1999)
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The previous two pricing situations are more outward oriented strategies
as they follow closely the changes in markets and competitors’ prices.
Product line pricing strategies, on the other hand, are more inward orient-
ed. The pricing decision of the focal product is affected by the same com-
pany’s other related products or services, such as complements, substi-
tutes, or ancillary items, for example spare parts. Cost-based pricing high-
lights the internal costs of the firm including fixed and variable costs, con-
tribution margins, and so forth. While other pricing strategies have various
determinants, cost-based strategies’ sole determinant seems to be the
ease of determining demand in the market. If the demand is very difficult
to estimate, firms are more likely to choose cost-based pricing. (Noble &
Gruca 1999)

Both frameworks share similar aspects. The most obvious similarity is be-
tween the cost-based pricing (Noble & Gruca 1999) and cost orientation
(Smith 1995). Both focus on gathering internal fixed and variable costs
which are the basis for pricing decision. Furthermore, both frameworks
offer rather similar definitions for competitive/competitor pricing. However,
Noble and Gruca’s (1999) study does not offer a strategy which would
combine several strategies into one, like Smith’s (1995) strategic orienta-
tion. Noble and Gruca’s (1999) survey results revealed though that 35% of
the respondents (most of them were senior management of sales and
marketing in U.S. based industrial corporations) used a combination of
cost-plus pricing and one of the nine other strategies which indicated that
significant number of managers are looking inward and outward to set
their prices. This is supported by Noble and Gruca’s (1999) literature re-
view where studies by Coe (1990) and Diamantopoulos and Mathews
(1994) also indicated that most firms use multiple pricing objectives, these
objectives can change over time, and the choice of objective depends on

pricing environment of the firm (Noble & Gruca 1999, pp. 436).
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2.1.3 Volume management

Volume management in manufacturing industry is an essential part of
business planning because the costs of idle capacity can be significant.
Volume management focuses on continuous search of new business op-
portunities to keep the capacity utilization high without losing profitability,
because chasing high capacity utilization percentage can increase the risk
of filling the machines with unprofitable orders. Therefore, profitability

should be used as the key criteria in allocating capacity.

The management of idle capacity has gained in importance in recent years
due to fluctuating changes in customer demands, rising costs in fixed ca-
pacity and financial crises. Firms aim to high capacity utilization to cover
costs and to avoid weakening the utilization rate of resources, though
some unused capacity is needed to ensure flexibility. Capacity utilization
problems can be challenging to traditional costing and manufacturing sys-
tems because they do not usually handle them very effectively. Especially
product costing can be highly affected by changing capacity because tradi-
tional absorption costing methods, based on proportional allocation of
overhead costs, are unable to calculate costs relating to capacity changes.
Hence, the product profitability becomes skewed due to misallocated
costs. (Popesko 2009)

According to Sopariwala (2006) firms operating in manufacturing environ-
ment should use capacity measurement systems to identify short-term and
long-term problems with capacity. Sopariwala (2006, pp. 17) defines short-
term and long-term problems as: “In the short term, knowing the existing
level of capacity utilization allows management to realign their product mix
to take advantage of their existing underutilized capacity. In the long term,
recognition of the amount of structural idle capacity allows management to
make a strategic investment, prevent an unneeded acquisition of addition-
al resource capacity, or provide a justification for getting rid of idle capaci-

ty.” To avoid problems caused by unused capacity firms are seeking new
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business opportunities to fill up capacity if necessary. The role of sales
department is substantial because they should have the firsthand infor-
mation about possible sales leads and prospects which can be quickly

turned into new customers if the capacity usage seems incomplete.

2.1.4 Customer relationship management, CRM

Customer relationship management has been increasingly implemented
as a core business strategy and invested in heavily by firms in recent
years. In their “Excellence in Sales” —study Dannenberg and Zupancic
(2009) found out that successful sales organizations are supported by a
customer relationship management system that distinguishes them from
lower performing companies. CRM was also among the ten most im-

portant success factors.

CRM aims to better understand and serve customers by managing and
leveraging customer knowledge. Early CRM systems were basically better
customer databases, being transaction-oriented to manage customer in-
teractions. Newer systems are moving towards more knowledge-oriented,
analytical systems which are able to track and analyze a range of custom-
er actions and events over time, using the information and knowledge from
operational CRM systems as well as from other enterprise systems. Bose
and Sugumaran (2003) notice that true CRM requires integration between
CRM and knowledge management systems in creating knowledge-
enabled CRM processes to support business decisions. (Bose & Suguma-
ran 2003, pp. 3-5)

CRM is very often misleadingly considered just as an IT solution and or-
ganizations have relied on the “autopilot” effect of CRM systems. Howev-
er, CRM should be understood as a strategic concept. The value of CRM
system becomes visible after a framework has been created which defines
how data from CRM is processed and used, and how this affects the daily
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sales work. A properly designed and deployed CRM system enables the
sales organization to:

- lllustrate sales processes and evaluate open quotations as
to their chances of success as part of ongoing opportunity
management.

- Store decision-making processes with involved customers
and automatically assign these to different phases of a
sales process.

- Structure and evaluate customer potential from different
points of view.

- Provide a communications platform for all the employees
to scrutinize the agreed procedures and detailed guidance
on individual customers. (Dannenberg & Zupancic 2009,
pp. 184-186)

CRM systems also provide necessary information for segmenting the cus-
tomers during marketing strategy planning. Using the help from CRM sys-
tem the company can segment similar customers by, for example, profita-
bility and potential which further help the price and volume management
process. Based on customer’s previous behavior and interactions with the
company, which are stored in the CRM system, sales department can de-
fine the price sensibility of the customer and predict the possible effects of
price changes. Thus, CRM does not limit itself only to customer relation-
ship management but it can also act as a strategic tool for other sales

planning areas.

In their study, Gebert et al. (2003) have highlighted the role of knowledge
in customer relationship management. They note that company’s CRM
process should integrate marketing, sales and service activities to acquire
comprehensive knowledge on customer needs, motivations and behavior.
This customer knowledge should be then applied to improve performance
through a process of learning from successes and failures. The knowledge

can flow on different directions: for customers, about customers and from
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customers. Knowledge for customers is needed to satisfy customers’
knowledge needs about products, markets and suppliers. Knowledge
about customers is collected to comprehend customers’ motivations which
are based on customer histories, connections, requirements, expectations
and purchasing activity. Knowledge from customers means customers’
knowledge of products, suppliers and markets which can be used to sus-
tain continuous improvement. Gebert et al. (2003) continue that: “Manag-
ing these different knowledge flows is one of the most important challeng-
es of CRM. In this regard, the most important issue is how to collect, store
and distribute only that knowledge which is needed and not to waste time
and effort on collecting and storing useless knowledge”. (Gebert et al.
2003, pp.108-109)

CRM implementation is not an easy task as it requires a lot of dedication
from management, and also absorbing the CRM as a fundamental busi-
ness philosophy and process, not simply as an IT application (Leigh &
Marshall 2001, pp. 88). Many firms have failed the implementation of CRM
as they have focused just on the IT solution behind the CRM system and
not on the usage of CRM as an everyday tool. Dannenberg and Zupancic
(2009, pp. 185) capture the idea of CRM as “...it is not the existence of a

system that matters for success but rather the way in which it is used.”

2.2 Guiding and monitoring

Guiding and monitoring are essentially phases where actual steering
methods are used, whereas planning phase defines the targets for sales
management. Sales employees generally have a high degree of decision-
making leeway since they spend the majority of their time visiting custom-
ers. This causes a certain lack of awareness regarding where the employ-
ees really are, what they are doing and how long they take to do it. Com-
panies are therefore required to have steering methods. With professional
steering approaches sales employees’ concentration on targets and com-
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pliance with corporate strategy are ensured. (Dannenberg & Zupancic
20009, pp. 165)

2.2.1 Sales control

Salespeople’s steering requires management to supervise their subordi-
nates. If the salespeople are knowledgeable and can determine the ap-
propriate activities to achieve the firm’s goals themselves, low extent of
supervision is required. On the contrary, high extent of supervision is re-
quired, if salespeople need substantial guidance to select activities for
reaching goals or the importance of retention of a specific account is high.
Besides supervision, managers must articulate the expectations of the
salesperson, and monitor performance compared to expectations. (Slater
& Olson 2000, pp. 816-817)

Anderson and Oliver (1987, pp. 76) define sales control system as: “an
organization’s set of procedures for monitoring, directing, evaluating, and
compensating its employees. By accident or design, such a system influ-
ences employee behavior, ideally in a way that enhances the welfare of
both the firm and the employee”. They classify sales force control systems
into outcome-based and behavior-based control systems. In an outcome-
based control system, relatively little monitoring of salespeople by man-
agement is involved, relatively little managerial direction or effort to direct
is involved, and straightforward objective measures of results are used to
evaluate and compensate the sales force. In the behavior-based control
systems, salespeople’s activities and results are substantially monitored,
high levels of management direction and intervention in the activities of
salespeople are involved, and subjective and complex methods are used

to evaluate and compensate the sales force. (Anderson & Oliver 1987)

Outcome-based control systems let the salesperson to be an entrepreneur
who is given the freedom to choose own strategies to create results but is

also held accountable for the results. Salespeople are often compensated
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based on their performance which also provides a compelling individual
motivation to strive for good results. However, outcome-based control sys-
tems can permit sales behaviors that harm the organization in the long run
because salespeople may focus on immediate returns instead of long-term

customer relationships. (Anderson & Oliver 1987, pp. 77-78)

In behavior-based control systems salespeople are evaluated based on
their selling activities rather than sales outcomes. Salespeople are heavily
controlled to follow the company strategy but this transfers the risk from
salesperson to the sales organization. Because the salesperson is shel-
tered from risk pressures and incentives to sacrifice long-term for immedi-

ate results are removed. (Anderson & Oliver 1987)

Anderson and Oliver (1987, pp. 85-86) state that the more a control sys-
tem is behavior-based, the more product knowledge, company knowledge,
and sales expertise the salesperson will have. They also suggest that be-
havior-based system makes the salesperson to identify with and commit to
sales organization which helps to accept direction and to cooperate as a
part of a sales team. According to the same assumption, the more a
salesperson has higher levels of intrinsic motivation, motivation by peer
recognition, motivation to serve the organization, and the more a sales-
person will spend time on sales support activities. These factors will en-
courage to more thoughtful, planned and low pressure selling styles that
are likely to promote long-term business relationships. Behavior-based
control systems will however lead to a situation where individual sales-
people will perform poorly on traditional output measures of individual-
level performance but will probably come closer to serving customer needs

and to achieving firm’s goals. (Anderson & Oliver 1987, pp. 85-87)

Few years later, Babakus et al. (1996, pp. 356) criticized the findings of
Anderson and Oliver (1987). Their research results indicated that a strong
relationship between sales force behavioral performance and outcome

performance exists. They argue that relevant, well performed sales force
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behavior activities will lead to favorable outcome performance, though the

time frame for outcomes may vary. (Babakus et al. 1996, pp. 356)

In their study, Challagalla and Shervani (1996) extended the work of An-
derson and Oliver (1987) to scrutinize the effects of control systems to
salesperson performance and satisfaction. They modified the previous
behavior-based control construct by disaggregating it into activity and ca-
pability control. Activity control refers to directing the activities that a
salesperson is expected to perform on regular basis. Capability control
emphasizes the development of personal skills and abilities of the sales-
person. The results of the work of Challagalla and Shervani (1996) re-
vealed that the use of behavior-based control (activity and capability) sys-
tems enhances the long-term interests of an organization because behav-
ior-based control spurs the salespeople to develop and improve their sell-
ing skills and methods which will indirectly lead to long-term increased per-
formance. Surprisingly, results showed that outcome-based control meth-
ods, especially the output rewards, decreased salesperson performance
and satisfaction. They argue that salespeople may perceive output re-
wards as arbitrary and experience feelings of loss of control which will de-
crease motivation, and thereby performance. (Challagalla & Shervani
1996, pp. 98-99)

2.2.2 Targets as a control instrument

During the planning phase, sales management should define targets for
their sales force. Targets have various roles in sales steering: they can act
as a source of employee motivation, form the basis for remuneration sys-
tem, reveal the possible areas that need training, and finally ensure that
the whole sales department will follow the corporate strategy and man-

agement’s vision.

According to Dannenberg and Zupancic (2009, pp. 166-169) motivation

can be extrinsic or intrinsic. Salesperson’s extrinsic motivation is created
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from material incentives, such as salary and benefits, whereas intrinsic
motivation comes from immaterial elements, such as pleasure in work it-
self or in achieving set goals. Management can increase salesperson’s
intrinsic motivation by setting challenging, yet achievable targets. When
targets are also connected to a remuneration system, both extrinsic and
intrinsic motivation can be maximized. However, Dannenberg and Zupan-
cic (2009) notice that intrinsic motivation should be encouraged over ex-
trinsic as intrinsic motivation has a stronger and longer-term effect. Also,
strong external incentives have been proven to displace the intrinsic moti-

vation.

Reward systems have two objectives in sales. They encourage employees
to apply as much energy as possible to achieve the targets, and ensure
that the correct activities are carried out (Dannenberg & Zupancic 2009,
pp. 167). Rewards should be offered when a salesperson meets the tar-
gets set to him/her. The targets can vary whether the organization is per-
forming an outcome-based or behavior-based control system. Dannenberg
and Zupancic (2009, pp. 177) note that plain sales volume targets are not
adequate for today’s markets. Sales employees must be encouraged to
answer customer demands, develop their personal skills, and in general,
to be future-oriented. Hence, reward system metrics could be customer

satisfaction, salesperson’s attendance on trainings, and so forth.

If a salesperson does not meet the targets that are set to him/her, man-
agement can assess the areas that need development and training. Dan-
nenberg and Zupancic (2009, pp. 186) state that when sales employees
confront situations in which they feel insecure or incompetent they will try
to avoid those situations. Therefore, employees have to possess the
knowledge and abilities to implement planned procedures. In a modern
knowledge-intensive economy salespeople must become knowledge bro-
kers who transfer knowledge to and from customers, thus increasing sales
performance (Verbeke et al. 2010, pp. 425). In their study, Dannenberg

and Zupancic (2009, pp. 187) found out that successful companies train
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their salespeople more than average performing companies. Top perform-
ers devoted ten days of training while low performers devoted only seven
days of training. Besides using management’s own intuition about em-
ployees’ training needs the requirement analysis can be performed via
surveys which resemble a collection of requests (Dannenberg & Zupancic
2009, pp. 191).

2.2.3 Reporting

Sales management can quite easily monitor the outcomes of salespeo-
ple’s actions but monitoring the activities performed by salespeople can be
a difficult task. Therefore, besides presenting levels of target achievement
or results, reporting systems are needed to represent how the results were
achieved and what activities were used. The reporting system should be
based on input-output relationships which can illustrate the activities per-
formed and what effect they have on sales processes. Typically, reporting
system includes three activity-based elements: direction of activities (e.g.
customer groups/segments, products, sales processes), quantity of activi-
ties (e.g. number of customer contacts, number of attempts, and number
of quotations), and quality of activities (e.g. customer satisfaction). The
quality of sales activity cannot be measured by reporting system because
the sales person is unable to determine whether the client is content or
not. So the use of external information is required to clarify the quality of

sales activities. (Dannenberg & Zupancic 2009, pp. 180-182)

Reporting allows the management to have a clear view over the sales
work done during the reporting period. Successful companies perform
more reporting activities than less successful companies, by recording
vast amounts of activity data in short time intervals. Monthly analyses of
sales work activities enable rapid countermeasures if planned activities
are not performed. Thus, reporting also acts as an early warning system
for management. (Dannenberg & Zupancic 2009, pp. 184)
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Sales reports are also a valuable source of market intelligence because
they provide information on the conditions prevailing in the market (Chan-
eta 2010, pp. 32). Since salespeople and customers are in close contact
with each other, sales is responsible for communicating relevant strategy
components and providing feedback to management (Olson et al. 2001,
pp. 26). Chaneta (2010) agrees with Olson et al. (2001) that sales reports
are an important part of communication between salesperson and man-
agement. Sales reports reveal the current situation at specific accounts,
the prospects of future business, and recommendations for action to be
taken by the management (Chaneta 2010, pp. 32). Sales reports can be
also used for CRM purposes since they provide permanent case history

for each account (Chaneta 2010, pp.32).

2.2.4 Sales performance

One of the most important subjects in sales management, and thus sales
steering, is the measurement of sales performance (Zallocco et al. 2009,
pp. 598). However, the definition of sales performance is a bit vague, but
generally the term “sales performance” is considered as the personal per-
formance of the salesperson (Sweet et al. 2007, pp. 19). Some studies
take sales organization effectiveness into account when studying sales
performance, but many studies bypass it as sales organization effective-
ness focuses simply on overall organizational outcomes rather than be-
havioral performance. Babakus et al. (1996, pp. 347) note that sales or-
ganization effectiveness and sales performance are related but different
constructs. Salespeople’s performance contributes to, but does not com-
pletely determine sales organization effectiveness because the effective-
ness is assessed by overall results caused by many factors to which

salespeople do not have control (Babakus et al. 1996, pp. 347).

According to Zallocco et al. (2009, pp. 600) sales management should en-
courage salespeople to not only “do the right things” (i.e. be effective), but

also to do those “right things the right way” (i.e. be efficient). This ap-
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proach should be the basis for sales performance measurement as it en-
sures that sales activities and results are captured and measured to align
with company objectives and strategy (Zallocco et al 2009, pp. 599-600).
Effectiveness and efficiency are closely related to sales control literature,
and to the findings of Anderson and Oliver (1987), and Challagalla and
Shervani (1996).

Effectiveness refers to achieving the desired goals. The measurement of
effectiveness is based on objective-based outcomes. In a selling environ-
ment, effectiveness is about developing strategies that support the organi-
zation’s mission, goals and strategies. Efficiency refers to how much re-
sources were needed to achieve the goals. The emphasis is on the sales-
person’s selling activity behaviors, and is usually defined as the ratio of
selling inputs to selling outputs. When efficiency is translated into a selling
environment, concepts like use of resources, minimizing waste, time man-
agement, and using the right tools are often highlighted. (Zallocco et al.
2009, pp. 604-605)

In their study, Zallocco et al. (2009) suggest that effectiveness-efficiency
dimension should be integrated with external and internal measures. In-
ternal measures, such as salesperson’s skills and gross margin, focus on
inner workings of an organization. External measures, such as market
share and customer feedback, are market-driven and focus on the envi-
ronment around the organization. Zallocco et al. (2009) interviewed sales
managers and representatives to reveal how performance measures are
used in context of integrated effectiveness-efficiency and internally-
externally oriented model. The measures used by the interviewees are
showed in table 2. Based on the answers given, internal measures appear
to be easier to measure, for example sales volume is very easily accessi-
ble in organization’s own systems whereas competitive understanding re-
guires quite an amount of effort to be measured. It is also notable how few
externally oriented efficiency measures could be mentioned by the man-

agers.
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Table 2. Performance measures (Zallocco et al. 2009, pp. 606)

Effectiveness (selling outcomes) Efficiency (selling activities)

Internally oriented |Competencies: Productivity
(selling skills) - technical knowledge Profitability of sales
- presentation skills Gross margin
- communication skills Time management
- listening skills Cash flow and
- supervisory skills account management
- teamwork Number of calls
Quota attainment Number of presentations
Sales volume Time spentin territory

Sales behavior

Externally oriented |Channel feedback/satisfaction
(marketplace metrics)(Customer feedback/satisfaction Closing ratio

Competitive understanding - to number of calls
New accounts introduced to - to number of presentations
product Sales penetration per account

Number of customers

Level of interaction with customers
Performance relative to opportunities
Customers' success/goal attainment

The research results pointed out that managers tended to trust in tradi-
tional, internal effectiveness measures which will increase the manage-
ment’s focus on sales training but may be lacking the emphasis on devel-
oping long-term customer relationships. Results also suggest that
measures which are easily accessible (i.e. internal measures) are used
more often. Hence, there is a clear need for development of customer-
focused and market-focused measures which would be easily accessible
and understandable for both the salespeople and managers. (Zallocco et
al. 2009) Furthermore, internal measures, such as sales volume, can be
easily compared to last year’s sales volume which is not recommended in
measuring sales performance. Focusing too much on the past will not tell
how the organization will perform in the coming months. Also, if measures
are to be compared, they should be compared to competitors outside the

organization, not against the sales plan. (Likierman 2009, pp. 98)



41

Organizations can have an influence on sales performance. Sweet et al.
(2007, pp. 18-19) have identified five drivers of sales performance: leader-
ship, motivation, skills, process, and marketplace. Leadership includes
strategies, decision-making, improving, and coaching which are all mainly
managers’ tasks. Motivation includes goal orientation and discipline, en-
thusiasm, planning, and attitudes. Motivation can be enhanced via incen-
tives, which were discussed in chapter 2.2.2. Skills include communica-
tion, negotiation, customer relationships, and presentation skills which are
salespeople’s personal abilities, and can be trained. Process includes or-
ganization’s sales systems, information, records, preparation, follow
through and delivery. These factors partially determine sales organiza-
tion’s effectiveness but have a less effect on salesperson’s performance,
though they are in supportive role. Marketplace includes the understand-
ing of the needs of customers, the market, own products and competitors’
products. (Sweet et al. 2007, pp.18-19)
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3 BUSINESS INFORMATION

As said before, organizations require significantly more information for de-
cision-making than a couple of decades ago. When the business has gone
global, the opportunities but also risks have increased, and managing
them requires information from multiple sources in real time, and in reada-
ble form. To control the information organizations use different IT-
applications in collecting, analyzing, and presenting the information, which
is commonly called as business intelligence. To take full advantage of in-
formation, it should be transformed into knowledge which will promote or-
ganizational learning and understanding. This process is called knowledge
management. Therefore, this chapter will discuss the importance of busi-

ness intelligence and knowledge management to business information.

3.1 Business intelligence, Bl

The definition of business intelligence is quite unanimous in academic lit-
erature; Bl is perceived as a set of technologies and solutions for gather-
ing, consolidating, analyzing, and reporting information to improve deci-
sion-making (see e.g. Herschel & Jones 2005; Ranjan 2008; Wang &
Wang 2008; Hedgebeth 2007; Azvine et al. 2005; Seeley & Davenport
2006). The basic idea is that creating information requires trawling through

a large amount of business and economic data.

Jourdan et al. (2008, pp. 121) define business intelligence as both a pro-
cess and a product. The methods that organizations use to develop useful
information, that can help them survive and thrive in the global economy,
are called the process. Information that allows organizations to predict the
behavior of their competitors, suppliers, customers, technologies, acquisi-
tions, markets, products, and the common business environment, is called
the product. (Jourdan et al. 2008)
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Based on the definition of Bl some studies have suggested a technology
architecture model which would encompass all the requirements for Bl
system. According to Azvine et al. (2005, pp. 215) basic Bl architecture
requires three main categories of technology:
- Data warehouses, gather and integrate data from dispar-
ate sources
- Analytical tools, analyze data and derive insights (e.g. data
mining tools, online analytical processing (OLAP) tools)
- Reporting tools, generate reports based on the analyzed
information (e.g. dashboards)

Furthermore, figure 3 will present an illustrated model for Bl architecture
by Chaudhuri and Dayal (1997). Their model follows the general principles
of a Bl system. Data is extracted from databases and external sources,
and then uploaded to data warehouse and further on to data marts. Trans-
form means cleaning and integrating the data to improve comparability
and reliability. Every now and then, the data needs to be refreshed to re-
flect updates at the sources. The front end tools, such as query tools, re-
port writers, analysis tools, and data mining tools, manage the multidimen-

sional data to create information.
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Figure 3. Bl architecture (Chaudhuri & Dayal 1997).
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Because Bl is all about “gathering, consolidating, analyzing and providing
access to information in a way that is supposed to let an enterprise’s users
make better business decisions” (Ranjan 2008, pp. 463), in this study the
process (Jourdan et al. 2008) is considered as collecting and analyzing
the information, and the product (Jourdan et al. 2008) is considered as
presenting the information. Information is compiled from organized, sum-
marized, and analyzed data that can be gathered from different channels
(Kahn & Adams 2001, pp. 20).

3.1.1 Information collection and analysis

The source of information can be internal or external. The internal data is
captured by the firm’s transaction processing systems, whereas the exter-
nal data consists of industry and competitor data, and also data about the
political, social, economic, and legal environment of countries where the
company is operating. If the company has contemporary IT-systems in
aiding business processes, then the collection of data will not require
many resources because the data already exists in the systems. However,
internal data can also be accumulated from human sources. News, ru-
mors, opinions, ideas, predictions, explanations, and plans from the minds
of employees can include valuable information that cannot be captured by
computer-based systems. This is later discussed in knowledge manage-

ment chapter. (Kumar & Palvia 2001)

External data requires much more effort to be collected. The number of
sources for external data is plenty but the organizations must decide which
of them are necessary, available when needed, and within the acceptable
limit of expenses. Commonly used sources for external data are: online
databases, suppliers, customers, trade associations, chambers of com-
merce, publications, academic institutions, conferences, personal con-
tacts, and information brokers and consultants. Some of these sources are
free (e.g. stakeholders) but most of them mean business for someone else
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and can be very expensive compared to the true benefit for the buyer.
(Kumar & Palvia 2001)

Organizations have traditionally relied on their own internal data mainly
because it’s easily available and data integrity can be confirmed. The in-
tensity of global competition and the greater level of uncertainty have yet
increased the use of external data. The problems related to the use of ex-
ternal data (i.e. data integrity, data standards, data security) need to be
solved before the data can be turned to useful information. Before adding
the data to Bl-systems, all discrepancies must be solved to create clean
data, and internal data needs to be integrated with external data. To facili-
tate this process, Kumar and Palvia (2001, pp. 160) recommend the use of
organization-wide standards, which would be adopted by each subsidiary.
Common definitions in organization enhance the quality and comparability
of data, and speed up the collection process as well. (Kumar & Palvia
2001)

Xu et al. (2003) agree with Kumar and Palvia (2001) that external data is a
key to strategic success. Using external data invokes a process of exter-
nalization which expands the focus of decision-making to include the per-
spectives of outsiders and the perspectives of the prevailing economic and
political climate. When the company possesses external information, it can
create “what-if” scenarios to predict and prepare for possible changes in
its external environment. The organization becomes agile and can be one

step ahead of its competitors. (Xu et al. 2003, pp. 3)

After the collection, the data from different sources is compiled to data
warehouses where it can be extracted to further analysis (Ranjan 2008,
pp. 464). Ranjan (2008, pp. 463) defines this process of consolidating data
from multiple operational systems to an enterprise data warehouse as the
main key to a successful Bl system. High-quality data warehousing re-
guires that the consolidated and standardized data is grounded in agreed

upon data definitions, business rules, and data registration requirements
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and methods (Viaene & Willems 2007, pp. 21). Moreover, organizations
can have smaller data marts for different departments which hold more
specific information based on the needs of a given department (Ranjan
2008, pp. 465). Thus, the heavier data warehouse runs on the background
and departments can extract the needed information from there to their
own data marts which will run quicker, and do not contain unnecessary

information.

The transformation from plain data to information begins with analyzing
the data. Analysis can be done with different tools, such as multidimen-
sional analysis and data mining. Online analytical processing (OLAP) re-
fers to the search of cause and effect relationships from multidimensional
data using software technology. In multidimensional analysis data can be
viewed in a wide variety of ways, each of which represents the real dimen-
sionality of the enterprise. The data is approached as a multidimensional
cube of registered facts, so that the cubes represent all the necessary in-
formation that is needed for a certain occasion. For example, to inspect
sales volume, different dimensions can be chosen to the cube, such as
time, region, and product. The view can be easily changed by choosing
different dimensions to facilitate discovering trends and analyzing critical
factors. (Viaene & Willems 2007, pp. 27)

Data mining is the process of going through huge amounts of structured
data to find unknown relationships and patterns that are interesting for the
user (Wang & Wang 2008, pp. 622). Compared to multidimensional analy-
sis, data mining is somewhat more automatic process. Patterns that can-
not be spotted by human eye are searched by using statistical algorithms
(e.g. neural networks, linear regression), and subsequently these patterns

can be applied to new situations (Viaene & Willems 2007, pp. 29).
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3.1.2 Presentation and dashboards

After collecting and analyzing the data, the created information should be
presented to the management to help the decision-making process. The
traditional method of delivering static reports can serve the information
needs of executives in some cases but the more modern way is to enable
users themselves to scroll and drill-down into the figures behind the re-
ports. Dashboards and other interactive reports allow the users them-
selves to decide what they want to inspect. The advantage of a visual
dashboard or a scorecard over to a tabular report is that they capture the

most critical performance information at a single glimpse.

Executives are regularly faced with complex sets of data which in tabular
form are very tedious and time-consuming to evaluate. The problem is
highlighted with the multidimensional data which literally multiplies the da-
ta to be evaluated. Graphical presentations, such as charts, are used to
overcome the problems of spreadsheets but most graphical methods are
only able to portray two- or three-dimensional data. The study conducted
by DeVries et al. (2004) suggests that using schematic faces as perfor-
mance indicators can improve the decision-making process. The empirical
results of their study showed that decisions were made more quickly with
schematic faces than tables or even bar charts. Also, decisions made with
schematic faces were more accurate than with other display formats.
Schematic faces worked especially well with multidimensional data, so
combining them with a contemporary Bl interface should bring good re-
sults. (DeVries et al. 2004)

Xu et al. (2003) interviewed managers to explore the known problems with
using business information system as a strategic tool. The results indicat-
ed that most of the managers found the interface to be poor in most of the
systems. They wanted the system to be user friendly and that it can be
operated without professional technical skills, and also that the presenta-

tion should be kept simple. The other problem mentioned was the lack of
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flexibility. The executives want to be able to drill-down into detailed infor-
mation or to manipulate data if needed (e.g. change the measure from
sales volume to sales value). However, the most important factor for exec-
utives was the information content. If the system cannot provide useful,
meaningful, and significant information, then the system’s interface or

ease-of-use are given no value. (Xu et al. 2003)

Because spreadsheet-type reports are nowadays considered a bit outdat-
ed, organizations have started implementing visually attractive monitoring
mechanisms, like dashboards and scorecards. Scorecards are monitoring
devices for “tracking the status and evolution of a set of higher-level per-
formance objectives, their underlying cause and effect relationships, criti-
cal success factors and KPIs” (Viaene & Willems 2007, pp. 26). Usually,
scorecards do not have interactive features due to their summary-like na-
ture, but they can include hyperlinks to more detailed dashboards (Viaene
& Willems 2007, pp. 26).

Dashboards are a buzzword in corporate performance management these
days and their popularity is understandable. The information is presented
in a visual and intuitive format so that the managers can monitor progress
towards goals at a glance. Dashboards can combine measures from mul-
tiple sources and, therefore, they can ease the information overload be-
cause there is no need to trawl through a barrage of spreadsheet reports
and slide presentations. Also, the factors behind a certain measure are
easily available, thanks to the drill-down feature. Drilling down into granu-
lar level reveals the drivers behind the firm’s business performance which
will improve the responsiveness to changes if the performance is lagging

plans and forecasts. (Dover 2004)

A number of studies regard dashboards as the most useful analysis tools
in Bl. Dashboards have truly improved organizations’ performance be-
cause they offer the ability to access and quickly evaluate different as-

pects of a company’s performance drivers. The great benefit with dash-
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boards is that they can be incorporated with several organizational infor-
mation systems such as ERPs, performance scorecards, and other BI
software. Hence, the users do not have to look information from different
sources because everything can be accessed from one interface. This
speeds up the decision-making process, and also provides a complete
bird’s eye view on the organization’s key performance indicators. (Yigitba-
sioglu & Velcu 2012)

Dashboards can be personalized for each user by their specific needs and
interests which allow the users to focus on the exceptions or conditions
that may be critical to their part of business. The customized charts and
reports enable the users to establish alerts to notify them if data changes
critically or something specific occurs. Users can then be more proactive
about the management of their business. The potential of dashboards
does not limit itself to individual level. Users can also create collaborative
spaces where other users and colleagues can be invited to solve problems
and to give their opinion about the topic. Also, bulletin boards can be in-
cluded into dashboards where managers can give feedback to their sub-
ordinates or users can discuss and share knowledge. (Seeley & Daven-
port 2006)

Dashboards are often accessed via Web browser so they suit well for mo-
bile Bl (Ballou et al. 2010). The real-time nature of new business needs
requires decisions to be made immediately and, therefore, high quality
information is needed in real-time (McKnight 2011). Dashboards are usu-
ally customized to fit individual needs which promote ease-of-use and get-
ting the accurate information quickly. This helps acquiring information on
the road when the business person does not have time to go through mul-

tiple steps to find the needed information (McKnight 2011).

Before organization starts implementing dashboards to its IT infrastructure
it should acknowledge some key challenges. The biggest problem in im-

plementation is inadequately or incorrectly defined system needs. This
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problem was discussed in chapter 3.1.1 that guides to clean and filter the
data before use, otherwise the system gets filled with irrelevant or extra-
neous data. Another challenge is to understand the key assumptions and
inputs, “the information on the dashboard is only as good as the data used
to create it.” Therefore, the metrics put into the dashboard should be criti-
cally estimated, so that the information would be reliable and unbiased.
The next challenge relates to using the dashboard. Dashboard provides
loads of information quickly, and the user should first understand the con-
text of the metrics before relying on them. Without supplemental infor-
mation, managers can make hastily shortsighted judgments and, thus,
wrong decisions. Hence, the numbers should be first scrutinized by drilling
down into them and considering the long-term effects of the decisions
made. (Ballou et al. 2010, pp. 28-31)

3.2 Knowledge management, KM

Von Krogh et al. (2001, pp. 421) describe the role of knowledge in busi-
ness as “in the knowledge economy a key source of sustainable competi-
tive advantage and superior profitability within an industry is how a com-
pany creates and shares its knowledge.” The previous Bl chapter present-
ed how the data can be turned into information to be used in decision-
making process, but it did not explain how the organization can gain in-
sights and understanding from its own experiences and turn information

into knowledge.

Transition from simple facts to a comprehensive, organizational
knowledge is the basis of knowledge management. Bose and Sugumaran
(2003, pp. 5) define KM as the management of organization’s corporate
knowledge and information assets to encourage better and more con-
sistent decision-making. The management part in knowledge management
is considered as creating, organizing, sharing, and using knowledge in
order to create value for an organization (Yew & Aspinwall 2004). The

process is very similar to business intelligence; however, the nature of in-
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formation/knowledge is different. Bl focuses mostly on explicit, numeric
information whereas KM’s focus is on non-quantitative, explicit and tacit
information (Herschel & Jones 2005). The two concepts can complement
each other, and KM is often described as the helping hand of Bl and being
an internal-facing BI, sharing the intelligence among the employees (Her-
schel & Jones 2005, pp. 46). According to Herschel and Jones (2005, pp.
54) “only a fraction of the needed information exists on computers; the
vast majority of a firm’s intellectual assets exist as knowledge in the minds
of its employees.” KM and BI together can create an entity which will cover
all the needed information and knowledge in decision-making. When KM
and BI are used together, both quantitative and qualitative information will
be taken into account, so that the executives have the maximum amount
of information available for planning the future actions. The nature of
knowledge and how it is created and shared will be discussed next.

3.2.1 Knowledge

Knowledge does not have a universal definition in academic literature.
Typically, the literature has a hierarchical view of data, information, and
knowledge. Data is a collection of discrete, objective facts, which are
usually presented in raw numbers. When data is organized, summarized,
and analyzed, and it has a meaning or an interpretation, it becomes infor-
mation. Knowledge is information combined with experiences, context,
and reflections, which are embedded in organizational routines, process-

es, practices, and norms. (Kahn & Adams 2001, pp. 19-20)

The main differentiating characteristic of knowledge is the difficulty of its
articulation. Polanyi (1966) created the distinction of tacit and explicit
knowledge. Explicit knowledge is easily articulated and transferred, objec-
tive and rational knowledge. Tacit knowledge is difficult to articulate and
transfer, and is more subjective and experiential. The problem that many
organizations face is how to turn tacit knowledge into explicit. Tacit

knowledge lies in the individual heads of the employees and cannot be
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therefore used by the whole organization. Hence, the organization may
possess something valuable information which could benefit its business
but it does not necessarily know it. Knowledge creation process aims to

transform tacit knowledge into explicit to fully utilize the hidden knowledge.
3.2.2 Knowledge creation

Knowledge creation process is about developing new contents or replac-
ing existing content within the organization’s tacit or explicit knowledge
(Alavi & Leidner 2001, pp. 116). Nonaka and Takeuchi (1995) developed
their groundbreaking SECI model, which stands for socialization, external-
ization, combination, and internalization, to represent how tacit and explicit
knowledge interact to create knowledge in an organization (Herschel &
Jones 2005, pp. 48). The four conversion modes depict how knowledge
moves through individual, group, and organizational levels (Alavi &
Leidner 2001, pp. 116). The SECI model by Nonaka and Takeuchi (1995)
IS presented in figure 4.

p TACIT TACIT 1

TACIT| Socialization |Externalization| EXPLICIT

TACIT| Internalization] Combination | EXPLICIT

L EXPLICIT EXPLICITJ

Figure 4. Knowledge creation process (adapted from Nonaka & Takeuchi
1995)

Socialization refers to passing on old tacit knowledge to new tacit
knowledge through social interactions and shared experience. An example
of socialization is apprenticeship where apprentices learn new skills by
working with their masters. Externalization is the process of converting
tacit knowledge to new explicit knowledge through, for example, traditional

trainings. The combination is about “the creation of new explicit knowledge
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by merging, categorizing, reclassifying, and synthesizing existing explicit
knowledge.” The last mode, internalization refers to creation of new tacit
knowledge from explicit knowledge. For example, workers can create own
interpretations and knowledge from their colleagues’ thoughts by reading
intra-organizational blogs or discussion forums. By learning and under-
standing new meanings, the individuals can extend or update their own
tacit knowledge base, thus creating a spiral of learning and knowledge.
(Alavi & Leidner 2001, pp. 116)

3.2.3 Knowledge transfer

In their study, Von Krogh et al. (2001, pp. 424) distinguish two core
knowledge processes: knowledge creation and knowledge transfer. The
newly created, documented knowledge should be provided to others in the
organization so that the learning process can begin. Knowledge transfer
requires that parties are aware of the opportunity to exchange the
knowledge, and that they are motivated to apply the exchanged
knowledge into their own activities to realize the benefits (Von Krogh et al.
2001, pp. 425). Therefore, the organization should encourage the
knowledge sharing culture and arrange possibilities for workers to create
shared learning experiences (Nonaka & Takeuchi 1995; Carpenter &
Rudge 2003; Dalkir 2005). Employees are often reluctant to share infor-
mation because they are commonly rewarded for what they know. There-
fore, it is important for organizations to have a reward system for

knowledge sharing (Herschel & Jones 2005, pp. 52).

Knowledge can flow through different channels inside the organization.
Informal channels, like unscheduled meetings, seminars or plain conver-
sations, work in small organizations where the smaller amount of interme-
diaries cannot interfere with the knowledge passing on from one worker to
another. Formal channels, such as training sessions, will offer a greater
distribution of knowledge inside the organization, and it is also suitable for

larger organizations. If the knowledge to be transferred is very context
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specific, then personal channels (e.g. apprenticeships, personnel trans-
fers) are the best option, whereas impersonal channels, like knowledge
repositories, work effectively for codified, non-context specific knowledge.
The most effective transfer channel depends upon the type of knowledge
to be transferred, and in many cases using multiple channels brings the
best results. (Alavi & Leidner 2001, pp. 120-121)

Knowledge transfer should not be limited just inside the organization as
external partners are also important. Organizations can benefit from hav-
ing strategic partnerships with other companies. Also, research and train-
ing agreements with universities and other research institutions offer the
most up-to-date research knowledge for the firm. A good example of trans-
ferring knowledge from outside the organization is using a CRM system
(see chapter 2.1.4). The knowledge can flow into different directions and
thus benefit both parties. Bose and Sugumaran (2003, pp. 5) note that by
integrating CRM data with knowledge from around the organization, com-
panies can make truly customer-centric business decisions. (Von Krogh et
al. 2001, pp. 425-426)

IT systems play an important role in leveraging knowledge across domains
in an organization as they provide a link between sources of knowledge
(Alavi & Leidner 2001). The systems help employees to design, organize
and develop their own work activities and also to communicate knowledge
with each other (Von Krogh et al. 2001, pp. 429). IT increases the
knowledge transfer by offering a domain that is free from time and location
restraints, so that the knowledge seekers can access the needed infor-
mation whenever they want. Alavi and Leidner (2001) listed some applica-
tions that suit for knowledge transfer. They state that electronic bulletin
boards, discussion forums, and knowledge directories facilitate sharing of
knowledge as employees from different subsidiaries can discuss with each
other about their problems without having to be in the same space. Fur-
thermore, other employees can follow the discussion and learn about it

without having to take part in it.
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3.3 Integrating Knowledge Management and Business Intelligence

Recently, the academic literature has started to propose the integration of
Bl and KM to promote organizational learning and effective decision-
making (Wang & Wang 2008; Herschel & Jones 2005; Seeley & Daven-
port 2006). The convergence of KM and Bl can deepen and broaden the
amount of searchable knowledge and information because the integration
process usually turns unstructured information from individual heads into
structured intelligence which can then be accessed with traditional busi-
ness tools (Herschel & Jones 2005, pp. 48). The integration of these two
concepts has previously faced technical difficulties as most Bl software
systems were unable to integrate non-quantitative data into their data
warehouses. The evolving technologies have solved these problems, and
now the data can be reported from a variety of previously incompatible
sources, which enables the rapprochement of KM and Bl (Herschel &
Jones 2005, pp. 47).

Even though Herschel and Jones (2005) argued that the vast majority of
firms’ knowledge exists in the minds of its employees, some firms attempt
to collect the knowledge into a reusable form. But often the large number
of findings from extensive data analysis is used only ad hoc as firms have
no proper structure or process for capturing and reusing the knowledge
over time (Seeley & Davenport 2006, pp. 11). Nemati et al. (2002) sug-
gest that besides the data warehouse model that Bl systems use, firms
should have a knowledge warehouse architecture which facilitates the
capturing and coding of knowledge, and thus enhances the knowledge
retrieval and sharing. Seeley and Davenport (2006, pp. 11) argue that the
underlying technologies that analyze the Bl content and the KM content
can be different but the front-end technology for accessing and displaying
the content should be the same. They root for the usage of portals (e.qg.
dashboards) that can display data, data-derived knowledge, or human-
derived knowledge at the same time. The case study conducted by Seeley

and Davenport (2006) presented some companies that had integrated var-
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ious business domains, such as CRM, quality management, production
systems, financial controls, and reporting into a single dashboard. The re-
sults were encouraging as the productivity of the employees had risen,
customer satisfaction increased, and the decisions made by managers

were more accurate.
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4 CASE STUDY AND SITUATION ANALYSIS

This chapter will present the findings from the interviews, and offer a brief
introduction of the case company. Furthermore, the development needs
for the sales steering reporting system are analyzed together with the find-
ings from the previous literature. Based on the analysis, suggestions for
the future reporting system are discussed in the end of the chapter.

4.1 Research methods and data collection

The material for this study’s empirical part was gathered from the in-depth
interviews to the key personnel of the case company. The interviewees
were chosen in a way that would represent all the levels of BU’s sales
management because these people are in the key role in sales steering
and have the most knowledge about the topic. Stora Enso Consumer
Board has six main segments and the aim was to interview all of the seg-
ment directors who would likely have the most accurate view over their
businesses. Only one segment director was left outside of the interviews
due to the timetable reasons. The total amount of interviews was ten. Nine
of the interviewed persons worked in business unit Consumer Board and
one of the interviewees worked in business area level. Seven persons
from the business unit worked among sales and the rest of the two per-
sons were from business unit controlling and support. The persons who
worked among sales have been in the company for many years, most of
them even before the merger of Stora and Enso Oy in 1998, so they have
an extensive experience on working with paperboard, and especially with
paperboard sales. The positions held by the interviewees can be seen in
the list of references. The interview gquestions can be seen in the appendix
1. The appendix 1 includes the key questions that were asked from most
of the interviewees but there were also some additional questions that are
not listed in the appendix 1. Furthermore, some questions were seen irrel-
evant and difficult to answer for some of the interviewed persons so those

guestions were passed.
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The aim of the interviews was to create open conversation on the topics
so the interview method became a themed interview. This method enables
the interviewees to answer the questions in their own words but also al-
lows the interviewer to modify the questions to suit for each interviewee
and their knowledge. Themed interview is a more open interview method
and it gives space to the interviewee while the interviewer can direct the
conversation to the desired direction without the feel of excess control
(Alasuutari et al. 2005, pp. 104-105).

The interview process began with introducing the purpose of the study to
the interviewees, and some days before the actual interview the questions
were delivered to the interviewees. They were also asked to familiarize
themselves to the topic and to the questions. The purpose of this was to
create a comprehension on the topic, and to ensure that the interviews
would provide the desired results. Also, the tight schedule of the interviews
would have been compromised without a beforehand familiarization to the

questions.

The interviews were performed by the author, eight of the interviews were
performed face-to-face and two of the interviews were performed via
phone. Every interview was recorded and some additional notes were
made during the interviews. The average length of the interviews was
around an hour. After the interviews the author went through the questions
thoroughly. The interviews were not transcribed word for word but the
most important issues from each topic were written down to a spreadsheet
file to make the comparison of answers simple. The answers were then
compared with each other and the key issues that would help to find the
answers to this study’s research questions are presented in the following
chapters.
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4.2 Description of the case company

The subject of this case study is Stora Enso Consumer Board which is part
of a larger Business Area, called Renewable Packaging. Measured by
turnover, Stora Enso Oyj was the fifth largest forest industry company in
the world in 2010 (Metsateollisuus ry 2012). In 2011, Stora Enso’s turno-
ver was EUR 10.9 billion, and the company had 27 958 employees on av-
erage (Stora Enso 2012a, pp. 36, 55). Stora Enso Consumer Board is the
largest segment in the company measured by turnover, and it had 3 792
employees on average in 2011 (Stora Enso 2012a, pp. 53, 55). Stora En-
so Consumer Board has production facilities in Finland, Sweden, Spain,
and Germany while the sales organization covers all continents. In March
2012, Stora Enso revealed their plans to invest in new integrated consum-
er board and pulp mill in China which is scheduled to start the production
in the end of year 2014 (Stora Enso 2012b). The mill will produce liquid
packaging board for mainly local use, with the yearly capacity of 450 000
tonnes (lbid).

Stora Enso Consumer Board’s main products are liquid packaging boards,
food service boards, graphical boards, and carton boards for use in food
packaging, cigarettes, pharmaceuticals, cosmetics and other luxury prod-
ucts (Stora Enso 2012a, pp. 52). Basically, the board is made by layering
different fibers depending on the desired properties of the board. The fi-
bers are extracted from the raw material by pulping it. The raw material for
board making is usually virgin fiber, i.e. trees, but in some products the
virgin fiber can be replaced with recycled fiber. The board-making process
begins with pumping a mixture of water and pulp onto a wire where the
mixture forms a web. The web is then dried in different phases using heat
and pressure, and after that the raw board gets coated to add smooth-
ness, gloss, brightness, and absorption characteristics. The finished pa-
perboard is wound up to a jumbo reel which is then rewound to narrower
reels or cut into sheets, and then delivered to the customer. In addition,

after the paperboard production process the paperboard can be extrusion
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coated. This process adds a barrier coating to the board which protects it
from the harmful effects of light, oxygen, humidity, and microbes. The
method is commonly used in liquid and food packaging boards to prevent

the contamination of foodstuff.

4.3 Findings from the interviews

The case company’s sales operations have been organized to different
business segments within the business unit. The segment directors and
their teams are responsible for forming their own sales strategies. Howev-
er, the actual sales actions are performed in the field sales offices and
customer service centers located around the Europe and rest of the world.
The business segments have their own dedicated sales people who are
responsible for reaching the set targets to them. As discussed in the intro-
duction, the case company is implementing a new sales steering project
which will bring a new pricing tool available to create more transparency
and comparability to the prices between the segments. Also, the project
brings the sales steering reporting under development. Previously, every
segment has had their own way of scrutinizing the information and running
the sales reports which has disturbed the comparability between the seg-
ments. The new reporting tool aims to a consistent way of reporting which

will decrease the number of reports that must be run.

4.3.1 Sales steering in the case company

Since the concept of sales steering was not acknowledged in the previous
studies and there was no clear definition for it, the first questions were in-
tended to map what was meant when the interviewed people talked about
the sales steering. The interviews revealed that the people who worked
closely among sales (70 % of the answers) emphasized that sales steer-
ing is about optimizing the long-term profitability of sales by steering the
sales towards the previously set objectives. These people work quite

closely together so it was expected that the answers would be fairly simi-
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lar. The rest of the answers were a bit more vague; one of the answers
considered sales steering as procedures that steer the sales to the right
direction, and the rest of the two answers focused on the efficiency of the
company’s internal sales processes. However, every answer was on the
right course, and it is somewhat impossible to give a fully accurate answer
to a subject that has not been officially defined anywhere. Compared to
the case company’s own definition of sales steering (management of pric-
es, volumes and customer relationships), the pricing and volume aspects
were mentioned in the answers but none of the answers considered cus-
tomer relationships to be a part of the sales steering process. This can be
caused by the fact that currently the case company does not have an op-
erating customer relationship management system. (Interviewees: A, B, C,
D,E,F G,H,IJ)

When the interviewees were asked to explain what elements does the
sales steering include, the answers offered a variety of aspects. The ma-
jority of answers mentioned that pricing is one of the most essential parts
in sales steering. Prices are used as a measure on how the markets and
company’s market share are developing. When the economic situation is
good and the company has a fair share of the markets, the prices tend to
go up and vice versa. Prices can also be used in estimating the develop-
ment of the markets. For example, the company can monitor the accepted
offers over a specific timespan and on what price have they realized. If the
accepted prices have been going down, then it is possible that the overall
demand is decreasing and the market situation is getting tougher. Fur-
thermore, prices will partly determine the profitability of the company, so
the correct calculation of prices is essential. Prices and price targets are
also used as a steering element for the salespeople. The salespeople are
given specific price levels which they cannot undercut when dealing with
the customers, and this will ensure that the salespeople will not make un-
profitable deals for the company, assuming that the target price is correctly
calculated. The salespeople’s target prices act also as a control instrument

for the management. The prices are easy to measure and follow, so the
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correcting actions can be taken quickly if deviations are noticed. Finally,
prices make a good comparison tool for the management to compare how
the different business segments are performing. Thus, the products that
are sold in different segments are similar but they can be sold with differ-
ent prices to different customers and regions, and this should be closely

monitored. (Interviewees: A, B, C, D, E, |, J)

Pricing decisions are made inside the business segments and each one
has a different way of doing them. Pricing is mostly done on customer lev-
el and it is based on profitability. Some segments have large customers
which have long contracts and the prices can be decided for three years
onwards but most of the prices are negotiated for each order separately.
The segment directors are guided by the instructions from the BU man-
agement which affects the pricing frames used by the segment directors.
As mentioned before, pricing is based on EBITDA-levels which the negoti-
ated prices are not allowed to undercut. The segment directors give these
frames to the salespeople who then negotiate the prices. However, cur-
rently the prices can include different discounts and surcharges which are
negotiated by the salespeople with the customers. Therefore, the compa-
rability and transparency of prices has suffered because each salesperson
has used their own methods, and on the other hand, management has just
monitored that the profitability-requirement has been filled. The price leak-
age has been a problem, because the company has not been able to mon-
itor if the prices have included the necessary surcharges or that the cus-
tomer has not been given unjustified discounts. The current sales steering
project will present a new pricing tool which will make the monitoring more
reliable, and the price leakage can be minimized. When comparing the
case company'’s pricing to the frameworks presented in the literature (see
chapter 2.1.2), the aspects from Smith’s (1995) cost-orientation, and No-
ble and Gruca’s (1999) cost-based pricing are quite similar with the com-
pany. The case company uses price waterfalls to discover how the varia-
ble and fixed costs affect the desired profit margin. (Interviewees: B, C, E,

)
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The other important element mentioned was the management of volumes.
Volumes in customer, market and segment level are along with the prices
the most important steering methods. Sales plans are based on the esti-
mated volumes that the field sales calculate regularly, and then the sales
plans are used as targets for the coming months. Furthermore, manage-
ment can try to optimize the capacity utilization to avoid the unnecessary
fixed costs. Also, regarding the capacity utilization, when the market situa-
tion is poor the machines should be kept running full, but when the market
situation is better the company should perform “tail cutting” analysis which
aims to lose the unprofitable customers that are using the machines’ ca-
pacity. Volumes were also seen as easy to measure and a simple enough
metric to be used as a salespeople’s personal target. (Interviewees: A, B,
C,E G,

The interviewees listed other sales steering elements too: finding the mar-
ket and growth opportunities, developing the offering to the targeted mar-
ket segments, giving feedback and coaching the salespeople, cost analy-
sis, optimizing the internal sales processes, and following up the agree-
ments with the customers. Most of the interviewed people mentioned the
opportunity spotting but when asked more about it they considered it to be
more strategy related issue. They thought that it was part of a longer term
planning on where the company wants to be in the future, and these deci-
sions are made during the strategy process. (Interviewees: A, B, D, E, F,
G, 1)

The majority of the interviewed persons were unanimous when they were
asked to explain on what level is the sales steering performed. They all
agreed that the main responsibility for sales steering is in the hands of the
segment directors. They have the first hand contact to the salespeople
who ultimately perform the actual sales actions. They also concurred that
the segment directors were guided by the business unit management and
by the company strategies, but the segment directors still had room for

own visions and actions. Thus, the segment directors should have clear
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objectives from the top management which they can use as guidelines
when steering their salespeople and sales function. This is in line with the
findings of Dannenberg and Zupancic (2009) and Ingram et al. (2002) pre-
sented in chapter 2.1 that the objective setting and strategy process is a
hierarchical process. (Interviewees: A, B, C, E, G, H, |, J)

4.3.2 Strategy process in the case company

During the interviews it came out that the strategy process is a bit vague
for most of the interviewed persons. There were no clear definitions for
different strategy types and every business segment seemed to use their
own strategy types. However, the common understanding was that the
business unit has its own strategy, which was commonly referred as a
marketing strategy, and this strategy is flowing from top to down. The mar-
keting strategy includes also the business segments which are the basis

for further customer segmentation. (Interviewees: A, B, C, E, F, G, H, |, J)

Creating a marketing strategy requires information from multiple channels:
production and operations perspective, sales and marketing perspective,
and supply chain perspective. The information from these channels cre-
ates the cornerstone of strategy process. This information is used to de-
termine what is the current position in the markets, how are the current
markets served with current asset base, what is the case company’s mar-
ket share, how are the competitors performing, how is the current market
share kept and how will it develop in the future. In detailed level, during the
strategy process the current production assets are estimated and what
kind of investments do they require, how are the products made available
to the markets, where are current customers moving, which regions are
growing and where would the case company have the most potential. After
these aspects have been assessed the strategy can be used as a guide-
line for more detailed sales strategies in business segment level. The
marketing strategy has a longer-term view than the sales strategies. (In-

terviewees: F, H)
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The business segments create their own segmentation which depends
much on the business that they are doing. The most common segmenta-
tion criteria are products, customer size and profitability, key accounts,
and end-uses. Besides the segmentation, some of the interviewees men-
tioned that they prioritize customers inside the segments. According to
them, customers are prioritized by their willingness to pay premium for
service, quality or availability, are the customers in a long-term relationship
with the case company, and which customers might be important for the
case company in the future. This prioritization helps the directors to
choose which customers are likely to be served and which ones the case
company can afford to lose in a situation where the selection must be
done. In some cases, the customer selection cannot solely be based on
short-term profitability figures if the case company wants to optimize the
long-term profitability and cash flow. Thus, in the case company customers
are not just valued by their size (in terms of value and volume) but for the
long-term relationships and hence profitability. This finding supports the
thoughts of Kinni (2004) presented in chapter 2.1.1 where he highlighted
the importance of potential future value of the customers. When the seg-
mentation is done, individual sales strategies are prepared for each seg-

ment. (Interviewees: A, B, C, E, |, J)

When the strategies are implemented in the daily sales work it is important
to be consistent. Even though the market situation would fluctuate a lot the
main guideline is to keep to the strategy. When markets are shaky, it is
easy to step out from the strategy and make emergency decisions which
could harm the business in the longer term. This was also encouraged by
Panagopoulos and Avlonitis (2010) in chapter 2.1.1 where they noted that
a well implemented sales strategy will help in reacting to market disturb-

ances. (Interviewee: J)
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4.3.3 Currently used metrics and reports in the case company

One aim of the interviews was to map the current metrics that manage-
ment is using in their daily sales steering work. The metrics are in the fol-
lowing list. Management is following:

1. Profitability (EBITDA and EBIT)
Prices on product segment, customer, and region level
Volumes on product segment, customer, and region level

Order inflow

ok~ 0N

Invoicing (which includes volume and prices, but this was men-
tioned as a common set for these)

Sales plan figures (mostly volumes and prices)

Product stock levels

Order backlog

© © N o

Transportation costs
10. Sales plan accuracy
11.Deviations from budget
12.0Overdue receivables
13.Credit limits
14.Customer feedback

15.Some macro-level trends, market reports, sales leads

These were the most common metrics and measures that were mentioned
during the interviews. Naturally, everyone scrutinizes the figures from dif-
ferent perspectives and in different periods. A common method is to com-
pare the actual profitability and volumes of a certain period to the ones in
the sales plan and budget. This way the reasons for falling behind or ex-
ceeding the sales plan can be taken into a closer look. The clear majority
of the interviewees (80 %) mentioned that they look, at least to some ex-
tent, order inflow, volume and prices. These three measures are among
the simplest metrics that can be run from the systems which can partly
explain their popularity. On the other hand, they are in balance regarding

the forward-looking and backward-looking ideology. Order inflow reveals
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the future volumes while actual volumes and prices together explain what
the realized sales value was. Order inflow is also the only metric that al-
lows the management to perform steering actions and change direction in
time, before the financial period is over. The other measures can help to
make changes to the future actions but they were not seen as timely as
the order inflow. (Interviewees: A, B, C, D, E, G, H, I, J)

A notable issue in the list is the lack of activity based, behavioral metrics.
One person mentioned that customer feedback was one of the metrics
that is being followed. Other behavioral measures, such as the activities of
the sales people, are missing. Some of the interviewees mentioned later
that they try to keep track of the activities performed by the field sales but
this is not monitored daily. Thus, it is clear that the outcome metrics are
more recognized in the case company. (Interviewees: A, B, I)

The interviewees were also asked whether they prefer to base their deci-
sion-making on sales plan figures or on actual, realized figures. The com-
mon opinion was that they try to be more forward-looking but in some cas-
es it is difficult due to the incorrect sales plans. The sales plans are based
on the estimates of the field salespeople who fill in them to the reporting
system. If the salesperson has not used enough time and effort to the es-
timation process, it is likely that the sales plan will not be reliable. There-
fore, the company has started to measure sales plan accuracy in order to
improve it in the future. The realized figures are used to spot possible
trends in the markets, and also to make bigger corrections to the future
actions if problems have been detected. Thus, the case company’s sales
organization is on the right path with the forward-looking attitude and this
supported by the findings of Likierman (2009, see chapter 2.2.4) where he
noted that focusing too much on the past will not explain how the organi-

zation will perform in the coming months. (Interviewees: A, B, C, E, G, H, I)

One purpose of the interviews was to discover how much qualitative, soft

information was used besides quantitative, hard metrics in decision-
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making. The interviewed persons acquire qualitative information by visiting
the customers, discussing with their sales teams, reading market reports
and other business environment reports from the company’s intranet. The
customers were seen as a source of valuable market information because
most of the sales does not go straight to the end-users. Hence, the case
company’s customers know more about the preferences and expectations
of the end-using customers who ultimately create the demand, so the in-
termediary customers should be utilized effectively. Gebert et al. (2003,
see chapter 2.1.4) have highlighted this aspect in their study where they
considered that customers are in vital role for supplying knowledge from
the markets which can be exploited in sales steering. Though, the com-
mon opinion was that competitor and other business environment reports
would be needed much more and they should be organized in a more
structured way than currently. Few mentioned that simple figures cannot
be the only basis on decision-making but they have to be combined with
qualitative information to create knowledge and a complete picture of the

business. (Interviewees: A, B, C, E, G, H, I, J).

4.3.4 Problems in the current sales steering metrics and reports

Probably the two greatest problems in the current sales steering metrics
and reports are the lack of common language and the reliability of the
sales plans. The reliability problem of the sales plans was already dis-
cussed in the previous chapter. The lack of common language refers to
the issue that when people are going over the figures and reports they all
have their own ways of running the reports from the system. For example,
the management can look at the customer prices on a segment level but
when the segment director is looking at them he/she can have totally dif-
ferent figures. This is caused by the vast amount of different criteria that
can be excluded or included when running the reports. Hence, the case
company does not have a unified guideline for different metrics. The prob-
lem is well-known in the previous studies. Kumar and Palvia (2001, see
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chapter 3.1.1) noted that common definitions inside the organization en-

hance the quality and comparability of data. (Interviewees: A, C, D, H)

Other problems mentioned were the overall data reliability, false transpor-
tation cost standards in the reporting system, historical data is not updated
to match the current situation, and the large size of the reports. The prob-
lem with the overall data reliability occurs when the analysts send reports
to the management. Because the analysts do not get enough information
from the field they cannot filter the figures that they are running from the
systems. Therefore, the analysts send reports to management which can
include simple errors that could have been avoided if the analysts had
more situational information to filter out the discrepancies. Hence, the
management has to question almost every figure before trusting them
which takes time. (Interviewee: B)

Two of the interviewed persons have noticed that the reporting system has
too rigid transportation cost standards which skew the profitability. The
cost standard is based on a priority route that the system calculates for
each order. However, if the order is delivered via different route than the
first priority route, the transportation cost will still be based on the first pri-
ority route, even though the alternative route had been cheaper or more
expensive. Hence, the system can indicate an incorrect profitability for the

order. (Interviewees: H, )

It was seen important that the already existing historical data would be
kept updated. For example, old customer codes and names will not be
valid if the customer has merged with another companies or if the custom-
er has had other major changes. Therefore, customers’ previous actions
and deliveries cannot be reliably analyzed and compared because some
information may be left outside the analysis because of the new codes.
Thus, historical data should not be forgotten to the background but it
should also be maintained regularly. In their study, Chaudhuri and Dayal

(1997, see chapter 3.1) remind of the importance of refreshing the data
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every now and then, so that the data can reflect updates at the sources.

(Interviewee: E)

The final problem was the size of the reports in some occasions. Some-
times, to get a clear picture of the situation the figures would be needed to
be scrutinized in detail level. This would require that the reports included
all the detail levels because it is impossible to know in advance what detail
can affect the certain figures. Hence, the reports would swell to thousands
of rows of data which will affect the system performance and the usability
of the reports. (Interviewee: E)

Besides the problems the interviewees were asked about the best features
in the current setup. Most of the interviewees agreed that the current re-
porting system’s data warehouse is the best part of the setup. It includes
so much data in different detail levels that it enables to measure pretty

much everything. (Interviewees: A, B, E, H, |, J)

4.3.5 Customer relationship management in the case company

Currently, the case company does not have an operating customer rela-
tionship management system. 90 percent of the interviewees criticized
heavily for the lack of such a system as it would bring so many benefits to
the daily sales steering and actual sales work. Some of the interviewed
persons were outraged that a business of this sized is run without a proper
CRM system. (Interviewees: A, B, C,E, F, G, H, I, J)

Some of the interviewed persons had shallow customer lists, such as top
10 customer listings where some key facts were stored. Some business
segments have collected customer information, visit reports, meeting
notes and other material to the business segments’ own intranet site but
they were seen too unstructured and unsystematic to be used efficiently.
But most of the interviewees did not have customer lists as the facts are
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difficult to collect because the customer information is currently stored in

up to eleven different systems. (Interviewees: A, E)

Because the customer information is not systematically collected to any-
where the responsible account managers and other field salespeople must
have their own notes either on their computers or in their heads. This is a
huge risk for the company because if the employee someday leaves the
company, all the information will also be lost. This has caused that the
company has lost some customers over the years when their dedicated
salespersons have left the case company. Furthermore, the common opin-
ion among the interviewees was that the CRM system’s importance is
much more vital for the field sales. Before the salespeople can visit the
customers they have to run numerous reports from the different systems to
get the latest situation about the customer’s ongoing orders, offers and
such. This naturally takes a lot of time when the salesperson has to be in
the office running the reports while he/she could be meeting other cus-
tomers. Besides, if during the meeting the customer asks something that
the salesperson has not prepared before the meeting, the customer will be
left without an answer because the information will unlikely be available on
the road. Hence, the salespeople are not able to serve the customers as
they would like to, and the likelihood of getting unsatisfied customers in-

creases. (Interviewees: H, I, J)

4.3.6 Salespeople controlling and compensation in the case compa-

ny

Previously in the case company, salespeople controlling has not been paid
much attention to but recently this part of sales steering has gained in im-
portance. The metrics that are monitored are mostly outcome-based, such
as sales volumes, prices, sales plan accuracy, and stock levels but there
are also some behavioral metrics, such as number of customer visits and
customer feedback. The control of the outcome-based metrics is mostly

performed by comparing the metrics to the ones in the sales plan and
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budget. Thus, the control is based on targets. If the salespeople do not
meet the targets, then the management will try to discuss with them about
the reasons for falling behind the target levels. The behavioral control,
which is mainly regarded as the number of customer visits, is used to con-
trol the activity level of the salespeople. Because the sales teams are sep-
arated from the management, the visit reports that indicate the number of
customer visits are the only way for the management to control whether
the sales people are sitting in the office or visiting customers. At the mo-
ment, the control is based on mutual trust and commitment, and self-
direction of the salespeople. The answers support the theory of Anderson
and Oliver (1987, see chapter 2.2.1) that in more outcome-based control
systems the salesperson is held as an entrepreneur who is given the free-
dom to choose own methods to achieve targets but is also held accounta-
ble for reaching them. (Interviewees: A, B, C, E, G, H, I)

A clear need for more control was perceived since currently the set targets
are seldom achieved. The salespeople would need more coaching and
probably more motivation. One of the business segments has recently es-
tablished budget based “commitment targets” which were intended to be
more individual level targets but still, the salespeople have failed to
achieve them. The problem was seen on the fact that the control should
be further developed but the salespeople hate the word control. (Inter-

viewees: A, I)

Possibly the greatest problem in the sales control system in the case
company is that the salespeople rewarding system is not working properly.
Salespeople are getting a fixed salary, and on yearly basis they can get a
reward which is based on factors that they cannot affect much. Majority of
the interviewed persons (70 %) said that the salespeople should have a
salary which is divided into a smaller fixed part and a larger moving part.
The moving part of the salary should be based on personal and measura-
ble targets on which the salesperson can have a full control. This would

keep the salespeople “on their toes” and increase the motivation. The tar-
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gets should be a combined set of monthly outcome targets and activity
targets but the key point is that they should be perfectly measurable.
However, some downsides were seen for the above mentioned sugges-
tion. It is possible that the salespeople would start to optimize their short-
term targets in order to get a higher salary, and therefore the business
segment level long-term targets could be disturbed and counteracted. Al-
so, it is difficult to find a rewarding system that would be fair to everyone
since the salespeople have so different customers on their responsibility.
(Interviewees: A, B, C, D, E, G, |, J)

4.3.7 Specific objectives for a sales steering reporting system

The interviewees pointed out some objectives that a sales steering report-
ing system should have in the case company. These objectives are in the
following list. The system should:
1. Include the latest information on market trends and generally more
external information
Be user-friendly, easy to use, and fast
Have a light infrastructure
Have drill-down abilities
Include more customer satisfaction aspects
Have valid and standardized data with no extraneous data
Be integrated into a CRM system

Have offline access
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Have different views for management and field sales

10.Be able to monitor lost and won deals

11.Include information from weekly timeframe onwards

12.Have two years of historical data

13.Include a knowledge sharing portal

14.Have a dashboard-like interface but also the ability for static reports
15.Combine different systems into a one interface

16.Be customizable
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The interviewees agreed that the basic metrics that are used currently
(see chapter 4.3.3) cover the most important information needs that are
needed to steer the sales to the right direction. As can be seen from the
list, most of the objectives concentrate on the reporting and displaying fea-
tures of the system whereas the data content was left to the background.
Thus, the management sees that most of their data and information needs
are covered in the current setup and requires only little attention but ac-

cessing and displaying the information requires development.

4.4 Analysis of the sales steering methods

The interviews indicated some problems and development issues in the
sales steering reporting system, and in the sales steering itself. The find-
ings from the interviews and from previous studies are combined to create
solutions and options to these problems. Also, these solutions will be the

cornerstones in finding answers to the research questions.

The findings of this study are in line with the previous studies: there is no
general definition on sales steering. So, the first step was to create a com-
prehension on the researched topic, and this was done by going through
the case company’s own material about the sales steering project and def-
inition, and also by interviewing the persons that are the most related to
sales steering in the case company. The majority of the interviewed peo-
ple shared the same thoughts about the matter but there were also some
vague interpretations. The number of interviewed people was quite small
and everyone worked in the same organizations so it was expected that
the answers would be quite similar. It would be interesting to ask the same

guestion from different companies and compare the results.

Sales steering includes elements that should be based on well prepared
strategies that flow from the top management to lower levels of the organi-
zation. Therefore, the strategies should be clearly defined and instructed

to everyone in the organization so the right path of the organization would
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be ensured. If the strategies are not perfectly understood, then the imple-
mentation of them to the lower levels will go wrong. The answers from the
interviews showed that the strategy process and definitions are not fully
comprehended in the sales organization. The business segments create
their own sales strategies but it was not ensured that they are perfectly
aligned with the business unit’'s or business area’s marketing strategy.
There is a risk that the business segments are trying to optimize their indi-
vidual performance instead of trying to optimize the business unit's per-
formance. One way to overcome the problem was presented in chapter
2.1.1 by Dannenberg and Zupancic (2009) where they suggested that
sales organizations should be involved more to the development of busi-
ness unit wide marketing strategy. This way the sales organization and its
members would have enough knowledge about the top management’s
visions and longer-term plans so that they could steer the sales towards
the longer-term targets instead of optimizing the short-term profitability.
And on the other hand, this two-way strategy process will benefit the top
management in providing information about the sales organizations’ re-

sources and capabilities so that the targets would be achievable.

Many researches emphasize that customer segmentation is the starting
point of any sales strategy. Customer segmentation can have a positive
effect on profitability as the company can focus its efforts on the most
promising customers, and this is what the case company is currently do-
ing, but it might be useful to develop segmentation even further. Literature
suggests (e.g. Ingram et al. 2002; Kinni 2004) that segmentation in the
modern business environment should be more customer-oriented than it
used to be. At the moment, case company is not collecting enough cus-
tomer information to be able to segment their customers into more specific
groups which could reveal previously unknown customer groups that could
be profitable in the long run. For example, the case company is focusing
on European customers which are more profitable now than the overseas
customers. The overseas customers are not segmented further and thus,

the long-term potential of these customers remains undiscovered for the
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company (Interviewee G). The case company could expand their segmen-
tation process to overseas customers and analyze these segments in

terms of long-term profitability and growth opportunities.

One of the elements of sales steering was price management which also
the interviewees saw as a key factor. Pricing policy and prices were seen
as a tool for steering the salespeople and also the sales function. Pricing
is currently done inside the business segments with a variety of different
methods. However, the case company is on the verge of launching a new
pricing tool which will help to control the price leakage, and be more based
on knowing the costs more accurately since the EBITDA-calculations in
the current setup have not always been accurate enough. The new tool
will be simple enough so that the field sales can use it themselves to cal-
culate accurate prices with correct surcharges and discounts. Thus, this
study will not suggest new solutions to pricing as the new tool is soon to
be implemented. However, the interviews revealed that after the imple-
mentation of the new tool the management would like to follow how the
price compliance is developing so this should be added to the followed

metrics in the new reporting system.

Another main part of sales steering, volume management, is performed
well in the case company. Capacity utilization rate is on a good level be-
cause sales and production planning is working together actively to have
the machines running full (e.g. Interviewee: A). Interviews revealed though
that the analysis of the profitable orders should be performed more often.
Occasionally, the machines are filled with unprofitable orders just to get
the capacity utilization rate high. The fixed costs of running the machines
half-full should be compared with the costs caused by unprofitable orders
to get the balance right. This requires active volume management and
analysis that is performed regularly. Also, the company should keep track
of the opportunities that could be benefitted in a short notice if the capacity
is not filled or it is filled with unprofitable orders. The literature emphasizes

the role of sales as they should have the information about sales leads
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and opportunities. The problem is that these opportunities are not actively
analyzed and collected to the systems (e.g. Interviewee C). The problem
could be solved with a CRM system that could systematically store infor-
mation about the possible customers, so the company could react to ca-
pacity problems effectively. In chapter 2.1.4 Dannenberg and Zupancic
(2009) note that a well implemented CRM system can enhance the oppor-
tunity management process and customer potential analysis in organiza-

tions.

4.4.1 Analysis of the CRM system needs

In chapter 4.3.5 the lack of CRM system was seen problematic in the daily
sales work among the interviewees. The customer information is not sys-
tematically stored anywhere but the basic figures of the customer actions
can be collected from different systems manually. This was seen as a te-
dious task which should be organized as an automated process. CRM
systems track and analyze a wide range of customer information, using
operational CRM systems as well as other enterprise systems as sources.
The arranged information can then easily be extracted from the system by
choosing the wanted customer. The whole process is very simple and re-
quires only few clicks to get the information on the screen. This could have
a huge timesaving impact for salespersons and sales management. How-
ever, the company should not rush a new CRM system to the whole or-
ganization instantly but it should start a pilot project for one of the business
segments. The literature warns about considering the CRM just as an IT-
solution but it should be assimilated as a way of working. Besides, the
modern CRM systems are provided as cloud solutions (e.g.
Salesforce.com) which eliminate the need of acquiring expensive software
to the organization’s already colossal system portfolio. Cloud computing
also allows simple trials which could be used to analyze the benefits and
downsides in a real-life environment before purchasing the full service.
The system should be focused primarily on the use of field salespeople

who are in daily contact with the customers and need customer infor-
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mation the most. The project’s success should be measured with different
parameters, for example the time saved from running different reports, the
development of customer satisfaction, and the ease-of-use. If the imple-
mentation appears to be successful, it can easily be expanded to the

whole business unit.

CRM systems have a lot of benefits which were mentioned in chapter
2.1.4 and besides using the CRM as a tool for daily sales work, it can be
used as a planning tool. CRM provides valuable information for segment-
ing the customers and discovering opportunities. Hence, the possible pilot
project should be expanded to sales management so they can assess the

qualities and possibilities that a CRM system could bring to their work.

In chapter 4.3.7 the interviewed persons wished that the new sales steer-
ing reporting system would be integrated into a CRM system. This solution
would enhance the knowledge sharing in the case company. As von Krogh
et al. (2001, see chapter 3.2.3) noted CRM enables the knowledge trans-
fer from outside the organization, and CRM can also be used to share in-
ternal knowledge by using it as a communications platform (Dannenberg &
Zupancic 2009, see chapter 2.1.4). Literature has also suggested (see
chapter 3.3) that integrating qualitative CRM systems into more quantita-
tive systems can increase the sales organization’s performance. The pos-
sibilities that a CRM could bring to the company are tempting, but it re-
guires that the management would encourage the sales organization to be
more customer-oriented and effectively use the new CRM system in order
to avoid relying too much on the “autopilot” effect of the CRM.

4.4.2 Analysis of the development needs in sales control

The interviews revealed that the management is mostly controlling the
outcomes of the salespeople’s actions, and not the actions themselves. As
stated in chapter 4.3.6 the control is based on targets which are set to in-

dividual salespersons. If the targets are set on a too high level, the sales-
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people may feel that they are unable to achieve them which has a nega-
tive effect on motivation. On the other hand, if the targets are set too low
and the salespeople achieve them before the control period is over, they
may feel that they do not have to perform any extra activities as the target
has already been reached. Thus, the case company should develop more
activity-based control methods to be used with outcome-based targets to
ensure motivation and optimal sales performance. Currently, the control
system encourages salespeople to pursuit only for immediate returns
which can be harmful for developing relationships with the customers, or
achieving the firm’s long-term goals. This assumption is supported by An-
derson and Oliver (1987) in chapter 2.2.1. In order to have more control
over the activities the company could add more activity-based targets for
the salespeople, some possible measures were mentioned in table 2 in
chapter 2.2.4. If the company pays attention to these measures, it will en-

sure that the salespeople will do the right things in a right way.

The behavioral targets have another quality that the outcome-based met-
rics do not have. The salespeople can have a total control on the behav-
ioral targets because it is up to them how much time and effort they use to
achieve the targets. For example, if one target would be based on number
of new customers acquired by the salesperson, it is likely that no one else
can have an influence on this, whereas the outcome-based targets can be
affected by a multitude of external factors which the salesperson cannot
anticipate. Hence, when the salespeople feel that they are in full control of
achieving the targets they are more likely to be motivated and spend as
much time as possible in the selling tasks. Besides this, the management
can be assured that the salespeople are in the field doing their work and

sales will be steered in the desired direction.

The targets (both behavioral and outcome) should also be the remunera-
tion basis for the field sales. The current remuneration system is not en-
couraging the salespeople to strive for the maximum results because the

compensation is based on a fixed salary and in the end of the year handed
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bonus. The fixed salary system equipped with a yearly bonus is not suita-
ble for selling since it encourages the salespeople to perform only ade-
quately; you will not get punished if you underperform but, on the other
hand, you will not get rewarded much if you excel. The remuneration sys-
tem should be changed to a variable remuneration which motivates sales-
people to spend as much time as possible in the selling tasks. If the fixed
part would correspond to a general minimum wage, but the salesperson
would be able to get a top wage if he/she met all targets, then the system
would encourage the salespeople to a continuous improvement process.
However, such system could have negative effects on work satisfaction,
and in some businesses selfish salespeople could harm the organization
level targets. Therefore, the system should be carefully designed. Combin-
ing the remuneration system to a set of both outcome-based and behav-
ior-based targets will maximize the extrinsic and intrinsic motivation of the
salespeople as suggested by Dannenberg and Zupancic (2009, see chap-
ter 2.2.2).

4.5 Analysis of the sales steering reporting system objectives

The literature did not offer any specific objectives that a sales steering re-
porting system should have. The case study, however, offered around 20
objectives for the new reporting system which were presented in chapter
4.3.7, and these will be supplemented with general findings from the litera-
ture. The objectives that the interviewees pointed out can be divided into

data content objectives, and system interface objectives.

4.5.1 Data content analysis

The starting point of creating any reporting system is to gather and vali-
date the data that will be used. The interviews addressed the importance
of valid and standardized data, since these requirements are currently not
filled and therefore, the information cannot always be trusted. The internal

data that the company’s transaction processing systems collect is mostly
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valid but sometimes the data must be uploaded to the system manually
which can jeopardize the data validity. Thus, if the data must be uploaded
manually to the system, everyone in the organization should know the ex-
act standards on how the data should be collected. The organization
should make an instruction guide for running the data that could be shared
via intranet. This would ensure that everyone in the organization looked
and used similar data as their colleagues which would reduce misunder-

standings and solve the problem mentioned in chapter 4.3.4.

Most of the incorrect inputs occur in the sales plan creation process. Sev-
eral different people fill in figures to the system manually which increases
the risk. A majority of the interviewed persons mentioned that the sales
plan figures are most often incorrect. Hence, the organization should or-
ganize trainings on how to input the data to the sales plan so that the
management could efficiently use it as a steering tool. The sales plan
could also be double-checked before making it final. It is important to have
an accuracy level for the management that would be enough for decision-
making, but making it too accurate does not serve the purpose as the

costs can become greater than the gained benefit.

The interviews revealed that management does not need more than two
years old operational data imported to the new system. For special needs
it was seen useful if the volume and price data would be available from a
wider timeframe (e.g. 10 years or more). However, these would be needed
rarely so there is no point of importing these to the system as it would
cause performance issues. This suggestion is supported by Likierman
(2009, see chapter 2.2.4) who encourages to be more forward-looking,
and instead of comparing the current figures to the past, they should be
compared to the competitors. The management also saw that a weekly
detail level for the data is sufficient. Most of the reports are based on
weekly or monthly statistics, and daily level was seen unnecessary. If daily
information is needed, it can be handled with separate reports.
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The current metrics that the management is following were seen adequate
for the time being. These metrics were listed in chapter 4.3.3. However,
the management asked for more information and reports on the external
environment. Market trends, competitor analyses, and end-use reports
from the consumer level were seen necessary. The business area has a
small Bl-team which is collecting such information but the problem was
seen on the fact that this information is poorly shared. If this external in-
formation could be integrated into the actual reporting system, it could be
benefitted more since currently it takes time and effort to find the wanted
information and often it is not even found. The Bl-team could also be more
active on presenting interesting news and making their interfaces more
user-friendly. Furthermore, the external data should be integrated to the
internal data which is currently not done. For example, if management
wants to follow sales volumes of a certain product, they would also be able
to scrutinize the similar products from the competitors and how their vol-
umes have been estimated to develop, all in the same report. This kind of
a feature would make decision-making more accurate, create a bigger pic-
ture from the business environment, and enable the knowledge creation

process that the literature saw as a key success factor.

The reporting system should also include more behavioral metrics so that
the management could assess the sales performance from a wider per-
spective. If the management followed more on the activities that the sales-
people perform, they would be able to see whether the salesperson is car-
rying the right actions in creating and maintaining customer relationships,
and also to assess the training needs. It is also more useful to give feed-
back on the actions because then the salespeople know which the exact
areas that need improvement are. The previous studies also note that
successful companies train their salespeople more than the lower perform-

ing companies (Dannenberg & Zupancic 2009, see chapter 2.2.2).
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4.5.2 Analysis of the system interface objectives

Many improvement propositions have been suggested for the new sales
steering reporting system’s interface. The interviewees wanted that the
system would: be user-friendly, easy and fast, have drill-down abilities, be
integrated into a CRM, have offline access, have different views for man-
agement and field sales, include a knowledge sharing portal, and combine

different systems into a one interface.

Reporting systems can save a lot of time and effort when designed in a
user-friendly way. The common problem is that the designing responsibility
of the systems is on software programmers’ shoulders who may be ex-
perts on getting the technical issues working but the usability may be lack-
ing. Therefore, the interface should be designed by a usability expert or a
psychologist who have the expertise to create logical interfaces that are
easy and fast to use. The people who will be using the new system do not
care about the technical solutions but just want it to be simple to use. One
way to increase the speed of using a reporting system is to add drill-down
abilities to it. When the user notices something interesting and wants to
look at it a bit closer, he can just click the figure and the system will open a
more detailed view which allows checking the factors behind the figure.
This ability speeds up the information gathering compared to the previous
system, where this kind of a problem would have required running multiple
reports. However, drilling down should not require much waiting as this
can be frustrating for the user. Furthermore, the actual presentation format
of the figures could be enhanced. Currently, most of the figures are pre-
sented in spreadsheets or simple charts but they can be difficult to inter-
pret. The figures could be color coded, or the figures could be included
with schematic faces to simplify and quicken the decision-making. These
methods have been proven to be effective in previous studies (DeVries et
al. 2004, see chapter 3.1.2). A lot of time could also be saved if the variety
of different systems could be integrated into a one single interface. The

user would not need to log in to different systems, or to go through differ-
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ent trainings for different programs but he/she could focus on scrutinizing
the information rather than getting the information. On the other hand, this
feature could compromise the requirement for a light infrastructure. The
system should be flexible enough to be adapted to organizational changes
with small costs. The new system should also be capable of handling cus-
tomer relationship management which was discussed in chapter 4.4.1.
When the CRM system’s database could be utilized in daily sales steering,
the decisions would be more customer oriented which is a clear require-
ment in today’s businesses (Dannenberg & Zupancic 2009, see chapter
2.1.4). CRM system would also enable the monitoring of the won and lost
deals which is currently a very demanding task because customer infor-
mation is so dispersed. Also, currently customer satisfaction is monitored
in a separate system but it could be included in the CRM system to simpli-
fy the infrastructure. The reporting system should also have different views
for different user levels. As discussed in this study’s introduction the need-
ed detail level when going upwards in the organization pyramid (see pic-
ture 1) gets coarser. The BU management does not need to know how
individual countries are performing but for regional managers this infor-
mation is very important. To solve the issue the system should have differ-
ent views which can be customized to everyone’s preference. The sales-
people who are assumed to spend their time on the road could have light-
er versions of the reporting interface so that they could access the reports
offline. Very often the network connections abroad are not fast enough to
run reports effectively so they should be possible to access offline. This
could be done so that the offline version would show the information from

the last online session available.

It is important that the system is open to everyone in the sales and even in
the whole company. This is the starting point of knowledge sharing when
everyone is able to see everything and nothing is hidden. This makes
people discuss and thus, new knowledge is created and shared. The
knowledge sharing aspect is very important in the case company because

currently there is no structured way to collect and share knowledge. The
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interviews indicated that the portal for sharing knowledge should be infor-
mal and have clear sections for different kind of information (e.g. general,
customer, and competitor) so that it would be easy to find what you are
looking for. The informality is important, so the threshold to contribute
something to the portal is low, otherwise only the most extrovert people
will contribute to it. The portal could include small status updates which
are categorized differently. For example, a salesperson can post a rumor
on the portal that his/her customer is merging with another customer, and
everyone would be able to see this under the “customer category”. Thus,
every related person can start preparing actions for the coming merger
and be one step ahead of the competitors. Of course, some kind of mod-
erating would be needed to avoid double inputs or unnecessary topics.
The literature (see chapter 3.2.3) also highlights the role of IT-solutions in
modern days’ knowledge sharing because they allow the knowledge to be

shared whenever and wherever.

4.6 Suggestion for the interface

All the aspects from the case study and from the literature (see chapter
3.1.2) support the choosing of a dashboard as the system interface.
Dashboards can fill all the requirements if designed properly. The majority
of the interviewed persons would favor a more dashboard-like system as
they imagined that it could lessen their workload and offer a more com-

plete picture of their business.

A dashboard could be customized for everyone individually so people
could access the needed metrics themselves without having to ask reports
to be made by someone else, or to get their email filled with different re-
ports. The customized view should be designed together with the solution
provider and the user to avoid misunderstandings. Furthermore, the crite-
ria and the way to look at the metrics should be harmonized inside the BU
to increase transparency, comparability, and consistency. The view should
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be kept simple so that the system would run fast, and the user could see

the most critical metrics at a glance.

Dashboards can be designed to display information from different sources
but probably the best way to get started with dashboards is to include only
one or two systems to it, so the users get accustomed to using them. Oth-
er systems could be incorporated later on when the users are more expe-
rienced. Combining different sources into a dashboard has its benefits but
also some downsides. If the majority of the reports that are currently made
by someone else and sent to the users would be transferred to a dash-
board, then the probability of forgetting to monitor the figures would in-
crease. The responsibility to seek information would also be transferred to
the user, and this could cause problems at least in the early phase. How-
ever, the dashboards can be designed to send warnings to the user if the
monitored figures reach a certain level that would require actions to be
made. The risk of getting an information overflow is also possible. Moreo-
ver, combining all of the systems into a single interface that could also be
used in mobile devices could endanger information security but these days
the devices can be remotely wiped. The users should only report immedi-

ately if their device gets lost or stolen.

Besides a dashboard, the case company could further develop their Pano-
rama site, which principally is a place to share information, into a more
actively used portal. The reports that cannot be included into the dash-
board should be collected to a single place where people would be “en-
forced” to visit if they wanted to read their reports. This way the unneces-
sary emails could be eliminated. If the user would like to have the report in
his/her email, there should be an option on the site to send the report to
your own email. When the reports would be located in one place, they
would be easier to control; which reports are used and which are not.
Hence, the unnecessary reports could be removed from the site. Also,
other people inside the organization should be able to examine the reports

which could promote learning and allow the others to spot good ideas. The
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site could also include the knowledge sharing portal which was discussed

in the previous chapter.
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5 DISCUSSION AND CONCLUSIONS

The discussion and conclusions chapter is divided into two parts. The an-
swers to the research questions which were presented in the introduction
are given in the first part. The second part offers additional conclusions for
the case company which could help to further develop the sales steering

process.

5.1 Answers to the research questions

Before the main research question can be answered it is necessary to give
answers to the sub questions. The first sub question was “how has the
sales been steered in the past?” The sales steering process has primarily
been based on price and volume management which have been adjusted
to reach the desired profitability levels. The process has started from the
business unit level marketing strategy that has defined the bigger guide-
lines on where the company wants to be currently and in the future. Keep-
ing the marketing strategy in mind the sales management together with
the business segment directors have created sales strategies for each
business segment which have then been implemented in the field sales
level. The business segment directors have been in the main role in steer-
ing the sales force to the right direction, and this task has required plenty
of reports and different metrics to monitor how the business segment is
performing and how each salesperson has contributed to it. It became
clear in the interviews that the required metrics in sales steering are nu-
merous, and that they have been mostly outcome-based, internal metrics.
The metrics have been lacking a common language which has hindered
the comparability of figures between business segments and manage-
ment. Also, the sales steering decisions have not been as customer ori-
ented as the company would have preferred since there has been no CRM
system available. Thus, the sales steering process has been a bit too in-

ward-oriented.
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The second sub question was “what kind of metrics should the model in-
clude?” The basic internal metrics which were listed in chapter 4.3.3 were
seen to be sufficient if the validity of the data and using a standardized
approach can be ensured. The internal metrics should be kept as stand-
ardized as possible since they are used to measure the sales organiza-
tion’s performance, and followed on a daily basis. The external measures
are more customizable for different needs since they depend on specific
market situations in different businesses, and cannot be compared as
such. As the internal, outcome-based metrics are monitored well the case
company should focus on developing external metrics and reports, and
also on following the salespeople’s actions and behavior. Thus, the com-
pany could learn more from the markets and predict the future develop-
ment of the markets if the external metrics would be monitored closely.
Furthermore, the management is lacking tools to monitor how the sales-
people are performing their daily selling tasks with the customers, and this
could have potential for developing the selling procedures to their peak.
Thus, the internal metrics should be used to optimize the company’s inter-
nal processes while the external metrics help reacting to different market
situations and serving the customers in a right way. Moreover, the metrics
should be monitored from result perspective and from action perspective

in order to analyze what has been achieved and how.

The third sub question was “how should the information be displayed?”
The answer to the question was partially given in chapter 4.6 in which the
reasons for choosing the dashboard as the main interface were presented.
It is likely that a single dashboard cannot fill all the requirements that the
management has but some parts of the reporting should be organized in a
more traditional way. Hence, the most important metrics should be ac-
cessed via interactive dashboard, and the least important metrics and re-
ports should be collected to a shared place which would decrease the un-
necessary email traffic. The most important metrics should be structured to
the dashboard in a standardized way so that everyone would be looking at

the figures in a similar way. Thus, the figures could be used more effec-
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tively to compare how different business segments or regions are perform-
ing. A shared place for reports could also be used as an information chan-
nel for delivering interesting news, and sharing other information and

knowledge which could be difficult to organize in a dashboard.

The main objective of the study was to create “a roadmap” for the man-
agement’s information needs, and also to answer the main research ques-
tion which was “how sales steering can be optimally supported with busi-
ness information and knowledge?” The answer to the question can be giv-
en based on the information roadmap which has been formed by analyz-
ing the interviews and previous literature. The roadmap for the case com-

pany is presented in the figure 5.

Internal External

Profitability (EBITDA & EBIT) Market reports

Prices and volumes Sales leads and opportunities

Order Inflow Costs to serve the customers

Order Backlog Competitor prices, volumes, market share

Sales Plan & Budget Supply & Demand balance in the markets

Product stock levels Won and lost deals (i.e. reasons)
Outcome- |Transportation costs End-use reports Information
based Sales Plan accuracy sources

Deviations from Budget
Overdue receivables
Credit Limit exceedings
Price compliance
Capacity utilization

Salespeople activities (e.g. number Customer feedback (VOICE)

Behavior- |of visits/calls, number of new customers, Customer satisfaction

based new products introduced to customer) Buyer behavior analysis (e.g. Fast Moving
Knowledge sharing Consumer Goods-report)

Market trends

=

DASHBOARD | PANORAMA CRM Information
- display
Daily sales steering Information
Strategy process utilization

Financial performance
Risk controlling

Figure 5. Information roadmap for the case company.
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The information sources have been divided into different categories to be
able to spot the areas that need development. Most of the metrics are out-
come-based, internal metrics which are the main steering tools. The ma-
jority of those metrics are required to be scrutinized in different levels,
such as customer, product, and market level whereas the other categories
require mostly general level examination. The other three categories re-
quire development in the case company so that all the information needs
could be satisfied, and that the decision-making process would be sup-
ported with as much of information as possible. The most imminent devel-
opment need lies in the external, outcome-based information category.
The case company should improve this area to be able to react fast to the
market disturbances which in the current market situation are likely. The
knowledge sharing aspect is a more long-term development process as it
requires a cultural change inside the organization but the process should
be started shortly since the intellectual assets of the company are current-
ly neglected. The most important metrics should be accessed in a dash-
board to ensure that the figures are in a standardized format but the users
would be able to drill down into them, and change different views. The
other information should be delivered via a shared worksite (Panorama)
where the information could be shared and new knowledge created. Some
of the information sources should be integrated into a new CRM system
which would be the main tool for the field salespeople but it would also be
a helpful instrument for the management to change the case company’s
direction to a more customer-oriented approach. CRM would also be able
to produce some of the needed information (e.g. monitoring won and lost
deals) which in the current setup is difficult to monitor. The information
from the different sources can be used besides sales steering in strategy
process, measuring the company’s financial performance, and in risk con-

trolling.

The case company has been performing well when concerning the internal
processes, and the development needs are only minor. But the external

environment of the company has not been taken into account as well as it
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should, so the development efforts should be directed there. Furthermore,
in addition to the company’s vast data repositories the company’s numer-
ous employees hold an extensive amount of information in their heads
which is not shared anywhere. The case company should reorganize their
knowledge management process in order to benefit from the firm’s intel-
lectual assets. When these aspects are taken into account, the sales

steering will be optimally supported with information and knowledge.

5.2 Additional conclusions for the case company

The interviews indicated that the salespeople control system in the case
company is not working in the most effective way. The salespeople are
controlled mostly by outcome-based metrics which do not always reveal
the possible problems in the selling actions themselves. The management
cannot therefore assess the reasons why the salesperson’s outcomes
were what they were during the control period. Simple metrics that would
measure the actions, and especially how the actions are performed, could
be used to evaluate the training needs of the salesperson so that he/she
could improve the selling methods. Activity-based measures can also be
used as targets for the salespeople which would encourage the salespeo-
ple to develop themselves and increase their knowledge. The activity-
based targets suit well for remuneration basis as they are fully controlled
by the salespeople themselves. Thus, the motivation would also increase
when the salespeople feel that their actions can have an effect on their
rewards. However, the remuneration system of the salespeople should
also be changed from fixed salary to a variable remuneration which would
probably better encourage the salespeople to pursue the targets. Since
the salespeople are in daily contact with the customers they are likely to
possess valuable information which could also benefit others, so one of
the rewarding basis could be how much knowledge and information is the
salesperson sharing. This would also promote knowledge sharing inside
the organization. Thus, salespeople’s training and motivating with incen-

tives is likely to lead to better success in sales.
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6 SUMMARY

The introduction of the study presented the main objective and the main
research question “how sales steering can be optimally supported with
business information and knowledge?” The introduction chapter offered a
brief overview to the main theoretical concepts used in the study and ex-
plained what was meant when talking about sales steering. The previous
studies did not offer any explanations for the subject, so the study was
started with defining the concepts that belong to the sales steering. The
study was limited to management level since the objective of the study
was to find a model which supports the information needs of the sales
management. The research method was set to be a normative case study,
and the empirical evidence was collected through interviews with the rele-

vant people of the case company.

Theoretical frame for the study concentrated on sales steering, business
intelligence, and knowledge management. The main sources for theoreti-
cal evidence were scientific articles. Sales steering was considered to be a
comprehensive process which consists of three different phases: planning,
guiding, and monitoring. The planning phase’s focus is on creating market-
ing and sales strategies for the organization, and using them as a basis for
price and volume management. Guiding and monitoring phases include
the concrete steering actions for the sales function and people which are
monitored with different sales control systems. The phases require differ-
ent kinds of information from the reporting systems, so the information
sources and presentation tools were analyzed in the business information
chapter. As the information is used in the decision-making process it was
seen useful to analyze also the role of knowledge management in provid-

ing support for the sales management.

The interviews revealed some issues with the current sales steering prac-
tices in the case company. The case company was seen to handle the

internal processes well due to the extensive use of internal, outcome-
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based metrics. The activity-based metrics were however lacking, and also
external information was not effectively used. The interviews made also
clear that the information presentation was not managed properly since
the daily reporting required a multitude of separate reports to be run from
the variety of systems. This had caused misinterpretations of the figures
as the systems allow the users to use several different criteria, and there
had been no standardized way of running the reports. The study suggest-
ed that the reporting system’s interface should be changed to a standard-
ized dashboard which would have predefined basic criteria for scrutinizing
the numbers but the users would still be able to change the perspectives.
Another suggestion was to store other reports that are not presented in a
dashboard to a shared place where people would be able to review other’s
reports which would enhance learning and knowledge sharing. Based on
the interviews and analysis a roadmap for management’s current and fu-
ture information needs was formed. The roadmap includes the most im-
portant metrics and information sources that the management is and
should be using in the sales steering process. The study also suggested
that the field salespeople would be better able to serve the customers if
they had a CRM system in use. The CRM system could be used to store
customer information which could be used in thorough sales planning, and

allocating necessary resources based on the customer needs.

The study was limited to scrutinize the information needs of the sales ex-
ecutives but some of the results are also applicable for the individual
salesperson level. However, the results are based on the opinions of the
sales executives so in order to create an entirely compatible system for
the management and field sales, the opinions of the salespeople should
be researched. Also, the findings of this study are based on a case study
and therefore may not be eligible on another case, since there may be dif-

ferences between industries.
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6.1 Further research

This study has raised some matters that could be interesting to research in
the future. Since the concept of sales steering is not acknowledged in the
literature it would be interesting to hear what other companies, especially
the competitors of the case company, think about the concept. The an-
swers would probably differ quite a lot between different businesses but
inside the same industry the answers could even be quite similar. Another
intriguing matter, regarding the sales steering reporting systems, would be
to investigate how other companies have practically solved the problems
of integrating different systems into a one reporting interface. The tech-
nical solutions behind such a system would be interesting to take a closer

look at.

This study did not take opinions of the field salespeople into account when
finding answers to the research questions but it could have been useful to
ask their opinions about the necessity of a CRM system in their work, and
also how they feel the current control system is working. Furthermore, it
would have been interesting to hear their side of the story about the com-

pensation system.
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APPENDICES

Appendix 1: Interview questions.

Questions for Stora Enso Renewable Packaqging,
Consumer Board key personnel:

Introduction:

- Could you briefly describe your position in Stora Enso Renewable
Packaging / Consumer Board? (e.g. how long have you been in the
position, your background etc.)

- What does sales steering mean in your opinion?

o What elements does it include?

o On what level is it performed and by whom?

o What is the most essential about it, and, on the other hand,
what things might not be so important?

- Could you briefly describe the typical process of creating a marketing
and/or sales strategy? (e.g. how are the customers segmented, pricing
etc.)

Current situation:

- What kind of metrics do you use in management and in sales steer-
ing?
o What reports do you receive “ready”, and do you acquire infor-
mation by yourself? If yes, what systems/channels do you use?
o Are you aware if there are additional metrics available for the
task?
Why have you chosen the ones you use?

How easily can you access the metrics and reports you would
like to see? (e.g. how fragmented the data is and how much ef-
fort does it take to view the data)

o Do you base your decision-making on actual figures (invoiced)
or sales plan figures? (i.e. forward-looking versus backward-
looking)

- What are the problems in the current sales steering metrics and re-
ports, and what are the greatest of them? (e.g. availability, reliability,
focus)

(Continues)



(Appendix 1 continues)

- What are the best features in sales steering metrics and reports cur-
rently?

- Do you base your decisions solely on quantitative data or do you also
take non-quantitative data into account while making sales steering
decisions (e.g. opinions of the field sales people)

- How is the customer perspective taken into account while making
sales steering decisions, and how do you see it should be performed
in the future (e.g. do you use any CRM system)?

- How are the salespeople being controlled and compensated, and on
what metrics should the compensation be based?

o How should the salespeople controlling be developed?

Future:

- What kind of objectives would you set for a sales steering reporting
system if you would design one for Consumer Board now?

- Who do you see as the most critical user group for a sales steering re-
porting system?

- What kind of metrics and reports would you like to have for your use?

- When accessing the information, what timeframes should be available
and why? (e.g. daily, weekly, monthly, quarterly etc.)

- What is the timespan that the historical data should be stored?

- When thinking five years ahead, what kind of internal and external in-
formation you would see as the most important?

- How would you like to access the sales steering metrics and reports?
(e.g. interactive dashboard reports, static email reports, Panorama re-
ports etc.)

- What is your opinion about having more non-quantitative information
integrated to traditional quantitative information in the reports? (e.g.
having a bulletin board on dashboard where thoughts about specific
topics could be shared)

- How much importance would you put on an information presentation
system that could integrate all the necessary information into one
place? (e.g. receivables from SAP, stocks from Fenix, actual costs
from Sting, customer feedback from VOICE etc.)

o What would be the benefits?
o What could be the downsides?



