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Learning Objectives

1.1 The link between the marketing mix, the product life cycle and 
sales
Understand the marketing mix and its relationship with the product 
life cycle and sales, and how the marketing mix is adapted at different 
stages in the product life cycle.

1.2 Types of sales techniques/opportunities
Understand the features of different types of sales techniques/
opportunities and how they are used in different situations to maximise 
sales revenue.

1.3 The customer’s buying process
Understand the buying process and the stages that the customer goes 
through, including the Attention-Interest-Desire-Action (AIDA) model of 
engagement.

1.4 Sales activities
Understand sales activities and their importance to a business.

1.5 Legal and ethical selling
Understand the legal and ethical requirements involved when selling 
a product, how the attitude and behaviour of the salesperson can 
influence the reputation of a business and the implication of not 
adhering to these requirements.

1.6 The organisational structure of the sales team
Understand the typical roles and responsibilities in a sales team and the 
activities that are carried out.

1.7 Payment of salespeople
Know the features of the different ways in which salespeople are paid 
and their impact on both the individual salesperson and the business.

CHAPTER 1
SALES FUNDAMENTALS
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 1.1 The link between the marketing mix, the product life 
cycle and sales

Businesses provide products that are sold to customers. When a customer buys a product, the transaction 
becomes a sale for a business. The revenue of a business is made up of the value of sales made, therefore all 
businesses rely on sales to grow and develop.

To sell its products, a business will create a marketing mix. This is a marketing tool that combines elements 
into a strategy to strengthen a product’s brand and helps to sell a business’s products. The marketing mix 
consists of the 4Ps. These are a set of actions that a business uses to promote its brand or product in the market. 
The 4Ps can have a direct impact on the life cycle and sales of a product.

Product Price

Promotion Place

Marketing 
mix

Figure 1.1 The 4Ps

Product
Businesses market and sell a variety of products, which consist of goods and services. Goods are items 
that you can touch and are often referred to as ‘tangible’ products. These include food products, household 
appliances, electronic items, furniture and cleaning products, for example. Services are things which are done 
to you or for you by someone else and are often referred to as ‘intangible’ products (for example a car wash, 
dentistry or a haircut).

Product is often thought of as the most important part of the marketing mix as it is the part of the mix that 
directly meets customer needs. Goods and services must match the people they are aimed at and provide 
customers with value. As customers are the people who will purchase the products, it is essential that businesses 
find ways to cater to their desires and needs. Having a unique selling point (USP) for each product, by making 
sure the good or service has and/or does something that no other product on the market does/offers, will help 
it to be more attractive to consumers.

A business will firstly identify who will be interested in buying their goods and service by using the results 
of their market research. The data obtained through market research will allow them to look more closely at 
what the markets want and then look at the products to see if they are satisfying their customer’s needs. It is 
also important that the product is changed as the market changes to bring it up to date and prevent it from being 
overtaken by competitors.
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The product life cycle (PLC)
The number of products sold and the amount of money spent on marketing will change as the product moves 
through different stages during its life. This is called the product life cycle (PLC). After a period of development, 
a product is introduced or launched into the market (although it is worth mentioning that many products fail 
in the introduction phase) and developed; it attracts more and more customers as it grows and eventually the 
market stabilises and the product becomes mature; then after a period of time the product is overtaken by 
development and the introduction of superior products, or competitors may offer a better choice, and so sales 
fall, it goes into decline and is eventually withdrawn. In reality, few products follow such a rigid cycle and 
the length of each stage varies enormously. Not all products go through each stage, as some go quickly from 
introduction to decline. At each stage of the product life cycle there is a close relationship between sales and 
profits, and so as products go into decline, profitability decreases. It is therefore very important that businesses 
use the marketing mix to keep interest and sales of the product high.

Launch
introduction

Growth Maturity Decline

Time

Sa
le

s

Figure 1.2 The stages of the product life cycle

Price
Price is the amount of money paid by customers to purchase a product. Businesses think very carefully about 
the price to charge for their products as there are several factors to consider when reaching a pricing decision. 
Price depends on the type of market the business is targeting and a business can make a profit only if the price 
charged eventually covers the costs of making an item. The decisions of marketers can change the stage of the 
life cycle of a product by increasing or reducing the price. For example, a product falling into decline may see 
a boost in sales if the price is dropped to below that of a similar product from a competitor.

There are several pricing strategies that a business can choose based on the product itself, the competitive 
environment, customer demand and other products on offer from the business and/or its competitors.

• Cost-plus pricing – This is the simplest pricing strategy and is aimed at ensuring the business covers its 
costs and makes an acceptable profit. The total cost of producing one unit of the product is calculated 
and the required profit margin is added. This gives the selling price. For example, adding a 50% mark-
up to a sandwich that costs $2 to make, means setting the price at $3. The drawback of cost-plus pricing 
is that it may not be competitive.
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• Price skimming – This is where a high price is set for a product before competitors come into the 
market. If a new product is likely to generate a high volume of sales (for example because it is new) 
a high price is charged at the introduction stage to maximise profits. The price will be reduced when 
the initial high demand has gone down. This is often used to quickly regain the investment related to 
its development and marketing, and is used by well-known businesses at the introduction stage of the 
product life cycle when launching new, high-quality, premium products.

• Premium pricing – This is where the price of a product is set at a high price for certain goods or brands 
in the hope that the higher price will give the impression the product is of a higher quality. For example, 
Apple products (such as iPhones) are generally more expensive than similar competitors’ products and 
brewers Stella Artois refers to its lager as being ‘reassuringly expensive’.

• Penetration pricing – This is where the product’s price is set significantly lower than a competitor’s 
price. This pricing strategy is used where the objective is to enter or capture a larger share of the market 
but the business may have low profits or even a loss in the short run. The price is usually raised later. 
This strategy is often used when a new product is launched (at the introduction stage of the product life 
cycle) or if the main objective of the business is growth to maximise its sales.

• Competitor-based pricing – This is where a price is set based on what the competition is charging. 
Where the amount of competition in the market is strong, customers have a wide choice of suppliers 
to buy from. As such, businesses must set their prices close to the prices of competitors (sometimes 
called ‘going rate’ pricing) in order to stay competitive. Setting a price above that which is charged by 
the market leader can only work if the product has a better USP or better features and appearance, for 
example. Competitor-based pricing will be higher in the introduction stages and lower towards the end 
of the life cycle when the product is starting to decline as it is replaced by competitor products or an 
updated version of the product by the same company.

Businesses that sell a range of products usually aim for consistency in pricing. This means that customers 
feel there is value across the whole range of products the business sells. For example, restaurants often apply 
similar pricing strategies across their menus. Some businesses however, for example supermarkets, position 
different products as up-market or down-market and so will often offer a more expensive finest range and a 
cheaper smart price range.

Place
Place is the location where products are made available to the customer and how the product is distributed to 
the customer. It is the way that products are moved from the manufacturer/service provider to the consumer. It 
is important that customers can find and buy products at their convenience. As such, there are factors that need 
to be considered when a business chooses a location. This may be physical, online or both.

Wholesale and retail
Place can be critical as it must reflect the needs and types of customers, and their shopping preferences (for 
example, for short travel journeys, easy access, parking and so on). Another consideration for location will be 
the types of product sold by the business. For example, a large retailer that sells direct to the public, such as 
a supermarket, do-it-yourself store or wholesalers, that buy large quantities of goods from other businesses, 
warehouses them, and resells to retailers, may need to be located out-of-town if they are to have a large 
customer car park where customers can take their purchases direct from the store to their cars.

Physical location and online
A retailer will need to decide whether the cost of a physical location is worth it, as prime spots on the high 
street can be very expensive but being out-of-town may mean less passing trade. Retailers will often compete 
with other businesses on physical location. A business wants to be as close to as many customers as possible 
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and, since every business wants the same thing, they will compete with one another. This eventually causes 
similar businesses to end up in a cluster focused in a specific area and can often be seen with fast food chains 
in the high street or in shopping centres.

A business may decide on a physical location (such as the high street) but many goods and services are now 
increasingly being sold online as it has a huge geographical reach. Trading online can be less costly than a 
physical location and as a result, the business will make savings in operational costs as there is no need to rent 
expensive premises. Trading online also increases sales opportunities because the business can reach a global 
audience. It is more convenient for customers who can place orders 24 hours a day/seven days a week and 
allows businesses to compete with one another.

Today, many retailers have both physical stores and online locations. There are many advantages to this, for 
example:

• customers can see goods in person to assess quality, fit (such as clothing), get advice from knowledgeable 
staff and enjoy the shopping experience

• customers may feel safer buying online from businesses with physical stores they have visited personally
• orders can be picked up at the store or delivered to customers’ homes according to their preference and 

schedule
• orders can be placed from mobile devices and desktop computers
• customers can bring returns to a store, reducing the business’ shipping costs
• stores can use their existing distribution networks to deliver to online shoppers.

Mail order
Mail order allows a customer to choose goods to purchase, usually from a catalogue. The customer places 
an order by telephone, post or through a website. Many goods such as clothes, household items and garden 
products can be bought by mail order. The customer can spread the payment for these goods over a number 
of weeks but this may mean that the items bought are more expensive to purchase as the business may charge 
interest for items being paid for over a period of time.

Personal selling
When a business uses its salespeople to sell its products face-to-face, this is called ‘personal selling’. Salespeople 
will use specialist product knowledge to advise and encourage the customer to buy or try the product. The 
attitude and appearance of the salesperson is therefore important as they are promoting the product and the 
business. Personal selling is often used to sell cars to retail customers or office equipment to business customers, 
for example. This has advantages as salespeople can customise their messages to suit each individual customer, 
questions can be answered and objections can be overcome, and so customers can be more easily persuaded 
to buy. The disadvantages of personal selling, however, are that the experience and expertise of salespeople 
may vary and the process is both labour intensive and costly. (The personal selling process and its activities is 
covered in more detail in Chapter 2.)

Promotion
Promotion is the way in which existing and potential customers are informed about the products of a business. 
Communication also involves trying to understand how the initial message from the business is received by the 
audience. A successful communication is a communication that reaches out to the audience through one-way 
promotion but also listens to customer feedback and tips on how to improve the product.

The main objectives of promotion are to communicate with prospective customers and inform them of both 
the product and the business, show the benefits of the product, persuade them to buy the product and present a 
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good image of the business itself. Other objectives of promotion may be to increase market share in a current 
market or to enter a new market. The success of a promotional campaign will be measured against these 
objectives.

As a product moves through the different stages of the product life cycle, a business may increase or reduce 
the amount of promotion. For example, if a business is launching a new product into a market, the amount spent 
on promotion will be high as the enterprise focuses on building a brand. As the product goes into decline, the 
business may decide to increase promotion to extend the life of a product and regain customers or to reduce 
spending to cut costs and so increase profits. Businesses will use several promotional elements to communicate 
with the public, raise awareness and inform customers about a product, and build a positive reputation or even 
repair a negative public image.

Method Example

ADVERTISING 
METHODS

• Broadcast media such as television and radio.
• Print media such as newspapers, magazines brochures and catalogues.
• Billboards (both standard and digital).
• Guerrilla marketing (using a series of creative and strategic techniques 

to build and maintain public awareness).

SALES PROMOTIONS Special deals, coupons and discounts (usually used in sales promotions 
that focus on a specific period of time) such as:
• buy one get one free (BOGOF)
• early bird meals in restaurants
• money-off coupons
• end of season sales.

SOCIAL MEDIA • Creating and sharing content on social media platforms such as articles 
or blogs.

• Posting updates such as text, images and videos on social media 
platforms.

PUBLIC RELATIONS 
(PR) ACTIVITIES

• Press releases.
• Newsletters.

DIRECT MARKETING • Direct mail.
• Telephone marketing (telemarketing).
• Digital methods such as websites, email marketing and SMS or text 

messaging.

MERCHANDISING Promoting the sale of goods and influencing consumers’ buying decisions 
through:
• pricing/special offers
• tasting sessions and in-store demonstrations
• give-aways and samples
• visual display of products

All the elements of a business’s marketing mix must be consistent. For example, if a business has premium 
prices but the product is of a low quality, a customer will become confused and their trust and reliability in 
the brand will be undermined. Customers may therefore decide to shop elsewhere. The price must match the 
quality of the product and the promotional message must reinforce this. In addition, the product should be 
available in the right place (for example, if a business is selling high-quality, high-priced items, an exclusive 
store or specialist online retailer will be more appropriate than the local supermarket).
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Examination Tip
You need to be able to understand the 4Ps of the marketing mix, how these 4Ps can affect 
the product life cycle and sales, and how the marketing mix may change at different stages in 
the product life cycle. You may be required to apply this knowledge to specific contexts in the 
examination by looking at how a mix can be adapted based on changing strategies.

 1.2 Types of sales techniques/opportunities

One of the tasks of a salesperson is to identify sales opportunities to create new business. A salesperson or sales 
team will then use sales techniques to help sell products effectively and so create revenue for the business. 
There is more than one way to make a sale and so salespeople may use a variety of techniques to sell products.

Sales techniques

Transactional selling
Transactional selling is about short-term solutions. The salesperson is mainly concerned with the promotion 
and selling of the product with little or no emphasis on customer needs. It is solely about the single sale. In 
transactional selling, the buyer comes to the seller who has a product and price list. Negotiation between the 
buyer and seller is not needed as the buyer already knows what they want to purchase and so the salesperson 
has a minimal role to play in the process. For example, a customer goes into a newsagents, knows which 
newspaper they want, chooses a newspaper and purchases it.

Relationship selling
Relationship selling is about building long-term relationships. The salesperson will get to know the needs and 
wants of a customer before attempting to make a sale. Relationship selling is more likely to generate additional 
sales revenue than transactional selling, as it has a much higher probability of multiple transactions or repeat 
sales that provide the opportunity to re-sell the same product again. Relationship selling works best for goods 
and services such as insurance, which compete on quality and cost but customers buy and keep buying because 
of the relationship that is formed.

Cross-selling
Cross-selling gives the opportunity to sell related or complimentary products to an existing customer. This is 
also referred to as ‘add-on selling’. Cross-selling is common in every type of business and as the customer 
is already buying something, getting them to make an additional purchase will increase sales revenue. When 
a customer goes to pay for their product an additional product is suggested (for example, a leather care spray 
could be cross-sold to a customer purchasing leather shoes, insurance to people buying expensive jewellery or 
electrical items, or a memory card to someone buying a smartphone). The additional sale relates directly to the 
purchase and always costs less than this core purchase (for example the leather care spray will only cost a few 
dollars in comparison to the initial cost of the leather shoes).

Cross-selling gets customers to purchase products they might have purchased anyway but, by pointing 
them out at the right time, the salesperson can ensure these additional products are bought with their original 
purchase rather than waiting for the customer to purchase it naturally. Online businesses such as Amazon 
will show ‘frequently bought together’ or ‘customers who bought this item also bought’ on its product pages 

http://www.slideshare.net/heinzmarketing/identifying-sales-opportunities-throughout-the-customer-lifecycle
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to prompt customers to buy an additional product. Retailers will often position relevant accessories next to 
products (for example cases, batteries and gift wrapping). In addition, customers who think that a business 
makes useful recommendations for other products that the customer might be interested in, may be more loyal 
to that business and so make repeat purchases.

Upselling
Upselling gives the opportunity of selling a better/newer version of what is currently being purchased; usually 
a higher-value product. A salesperson will upsell by showing a customer that a more expensive, upgraded or 
premium version of the chosen product may better fulfil their needs. This can lead to increased sales revenue. 
An example would be a customer who wants to buy a television and is persuaded to buy a newer, more 
expensive model. Upselling can also help customers feel that they have had a better deal by buying a product 
that will deliver more value, which leads to customer satisfaction and repeat sales.

Case Study 1.1 The disadvantages of upselling

Upselling in business can sometimes gain bad press. In a fast food restaurant, being asked if you 
want to ‘go large’ or ‘supersize’ means that both the portion size and calories increase, often by 
55%. This can lead to an extra 750 calories a week that could potentially lead to a weight gain 
of 5kg a year. In 2017, upselling in coffee shops and fast food restaurants was being blamed for 
weight gain, with young people aged 18-24 being the most likely to experience upselling when 
buying food and drink.

Examination Tip
You need to be able to understand the features of different types of sales techniques/
opportunities mentioned in the chapter and how they are used in different situations to maximise 
sales revenue, including the advantages and disadvantages of each. You may be asked to apply 
this understanding to specific contexts in the exam.

 1.3 The customer’s buying process

The customer buying process shows the stages that the purchaser will go through before making a final purchase 
decision. When a potential customer is considering a purchase that is more expensive or requires some kind 
of monthly commitment (such as a smartphone, a laptop computer or a car), they will usually spend more 
time thinking about it. They may research different options, talk to a family member or friend to obtain their 
opinions and weigh up the information they get to help them make a decision on what to buy.

At each stage in process, the potential customer will usually go through a specific thought pattern. 
Understanding this buying process is important for salespeople and can help a business to design a better sales 
strategy in the future. If a salesperson understands what the needs and wants of the potential customers are at 
each stage, they can help a potential customer to make a purchase.
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The stages in the customer buying process

Problem/need recognition
This is the first stage of the process, the purpose of which is to find out exactly what the customer needs or the 
problem the customer is trying to solve. This may be triggered by internal stimuli (such as hunger or thirst) or 
external stimuli (such as advertising or word of mouth). A purchase cannot take place without first recognising 
the problem or need.

Information search
Having identified a need/problem, a customer will begin to start to gather information on a product and may 
ask others for recommendations to help them to make a decision. This stage is particularly important if the 
purchase a customer wishes to make is expensive and they don’t want to risk making a wrong decision. The 
customer may gather information from several different sources, such as by looking at products in a shop, 
over the Internet, reading reviews, seeking third party references and asking friends or colleagues to make 
personal recommendations. Buyers in large organisations may have to make their choices from a list of 
approved suppliers, in which case they must identify with their organisation’s procurement department who 
these suppliers are.

Evaluation of alternatives
Unless a customer knows exactly which product they want to buy, they will usually evaluate several alternatives, 
especially in competitive markets where there is plenty of choice. Customers may ask questions to find out 
which product is really the right product for them. To help with this, they may carry out extensive research over 
the Internet and use price comparison websites and product review websites. If they feel that in fact they need 
a different product, they may go back to one of the previous stages. This may happen several times before a 
purchase decision is reached.

Problem/ 
need 

recognition

information 
search

evaluation of 
alternatives

purchase 
decision

purchase

post-
purchase 

evaluation

Customer 
buying 
process

Figure 1.3 The Customer Buying Process
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Once the customer has determined what will satisfy their need/problem, they will begin to seek out the best 
deal. An important consideration during this stage is price, as prices for identical products often vary greatly. 
This is especially true when comparing shop prices to online process, which can be extremely competitive.

Purchase decision
Having gathered all of the information on quality, price and other factors, customers must then make a value 
judgement and decide which product best meets their needs/problem and which vendor can provide the product 
at a price they are willing to pay. They then move onto the next stage of the buying process. A final decision is 
made by the customer prior to purchasing.

Purchase
A need has been created, the research has been completed and the customer finally makes the formal purchase. 
Ideally, this will be a straightforward transaction whereby the customer pays for their good or service and 
receives it within the expected timeframe.

Post-purchase evaluation
This is the review stage. It is a key stage for both the business and the customer. A customer’s experience of 
using a particular good or service will determine their opinion of it and specifically how well the product met 
their needs and expectations. If a customer decides that the product or business has matched or exceeded the 
promises of the purchase and their own expectations, they will potentially recommend the product to others. 
This can increase the chances of the product being purchased by others.

If the customer experiences post-purchase dissatisfaction, they may never purchase the item again and their 
relationship with the business may stop here. If the customer gives negative feedback to another customer who 
is at an earlier stage in the process, they might dissuade that potential customer from buying the product or even 
worse, from buying from the business at all.

Customer-focused businesses strive to meet and exceed their customers’ expectations because they 
understand satisfied customers often become repeat buyers, generating more revenue and profits over time. It 
is also important, more cost-effective and efficient to retain existing customers than it is to find new customers, 
so businesses may put considerable effort into communicating with current customers to keep their interest and 
loyalty.

An example of the customer buying process

Imagine you want to buy a new laptop computer, how would the buying process work?

• Problem/need recognition – You decide that you want word processing capabilities, access to 
the Internet, light and easy to transport.

• Information search – What laptops are available? Do they use Apple or Windows operating 
system? How heavy are they? Are they recommended by others? You search the Internet, get 
opinions from friends and colleagues, visit computer stores and speak to sales staff.

• Evaluation of alternatives – You weigh up the advantages and disadvantages of each.
• Purchase decision – You make a final decision.
• Purchase – You buy the laptop.
• Post-purchase evaluation – You use the laptop and decide if it meets expectations. If it meets or 

exceeds expectations you tell others buying a laptop and positively influence their information 
search (stage two). If it does not satisfy your needs you tell others why you are dissatisfied and so 
negatively influence their information search.
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AIDA model of engagement
The AIDA model is an advertising model that shows the stages a customer goes through when engaging with 
and purchasing a good or service. This model allows markets to develop communications what are customer 
focused and designed to engage the target audience into responding to a message. It is also important for 
salespeople to understand this model as it will help them to understand the stages a customer travels through 
and which sales techniques are appropriate and when in order to build a relationship with the customer. AIDA 
stands for awareness, interest, desire and action.

Attention Interest Desire Action

How an organisation 
makes customers/ 

consumers aware of 
an organisation, 

service, product or 
brand.

How an organisation 
generates customers/ 
consumers interested 

in an organisation, 
service, product or 

brand.

How an organisations 
tactics can influence 

customer desire, 
engagement and 

preference towards 
an organisation, 

product or brand.

How an organisation 
uses communications 

to influences 
customers/consumers 
to act (i.e. by making 
a specific decision to 

purchase or 
subscribe).

Figure 1.4 The AIDA model of engagement

Figure 1.5 Sales and AIDA

A Get ATTENTION of 
potential customers and 

make them aware.

for example, by using 
adverts in national or 

local newspapers, radio 
ads and online, and 

through referrals from 
exisiting customers

I Gain and hold on to 
their INTEREST.

for example, by using a 
website to clearly 

explain products, show 
case studies and 

testimonials

D Using tactics to create a 
DESIRE or pereference.

for example, by offering 
short-term price 

promotions, free trials 
or special offers

A Stimulate ACTION to 
buy the product.

for example, by giving 
the customer a 
comprehensive 

overview of the product 
and closing the sale
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An example of AIDA is a movie poster. The main aim of a movie poster is to get the customer’s attention, 
draw their interest, give them a desire to want to watch the movie and action them into buying a ticket when 
the movie is released. The same is true of sales. Imagine you are buying that laptop. The salesperson wants 
to attract your attention to the laptop, draw your interest to it, give you a desire to buy and action you to 
purchase it.

Examination Tip
You need to be able to understand the benefits to the salesperson and to the business of 
understanding the customer buying process, including the AIDA model of engagement.

 1.4 Sales activities

Information gathering
A salesperson may talk to customers on the phone, in a video/conference call or face-to face. These are all 
sales activities but before a salesperson can talk to new or existing customers and make a sale, they must 
first gather information through research to help understand their customers. It is helpful if the salesperson 
knows beforehand what customers want and why. Good customer research that gathers information on new and 
existing customer needs will help the salesperson to work out how to convince customers that they need the 
products of the business. Research is important as it can help businesses to develop a detailed picture of their 
customers and so help the salesperson to understand how to target them. (Market segmentation and the use of 
market research data is covered further in Chapter 3.)

Customer prospecting and development
Customer prospecting means to search for possible customers (called ‘prospects’). The aim of prospecting is 
to develop a list of likely customers and then communicate with them. Prospects are people the business has 
made contact with and who have confirmed that they might be interested in buying from the business when it 
is right for them. For example, a prospect for a car dealership may be a customer who is the owner of an older 
car with high mileage. A salesperson may telephone, send emails or direct mail to prospects to increase their 
awareness of and familiarity with the business in the hopes of converting them from a prospect to a customer. 
This is important as it gains new sales for the business.

Selling and negotiation
Once a salesperson has identified a prospect, the next stage is to sell. Selling and negotiation are both parts of 
the sales process. Selling is the process to identify if what the seller is offering is what the buyer is looking 
for. This involves the salesperson helping the customer to understand their needs or wants, then suggesting a 
solution. A good salesperson will develop a relationship with the prospect by asking questions and delivering 
convincing solutions that meet both their requirements, and so that the prospect has all of the information they 
need in order to make an informed decision as to whether or not to buy. A salesperson will use the selling stage 
to lay the ground rules for negotiation by making sure that they fully understand the requirements and decision-
making process of the prospect, whilst setting the tone for the negotiation phase.

Negotiation begins when the selling process is complete and there is a genuine commitment from the buyer 
and seller towards a sale. Negotiation is the process of agreeing and confirming the terms and conditions of 
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the sale and ends with the salesperson closing the sale by taking an order from the customer. Without this 
process of converting sales prospects into orders, the business cannot survive. (The stages of the sales process 
is covered in more detail in Chapter 2.)

Reporting
In addition to prospecting and making sales, a salesperson will also be expected to report to colleagues. 
Salespeople are required to make sales reports that will be regularly reviewed by their sales manager. These 
reports will provide data that is generated by the salesperson when carrying out their activities. From the sales 
report, the sales manager must be able to know who the customers are, where they come from, what causes a 
prospect to purchase a product and what prompts them not to buy. This information is important to the business 
as it allows improvements to be made as necessary to increase the success rate of the sales process. This means 
that a salesperson must complete their reports properly and in a timely manner, so that colleagues can review 
them regularly in order to keep the business on track.

Account management
Account management takes place after the sale. An account manager maintains the relationship with customers 
so that they continue to use the business. This is important as it ensures that company targets for generating sales 
for a portfolio of accounts are met. (The features of account management is covered in further in Chapter 5.)

After-sales support
After-sales support (or after-sales service) is provided after a customer has purchased a product. It refers to 
all the things done to care for customers such as warranties (a warranty allows the products to be repaired or 
replaced if it breaks down within a certain period of time after purchase), upgrades, servicing or follow-up 
calls. For example, a customer being sold a car may be given free service after six months or a call may be 
made to customer after purchase to ensure that the product is working as expected and the customer is happy. 
After-sales support can be a way to encourage people to buy the product in the first place as some customers 
might only purchase products from a business because of its after-sales support. For example, a customer may 
choose to buy a specific Apple product over another brand because the product offers AppleCare (technical 
support for the product). It can also be used to justify charging a higher price for products. After-sales support 
is important as it can also influence the long-term reputation of the business and can influence future sales.

Sales forecasting and budgets
Sales forecasting allows a business to make financial projections by calculating the expected sales revenue 
and expected profit over a designated time period. For example, if an established business averages 2,000 
customers per year with an average sale of $100 per customer, this would be the starting point for the sales 
forecast. If the business assumes that nothing changes, it could expect total sales of $200,000 for the year. A 
business can also use a sales forecast to model projections. The business may see opportunities for more sales if 
competition is decreasing or if it is planning to enter a new market. The business can do the same with potential 
threats, for example using a sales forecast to predict how increased competition or a change in legislation might 
affect sales.

A sales budget is a financial plan. It shows the expected number of sales of a product in a given period and 
the expected price per sale. Based on this, the total predicted revenue can be calculated. The sales budget is 
usually presented in either a monthly or quarterly format. The information for this budget usually comes from 
the salesperson who deals with the products on a day-to-day basis. A sales budget is important to the business 
as the information in the sales budget informs most of the other budgets in the business, such as the production 
budget and the materials budget. This means that if the sales budget is wrong, then the other budgets that use it 
will be wrong too. This could lead to too few materials being bought to allow for the production of goods, too 
few products being made or vice versa.
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Examination Tip
You need to be able to understand sales activities, how and why they are important to a business.

 1.5 Legal and ethical selling

Legal requirements and implications of the selling process
There are a number of legal issues that have to be considered by businesses when selling products. Businesses 
must know what is lawful and what is not, and must be sure to follow the laws that protect consumers, regulations 
and codes of practice when marketing, advertising and selling their goods. For example, an advertisement can 
be banned if it breaks the law or may have to be changed or replaced if consumers complain.

Contract laws
A business will need to consider contract laws as every time a customer buys something a contract is made. 
Contracts do not have to be in writing. A contract is put in place when the business’s products are exchanged 
for the purchaser’s money. A customer or supplier could take legal action against a business if it fails to perform 
their part of the contract. Similarly, a business might take legal action against both the buyer and seller as they 
are obliged to fulfil the terms of the contract.

Intellectual property laws
Different countries have different intellectual property laws but patents, trademarks and copyright are the most 
common.

• Patents are used to protect inventions. Patents give the owner the right to take legal action against anyone 
who uses or sells their inventions without permission. A patent can take 2–3 years to be issued and has 
a maximum life of 20 years in most countries. There is no symbol to indicate that a product is patented.

• Businesses will decide on a brand and these can be protected with a trademark. This protects the name 
and visual identity of the goods or services. With a registered trademark, the owner can take legal action 
against anyone who uses or copies the brand without permission. Putting the ® symbol next to a brand 
name shows that the brand is registered with a trademark. An unregistered trademark will be shown by 
using TM.

• Copyright is used to protect original work and is most often used for creative works such as illustration, 
photography, literary pieces, web content and music. The owner of a copyright can licence the use of 
their work to others. The licence is a contractual agreement in which the owner of the copyright outlines 
the ways in which the work can be used, if it can be changed and if it will cost anything to use it. The 
© symbol is used to show the work has been copyrighted. The duration of a copyright varies according 
to the country.

Avoiding bribery and price fixing
Many countries have laws in place to ensure that businesses avoid bribery and price fixing. A salesperson may 
be tempted to bribe a prospective or existing customer. This could be done by offering corporate hospitality, 
such as tickets to high profile sporting events to close a sale, or fix prices by agreeing with a competitor what 
price to charge customers, agreeing not to sell below a minimum price, or simply agreeing not to undercut a 
competitor, for example.
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Consumer protection law
Consumer protection law gives consumers protection against unfair selling practices. The business must provide 
the consumer with all relevant materials and information to allow them to make an informed decision about 
whether to purchase a product. Businesses must comply with these laws and its sales force are responsible for 
ensuring that accurate information is given to consumers.

Businesses must ensure that its products comply with the relevant product standards and are safe and fit 
for their intended purpose. Consumers have the right to claim a full cash refund, replacement, repair and/or 
compensation where the goods are faulty, are not as described or do not do what they are intended to do. For 
example, in many countries a business must give cash refunds for a faulty good and cannot give store vouchers.

Avoiding false advertising, untruthful or misleading information
Advertising must not be false. For example, businesses cannot state that a product is only available for a limited 
period of time to pressure consumers to buy, offer products for sale knowing that they will not be able to meet 
the demand for that product at that price or advertise a product at a specific price and then refuse to supply 
within a reasonable amount of time with the intention of selling a different product to the consumer.

It also must not give untruthful or misleading information, or inaccurate descriptions of goods and 
services. For example, if a store advertises a free gift with a purchase, customers should get one, or if a business 
advertises a product at $50 without stating that the price does not include sales tax, or says that a product 
weighs 1kg when it weighs 900g, then the advert is inaccurate and misleading to customers.

If a business that advertises a product similar to a product made by a competitor, they may mislead 
consumers into believing that both products are made by the same manufacturer. For example, customers could 
be misled if a business designs the packaging of shampoo A so that it very closely resembles that of shampoo 
B, an established brand of a rival competitor. If the similarity was introduced to deliberately mislead consumers 
into believing that shampoo A is made by the competitor (who makes shampoo B) this would breach the law.

It is also illegal in many countries for a business to display any notice that deliberately misleads consumers 
or deceives them about their rights. Rules regarding refunds must be clear and in the European Union (EU) for 
example, a business displaying a sign that says it does not accept returns or offer refunds, or saying that it does 
not provide cash refunds and will offer a credit note only, is breaking the law.

Businesses may also offer goods for sale on a credit basis. If goods are to be sold on credit then the interest 
charges must be disclosed by the business, with no hidden fees or charges.

Customer data protection
Businesses must respect the privacy of customers and safeguard their data. As a business also relies upon 
using customer information to target individual customers, a business must ensure that it complies with the 
most up-to-date data protection legislation to ensure secure storage and confidentiality regarding disclosure 
and access arrangements. Data protection legislation controls how personal information is used by businesses 
and the government. Computer databases are used in businesses to store information on customers and 
employees. These can be accessed, searched and edited more easily than if the records were paper-based. The 
computers are often networked to allow for organisation-wide access to databases and offers an easy way to 
share information with other organisations. It is therefore important that all employees follow the legislation 
regarding the collection and storage/sharing of personal data as there is a danger that the information could be 
misused or get into the wrong hands.

Breaching statutory legislation
There are consequences and implications for any business that is found to be in breach of the law. This may 
result in legal action which may later result in fines, possible liquidation (a process designed to allow an 
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insolvent company to close voluntarily), bankruptcy (a legal status where a person or business cannot pay 
their debts) and even imprisonment (in some countries), which will adversely affect the profits of the business. 
For example, a business that sells consumer goods must follow product safety laws or face legal action.

Being in breach of the law may also damage the reputation of the business, which may result in less 
customers using the business and so cause a loss in revenue. For example, data protection is in place in order 
to protect the customers because businesses hold their financial information. If a business misuses this data (for 
example, by selling it to or sharing it with another business), it could damage the reputation of this business as 
it might be thought of as untrustworthy.

There are also implications for the salesperson of breaching statutory legislation. This can result in 
disciplinary actions or sanctions such as monitoring or suspension, which will impact on future career 
opportunities and advancement, or even the salesperson losing their job.

Case Study 1.2 An example of a business breaching the 
law

In 2015, four employees and the owner of a mobile phone retailer were taken to court for a 
number of unfair trading practices. They were accused of conspiring with the owner to cheat 
customers by telling customers that mobile phones would be sold to them at prices that they 
knew to be false.

The owner admitted to cheating 26 victims out of $16,599 over a period of 10 months. He was sent 
to jail for 33 months and ordered to pay back the losses suffered by his victims. The employees 
were sent to jail for between 4 and 14 months.

Behaviour, attitudes and ethical selling
Ethics refers to the moral rights and wrongs of any decision a business makes. Ethical issues arise as a result 
of conflict or lack of agreement on certain issues. Although unethical and controversial practices may be used 
to increase demand and sales, they can lead to a loss of customer confidence, and a decrease in brand image 
and reputation.

Businesses marketing and selling their products globally will face a number of challenges such as 
understanding the differences between different countries and different cultures. Consumers in different parts 
of the world have different tastes and requirements for products. Preferences, for example, for sports, music, 
food, fashion and hobbies differ between cultures. It is important that the business keeps in mind the needs of 
all customers and respects their cultural differences and avoids discriminatory behaviour.

Businesses will expect employees to conduct themselves in a professional manner when interacting with 
other employees or with customers. All employees must consider their own behaviour and the impact that 
this can have on others, and never behave in a way that is unacceptable or offensive to others. A salesperson 
is expected to have positive attributes and characteristics such as product knowledge and to be honest, 
responsible, focused, courteous, empathetic, persuasive and reflective. This is important as it can have a 
positive effect on the way the business is viewed and help to build a good reputation for the business that will 
encourage customers to buy from it. On the other hand, as many people see the salesperson as acting on behalf 
of the business, any actions a salesperson takes that are seen to be less than professional or ethical will reflect 
on the business in a negative way.
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Many businesses develop codes of conduct for ethical selling and train their sales staff to follow them 
closely. Codes of conduct are designed to highlight desirable and undesirable selling behaviours, promote 
high standards and to help salespeople make ethical decisions as they may be faced with selling dilemmas 
and choose to behave unethically in a bid to gain or increase sales. This might be deceiving the customer by 
providing untruthful or misleading information.

Benefits of a legal and ethical approach to a business
A business can benefit from taking a legal and ethical approach. It can build a reputation for treating customers 
fairly, which may lead to customer loyalty and encourage repeat sales. This will boost the revenue and 
profit margins of the business. Having a legal and ethical approach can minimise customer complaints, 
reduce the risk of legal action and so the business can gain a competitive advantage.

Examination Tip
You need to be able to understand the legal and ethical requirements involved when selling 
a product and the implication for the business and the salesperson of not keeping to these 
requirements. You will also need to understand how the attitude and behaviour of the 
salesperson can positively or negatively influence the reputation of a business as you may be 
required to show your understanding of this topic within a specific context.

 1.6 The organisational structure of the sales team

The sales department is important as it generates revenue for the business. It will contain skilled salespeople 
who can effectively get the products of a business to market. A sales department has a direct link between the 
business and its customers, and a well-structured sales department can build and maintain strong relationships 
with new and existing customers to maximise sales revenue.

A sales department is often split into multiple roles that make up the sales team. A sales team must work 
together to increase brand awareness and drive sales forward, and an effective sales team (or sales force) is 
made up of carefully selected individuals who understand their role and responsibilities, who can engage with 
customers and build/keep their trust. The responsibilities and activities of each role differs but most roles will 
have some input to the sales plan (this is covered in more detail in Chapter 4).

Sales jobs can be found in all industries, including retail, finance, transport and manufacturing, estate 
agents, travel agents, medical care and equipment, and IT software. The roles within a sales team will therefore 
vary depending on the business. The table below shows some typical roles with their responsibilities and the 
activities they carry out.

Examination Tip
You need to be able to understand the typical roles and responsibilities in a sales team and the 
activities that are carried out by each.
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Sales roles, responsibilities and activities

Roles in a sales team Typical responsibilities and activities

Sales director • Team leading a group of sales managers.
• Setting the sales strategy.
• Compiling the sales plan.
• Responsible for day-to-day activities of the sales force.
• Interfacing with other departments and with 

management.

Sales manager • Managing the sales force.
• Recruiting new staff.
• Setting operational objectives, such as increasing 

volume of sales, growth, contributing to profits.
• Measuring performance of the sales force (this is 

covered in Chapter 4, section 4.4).
• Setting sales force targets for individual salespeople 

(this is covered in Chapter 4, section 4.2).
• Coaching the sales force.
• Contributing to the sales plans and its tactics.

Salespeople
• Office based (or inside) salesperson 

– works within the business talking 
with prospective customers on the 
telephone or face-to-face.

• Field-based (or outside) salesperson 
– travels to customer locations to sell 
products, often demonstrating these 
products to prospective customers.

• Providing information.
• Interacting with the customer.
• Facilitating sales.
• Generating income and revenue.
• Contributing to the sales plan.

Sales support
• Office and field based.

• Order taking.
• Account support.
• Administration.
• Providing management information to the sales team.

Account manager
• Office and field based (account 

management is covered in Chapter 
5).

• Manages and supports general client accounts.
• Contributes to the sales plan.

Key account manager
• Office and field based (key accounts 

are covered in Chapter 5).

• Manages and supports the development of specific, 
profitable client accounts.

• Contributes to the sales plan.

 1.7 Payment of salespeople

In return for their work, a salesperson will expect to be paid. For some salespeople the pay offered may be the 
most important part of their job and so pay systems with different features can be used to motivate salespeople 
to sell more. Motivation is likely to be higher for salespeople if they know that they will receive financial 
rewards if the business does well. They are therefore more likely to work hard as they have a special interest 
in the success of the business.
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Wages, overtime and salaries
Salespeople may be paid in a number of ways. Wages are usually associated with hourly/weekly rates of pay. 
Retail salespeople would commonly be paid wages. Overtime may be paid for any hours the salesperson 
works in excess of their working week. It is usually paid at a higher hourly rate. Salaries are usually associated 
with fixed annual rates of pay and are paid monthly. Salaries are decided in advance and it does not matter how 
much a salesperson sells, their earnings are set.

Commission
Commission is a payment made based on the value of sales achieved by the salesperson. It can form all or 
part of a pay package. Candidates without any prior experience in sales wanting to start a sales career often 
accept a commission-only based position to learn the necessary skillsets to help them lead a successful sales 
career. The rate of commission offered by a business depends on the selling price and the amount of effort 
required in making the sale. This may be for example $1,000 for each new customer or 10% of all cross-
sales/up-sales made. There are disadvantages of offering commission to salespeople based on sales as it can 
result in a salesperson using aggressive sales tactics, especially if their earnings are completely determined by 
commission, as if they sell nothing in a month their earnings are zero. Although commission-based sales may 
motivate the salesperson to push sales, as the potential earnings can be good and this may increase sales revenue 
for the business in the short term, over time it may lead to a negative image of the business as customers feel 
they are being pressurised into purchasing the businesses’ products rather than choosing to buy themselves. 
This may drive away potential sales.

A common pay structure for salespeople is salary plus commission. This is where salespeople receive a 
fixed annual salary and a commission is added to this base payment. This gives the salesperson the security of a 
steady income plus they are motivated to sell as this will bring in extra earnings. It is also good for the business 
as motivated salespeople are likely to increase sales revenue.

Bonuses
A bonus is a sum of money that is added to a salesperson’s wage or salary as a reward for good performance 
as a one-off payment. Salespeople can receive bonuses if they exceed their sales target. Although a business 
may put bonuses in place in order to encourage salespeople to be more productive, motivated and hardworking, 
there is a risk that salespeople might instead take shortcuts to achieve their bonuses. It is also important that the 
goals/targets given to the salesperson to reach in order to achieve a bonus are realistic or this may demotivate 
the salesperson rather than motivate.

Similar to the salary plus commission structure, is the salary plus bonus pay structure. Salespeople are 
awarded a base wage/salary plus a bonus if they hit an agreed sales target. For example, a salesperson may 
be awarded a base salary of $40,000 and a bonus of $10,000 for selling X amount of products each year. This 
motivates employees to meet a target but the disadvantage of this structure is that it does not motivate them to 
exceed the sales target, which could lose sales for the business.

Profit sharing
Salespeople may also receive a share of the profits each year in the form of additional payments. They may 
also be offered share options within the business giving them the right to buy a certain number of shares at 
a fixed price at some time in the future or share-award schemes that offer actual shares rather than options, 
either free or for less than their market value. Profit sharing payments are made if the business has been 
profitable in a specified time period. It usually occurs annually after the final results for the business have 
been calculated, however some businesses may pay quarterly. Profit sharing can be good for the business as 
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it motivates salespeople by reinforcing the message that everyone is on the same team and all employees are 
working towards the same goal of maximising profits but, if the business is unlikely to make a profit or only 
make small profits, the salesperson may not feel profit sharing is worthwhile and so may not be motivated to 
sell by this option.

Examination Tip
You need to be able to show your knowledge of the different ways in which salespeople are paid 
and the advantages and disadvantages of each for both the salesperson and the business.

Chapter 1 Summary

What you have learned:

• The 4Ps of the marketing mix (product, price, promotion and place) and the link between the 
4Ps, the product life cycle and sales.

• The different types of sales techniques/opportunities and how they are used in different 
situations to maximise sales revenue.

• The different stages of the customer buying process and AIDA model of engagement, and 
their importance when selling.

• Sales activities and their importance to a business.

• Legal and ethical selling and its implications.

• The typical roles and responsibilities of the members of a sales team and the activities that 
are carried out by each.

• How salespeople are paid and the impacts of this on the salespeople and the business.

Activities

1.1 Imagine you are selling a pen or another item of your choice to a prospective customer.

What three questions could you ask the buyer before trying to sell them the item?

1 ............................................................................................................................................................................

...............................................................................................................................................................................

...............................................................................................................................................................................

2 ............................................................................................................................................................................

...............................................................................................................................................................................

...............................................................................................................................................................................
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3 ............................................................................................................................................................................

...............................................................................................................................................................................

...............................................................................................................................................................................

1.2 How could you respond to each of these questions to make your pen the solution they need?

1 ............................................................................................................................................................................

...............................................................................................................................................................................

...............................................................................................................................................................................

2 ............................................................................................................................................................................

...............................................................................................................................................................................

...............................................................................................................................................................................

3 ............................................................................................................................................................................

...............................................................................................................................................................................

...............................................................................................................................................................................

Practice questions

1.1 The seller is suggesting a solution to a buyer for their needs and wants. What is this process called?

(1)

□ A Negotiating

□ B Selling

□ C Ordering

□ D Forecasting

...............................................................................................................................................................................

1.2 What does the ‘I’ stand for in AIDA?

(1)

1.3 Identify two roles in a sales team, other than a salesperson.

(2)

1 ............................................................................................................................................................................

2 ............................................................................................................................................................................
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1.4 Explain one benefit to a salesperson of being paid a salary plus commission.

(2)

...............................................................................................................................................................................

...............................................................................................................................................................................

...............................................................................................................................................................................

...............................................................................................................................................................................



Learning Objectives

2.1 Personal selling process and activities
Understand the different stages of the personal selling process used by 
a salesperson to engage prospective customers and close a sale, and the 
activities associated with the personal selling process.

2.2 Prospecting for customers
Understand the methods of identifying prospective customers and the 
appropriateness of each method.

2.3 Pre-approach
Understand that salespeople will seek information about a potential 
customer before making contact.

2.4 Approach
Understand how to meet and greet the customer to get their attention 
and persuade them to buy.

2.5 Presentation and demonstration
Understand why a salesperson may present and/or demonstrate a 
product, and what needs to be done to gain sales commitment after the 
presentation and/or demonstration.

2.6 Handling requests for clarification and objections
Understand the points of clarification that may be raised by a customer 
during the sales process and how to deal with customer objections 
before negotiating the closing of a sale.

2.7 Closing the sale
Understand the techniques to use with individuals when closing a sale.

2.8 Follow-ups
Understand the importance of following up with the customer after a 
sale and the sales activities associated with the follow-up stage of the 
selling process.

CHAPTER 2
THE STAGES OF THE 
PERSONAL SELLING 
PROCESS
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 2.1 Personal selling process and activities

The personal selling process
One element of the promotional mix is personal selling. This is a direct person-to-person communication 
used by businesses to persuade potential customers to buy their products. Even with the growth of online sales 
and advances in technology many businesses still use salespeople to represent their company and sell their 
products.

There are seven stages involved in the process of personal selling. Each of these stages are covered in more 
detail later in this chapter.

Prospecting 

Pre-approach

Approach

Closing the saleHanding requests

Presentation and 
demonstration

Follow up

Figure 2.1 The stages of the personal selling process

Case Study 2.1 An example of a selling process at a gym

• Prospecting – The gym owners will search for prospects who can afford the gym fees and 
are in need of a gym.

• Pre-approach – Finding the needs and wants of these prospects such as classes or personal 
trainers.

• Approach – Arranging for prospects to make a visit to the gym.

• Presentation and demonstration – Giving a tour of the gym, showing the facilities and 
explaining how the equipment works.

• Handing requests – Answering queries about access to the gym, fees, equipment, classes 
etc.

• Closing the sale – Asking the prospect to join the gym and gaining agreement.
• Follow-up – Checking that the new gym member is happy with their purchase.
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Personal selling activities
There are a number of personal selling activities used during the personal selling process. A salesperson may 
make direct contact with potential customers. This often occurs face-to-face, however it can take place in 
many ways to include video conferencing, text or telephone conversations; many people like to speak to or 
meet someone to discuss a major sale. Direct contact can also happen in a retail environment. For example, 
if someone enters a store selling kitchen equipment or a business selling cars, a salesperson could approach 
them, provide information and promote the goods in an attempt to make a sale. A direct approach allows the 
salesperson to give detailed explanation of products and any individual questions or concerns the customer may 
have can be addressed immediately; this can be an effective way to sell many products.

A salesperson may also encourage potential customers to trial products as a promotional method to 
encourage sales. This may include a test drive in a car, a free session at a gym, using a carpet cleaning machine 
to clean an area of the customer’s carpet, allowing the customer to try out exercise equipment in their own 
home for a limited period of time, receive a magazine subscription or try out computer software free for 30 
days. The salesperson will speak with customers during the trial period to gather feedback on whether they like 
the product. Even if they choose not to buy the product at the end of the trial, this feedback can be valuable 
to the business, as it will help the business to understand changes that may need to be made to the product to 
make it more attractive to customers.

Examination Tip
You need to be able to understand that there are different stages in the personal selling process, 
be able to place these stages in order and show knowledge of the activities associated with the 
process in a given context.

 2.2 Prospecting for customers

The first stage of the personal selling process is called prospecting. This is where the sales team will search for 
potential individual or business customers. This is also sometimes called ‘lead generation’. A salesperson uses 
information such as the name and address or telephone number of individuals or businesses to contact them. If 
the lead has a need or want for the product, and the authority and the money to buy, they become prospective 
customers (‘prospects’). Efficient prospecting enables salespeople to add new prospects, replace lost customers 
and sell new products to existing customers.

Prospecting methods
There are many sources from which potential customers can be found but the ones we are going to discuss are:

• cold-calling
• referrals
• personal observation
• direct mail.
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Direct mail
Direct mail can be used to contact prospects and inform them about the products for sale. The salesperson can 
use these methods to tell them about the features and benefits of the products and their price, with a view to 
converting them into a customer. This can be a lot of work and the mail may be regarded as ‘junk’ and never 
opened.

Cold-calling
Cold-calling means telephoning or visiting prospective customers to gain new business. This can uncover 
people who are unhappy with their current suppliers and are happy to listen to a better offer. On the other 
hand, cold-calling can take a lot of time and effort, and many people regard cold calls as nuisance calls. If the 
first response from the prospective customer is positive, repeat follow-up calls may have to be made. If the 
prospective customers agree to giving their details these can be put onto a mailing list.

Referrals
Referrals are when a customer recommends your products to their friends, family and/or colleagues. Referrals 
are often asked for in the follow-up stage when the salesperson thanks them for choosing to work with them, 
then asks if they know anyone else who could also benefit from the product. These customers may be happy 
to help but only if they have had a positive experience. Although referrals are a good source of potential new 
customers, they take time to gather and not all customers may wish to give details of others without asking 
them. Also the customer making the referral may be unaware of the personal/specific circumstances of the 
person they are recommending.

Personal observation
A salesperson may use personal observations for identifying new clients. This may be through interacting with 
friends and family, attending social gatherings, functions, seminars or whilst travelling. This is often referred 
to as ‘networking’.

At this prospecting stage a salesperson will assess prospects to decide whether the prospect is likely to buy 
and if it is worth putting effort into the sale. Not all prospects become customers and salespeople may have to 
speak to many people before they find a customer who will buy from them.

Examination Tip
You need to be able to understand the methods of identifying prospective customers and the 
appropriateness of each method. For the examination, you will need to be able to apply your 
understanding in a given context.

 2.3 Pre-approach

Stage two is the pre-approach. This is important as it involves collecting as much information as possible 
about the prospects/key customers before communicating with them. This information may be gathered 
through personal observation, other customers and other salespeople. They will then decide how to approach 
the prospect. During the pre-approach stage a salesperson may also plan and practice their sales presentation 
in preparation for approaching the prospect. This means the salesperson can meet the prospect with confidence 
and enthusiasm.
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Key customer information to be sought
Knowing about the prospect will help you tailor your solution to them. If they are individual customers you 
may want to consider the following:

• What are their needs and preferences? For example, if they are buying a car do they want two seats 
or four; an economy or a high-performance model?

• What is their situation, economic and social status? For example, are they employed and what is 
their income level?

• What are their habits? For example, do they drive for pleasure or travel long distances for work?
• What are their values and beliefs, and what do they like? For example, do they believe in saving energy 

and cutting down on pollution? If so, would they like an eco-friendly vehicle?

Knowing the economic status and income level of the potential customer, for example, would be useful to 
a salesperson because this would allow them to tailor their sales technique to the customer’s budget. Knowing 
their habits and lifestyle could be useful where potential customers are attracted to the latest trends and high 
profile brands.

If you are selling to a business, you may want to consider what size and type of business it is. For example, 
is it aimed at luxury or value-conscious customers? What does that business need, who makes the purchasing 
decisions and who are the buyers? (The roles in the business decision-making unit (DMU) are covered later in 
Chapter 3.)

Appropriate behaviours and attributes
Some businesses will use the information gathered on the behaviours and attributes of the prospect to create 
‘persona’ (a fictional character representing the characteristics of this prospect, the buyer or the decision maker 
of the businesses) to help them better understand the prospect.

Examination Tip
You need to be able to understand why salespeople will seek information about a potential 
customer before making contact and how they may use this information.

 2.4 Approach

The third stage in the personal selling process is the approach. This is the first point of contact between the 
salesperson and the prospect.

A salesperson will gain the prospect’s attention and stimulate interest with a view to making an appointment 
to speak to this potential customer at a time that fits the customer’s needs and schedule. A salesperson will need 
to decide for example if it would be best to visit the prospect or conduct business over the phone. Timing is 
important as trying to arrange an appointment when the prospect is busy will be of no benefit to the salesperson 
if the meeting then becomes rushed. Once an appointment is made, the salesperson must be punctual, not waste 
the prospect’s time in giving unnecessary details but keep the conversation brief and to the point. Sometimes 
an appointment may need to be cancelled by either the salesperson or the prospect and it is part of the role of 
the salesperson to manage cancellations and reschedule appointments. A salesperson will also have to deal 
with negative customer responses (for example, where a prospect clearly states they do not wish to purchase 
at this time or rejects any further contact with the salesperson).
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It is important when meeting a customer that they feel comfortable and at ease with the salesperson and 
want to talk so that the salesperson can persuade them to buy. The ‘meet and greet’ element of the approach 
must therefore be considered carefully. A salesperson must make a favourable impression using a professional 
manner. A good salesperson will always approach customers cheerfully, using a confident tone of voice and try 
to help that customer make a purchase, but the approach may change in different situations.

Imagine a salesperson in a retail store. They will need to consider if it is appropriate to ask the customer 
their name and/or shake their hand. This may be off-putting for many retail customers but a hand-shake may 
be appropriate when visiting a prospective customer at their place of work. Greeting the customer gives 
an opportunity to give useful information to the customer, so rather than a retail salesperson simply saying 
‘welcome’ or ‘how may I help you?’ they can offer the customer information (for example that tells the 
customer about current special offers and so grabs their attention).

To be successful a salesperson, focus should be on the customer. They must focus on the conversation and 
show they are paying attention by remembering what the customer has said and using this in the conversation. 
They will ask targeted questions which will help them to assist the customer better as they will understand what 
the customer wants. All of this can help persuade the customer to buy.

Examination Tip
You need to be able to understand how a salesperson may approach a customer and how this 
can influence the sale. You will need to be able to show this in a given context if asked in the 
examination.

 2.5 Presentation and demonstration

The fourth stage in the personal selling process is presentation and demonstration. The aim of the presentation 
is to convert the prospect into a customer by creating a desire for the product. It involves the salesperson 
showing the customer the features and benefits or unique selling points (USPs) of the product. For this to be a 
success, the salesperson must have a thorough knowledge of the product and also its competition in the market. 
They need to be problem-solvers, able to answer any question and tackle any issue that the prospect may have.

Many businesses present and demonstrate their products to individuals and also at exhibitions, trade shows and 
conventions as a way to generate sales. There are a number of reasons for this. Presentation and demonstration 
allows the salesperson to have face-to-face interaction with the potential customer. They salesperson can 
explain the features and the price advantage of the product to the prospect in an easily understandable way. 
Presenting and demonstrating a product can give a prospect the opportunity to see and handle a product, the 
salesperson can create a positive impression by emphasising the strengths of the business and the product in 
terms of the prospect’s specific needs, and this can often increase the desire of the prospect to buy. It can give 
the customer opportunities to raise questions that can be answered by the salesperson, who can emphasise how 
the product meets the specific needs of the customer and overcome any objections to the sale. An advantage 
of this aspect of personal selling is its flexibility. Salespeople can adapt their presentations beforehand to fit the 
needs and preferences of individual customers and as the salesperson see the prospect’s reaction in real time, 
can adjust the presentation as needed.

It is important that the salesperson gains sales commitment after a presentation and/or demonstration. They 
can do this by asking the customer to complete an order form. Before a salesperson begins a presentation, 
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it is important that they know what they are going to say and have all the tools needed to say it. Although 
the word ‘presentation’ implies using visual aids (such as slides and handouts) it does not have to. To gain 
sales commitment, a salesperson should be talking, actively listening to the needs and wants of the prospect, 
gathering as much information as possible and then acting and reacting accordingly. If a sale is not made, it is 
still important that they record any consumer interest, distribute business cards, and create follow-up 
lists to generate future sales.

Examination Tip
You need to be able to show understanding of why sales presentations and/or demonstrations 
for products are used in given contexts and the tactics a salesperson may use to gain sales 
commitment after a presentation/demonstration.

 2.6 Handling requests for clarification and objections

This fifth stage in the process is handling requests for clarification and objections. When a salesperson 
demonstrates a feature, talks about a benefit or uses a sales closing technique, the prospect may respond 
negatively, give excuses for not wanting to buy the product or have questions or concerns. It is part of the role 
of the salesperson to handle these requests for clarification and objections or the sale can be lost. It is important 
that this stage is well-handled by the salesperson if they are to secure a sale. A salesperson will use active 
listening skills to show interest in the customers’ requests and queries, ask open questions to determine specific 
objections and repeat the features and benefits of the product. Requests for clarification and objections should 
be viewed positively as the prospect is wanting more information so that they can make a purchase decision but 
this is the stage where many unsuccessful salespeople fail and drop out of the process.

Nature of requests
A prospect may make requests for clarification (for example about the service levels to be provided by the 
business, the after-sales service they will receive, the delivery time, the price and whether the product has 
a warranty). All of these give the salesperson an opportunity to further promote the product and explain how 
they can meet the needs of the customer.

Common objections
A prospect may also have a number of objections to the purchase and may use statements such as ‘Yes, but…’. 
If the prospect does not understand the value or nature of the product, it is the salesperson’s role to clarify 
this. Common objections a prospect may make are about price and the value gained. For example, they may 
say statements such as ‘Yes, but I could buy it cheaper online’; ‘I thought service would be included’; ‘Your 
competitor sells it for less’; ‘I’ve had a better offer from your competitor’; ‘I don’t have that much left in 
my budget’.

The prospect may object to the timing of the sales call/visit stating that this is the wrong time for them to 
buy (for example, they do not have money available this month, that they cannot buy at this time as they would 
need to speak to a manager first or that they need more time to think about the purchase).

A prospect may say they do not have trust in the company. For example, stating that they prefer to buy 
from people they know and/or are sure will still be trading in the future. They may say that they have seen 
negative reports about the company (for example poor treatment of employees or poor customer service).
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The customer may say that they do not need the product as they are already satisfied with their current 
product (for example, ‘the one I have works well for me’; ‘I have something similar to that already’) or they 
may object to some aspect of the product (for example, the style, the size, the quality, the length of the warranty 
or the lack of up-to-date features).

Negotiation
At this point the salesperson will need to negotiate; using their knowledge of the current market position to 
guide their negotiations in an attempt to persuade the prospect to buy. It is vital that the salesperson understands 
the objectives of the prospective customer and is prepared to compromise on the price and the service 
component to secure the sale. They must also understand the behaviour of the customer’s decision-making 
unit (DMU) (this is covered in further detail in Chapter 3).

A salesperson will be unlikely to successfully close a sale without having a thorough knowledge of the 
product, including its unique selling point (USP) and its service component. A salesperson must have all 
relevant information to hand and keep up to date with changes in the industry if they are to be able to explain 
the benefits that can be gained through the purchase of the product, and how this may give the prospect a 
competitive advantage.

A good negotiator will make every attempt to stop the prospect dropping out at this stage but if they cannot 
secure the sale at this time, they will at least try to turn the ‘no’ into a ‘not now’, ask to keep the prospect on 
file and follow up at a later date.

Did you know…

Recent research shows that 44% of salespeople give up after one rejection, 22% after two rejections, 
14% after three, and 12% after four, even though 80% of prospects require at least five follow-ups to 
convert to sales.

Examination Tip
You need to be able to show an understanding of how answering customer questions, overcoming 
common objectives and negotiating with the customer can help a salesperson to move to the 
next stage of the sales process.

 2.7 Closing the sale

Stage six is closing the sale. This stage is crucial as it is when the salesperson gains a firm commitment from 
the prospect for the purchase and so secures a customer. A salesperson will use their judgement to know when 
the time is right to close the sale. The salesperson will then ask for the customer’s order, before both agreeing 
the timing of the sale, the contracts of the sale and the method of payment for the sale.

There are number of closing techniques used by salespeople. The table below shows some of the most 
common.
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Closing techniques

DIRECT CLOSE The salesperson directly asks the customer to buy the product. It should be 
used when the salesperson is confident that the prospect is ready to buy.
For example, the salesperson can ask:
• ‘Would you like to place the order now?’
• ‘Sign here and we will deliver the product on Monday.’

SILENT CLOSE This silence takes place just after the salesperson has asked the prospect 
for the sale or when they are in the final stages of the sales process. The 
salesperson asks the closing question, stops talking and waits for the 
prospect to speak next. The longer the silence goes on after the closing 
question, the more likely it is that the prospect will buy.

PRESUMPTIVE/
ASSUMPTIVE CLOSE

The salesperson asks a question that assumes the prospect is buying the 
product. This method is used when the prospect has shown a need for the 
product.
For example, the salesperson can ask:
• ‘When should we deliver?’
• ‘Will five dozen be enough?’

ALTERNATIVE CLOSE This is a variation of the assumptive close. The salesperson again acts as 
if the prospect has already decided to buy and knowing that buyers like to 
make decisions, offers choices.
For example, the salesperson can ask:
• ‘Would you like standard or next day delivery?’
• ‘Did you want black or white?’
• ‘Will this be a cash or credit sale?’

A salesperson will look for buying signals before attempting to close the sale. These may be non-verbal for 
example spending time concentrating on a product, touching their wallet/purse or its contents or getting out 
their pen; or verbal signals, such as repeating a question that has been answered fully, asking for a product 
sample, making positive noises or comments, asking questions about price, asking for the guidance or opinion 
of a salesperson, or mentioning a negative experience with a current or previous supplier.

For some, closing can be a difficult part of the sales process. A salesperson may have a natural sales style 
with which they are comfortable and the potential customer may have a preferred way of being sold to, and so 
closing requires some skill. A customer should never feel pressurised into buying; the decision to buy must be 
theirs and to achieve this, the salesperson should be doing everything they can to accommodate the customer 
and help them to see why they should buy the product.

A customer may say no to an attempted close and this can create a barrier for salespeople as no-one wants 
to be rejected. A good salesperson must be confident that the prospect is going to make a purchase and this 
confidence can help both the salesperson to close the sale and the customer to make the decision to buy.

Examination Tip
You need to be able to show your understanding of how a sale is closed by gaining commitment 
from the prospect for the purchase, using judgement to know when the time is right to close the 
sale, asking for the customer’s order, agreeing the timing of the sale, approving contracts of the 
sale and method of payment and how different types of closing techniques will be used in given 
contexts.
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 2.8 Follow-ups

The closing of the sale does not complete the selling process. The seventh and final stage of the process is the 
follow-up. This is very important in building long-term relationships with customers and this can be much 
more cost-effective than finding new customers.

After-sales activities
Once a sale is made, the salesperson is responsible for a number of after-sales activities. A salesperson will 
need to keep a record of all sales and payments made, and the customers’ information. Sometime after the sale 
has been completed, the salesperson will use this information to follow-up on the sale, contacting the customer 
to gain feedback to ensure they are satisfied with their purchase. Follow-ups can be very effective as they give 
the salesperson an opportunity to check that the product arrived in good condition and the customers’ needs 
have been met or if their needs have changed. The salesperson can also discuss any problems or issues with 
products that the customer may have in order to try to resolve them. This is important as a happy customer is 
more likely to come back and buy from the business again in the future. This can develop customer loyalty 
and help to retain customers and, if the customer is pleased with their purchase, a salesperson may also be able 
to obtain a referral from the satisfied customer. They can also update the customer on new products and build 
opportunities for further sales. Salespeople are also responsible for handling complaints. Good complaint 
management is essential as a dissatisfied customer may make negative comments to others, return the product 
or switch to a competitor for future purchases, all of which is bad for a business.

As good salesperson you should use personal reflective practice and constantly reflect back on your 
personal performance throughout the sales process. You must ensure that you analyse your performance after 
dealings with each customer, whether a sale was made or not. Reflection requires you to take time to think 
about how you are performing at present, how you have performed in the past and how you will perform in 
the future with a view to increasing the number of sales you make. This involves using customer feedback and 
asking yourself questions such as:

• What helped you to succeed last month?
• What stopped you closing sales?
• How well did you perform in your last sale?
• Could you have done anything better?
• How will you do this next time?

Knowledge of your own skills can help you as a salesperson to make improvements, consolidate what you 
do well and come up with ideas to improve your performance to make more sales in the future.

Examination Tip
You need to be able to show your understanding of how a salesperson would follow-up after 
closing a sale and the importance of the follow-up to the salesperson and the business.
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Activities

2.1 Complete the table below showing the stages of the personal selling process and match each statements 
with the correct stage. The first one has been done for you.

• Searching for prospects who can afford the gym fees and are in need of a gym.
• Checking that the new gym member is happy with their purchase.
• Finding the needs and wants of these prospects such as classes or personal trainers.
• Answering queries about access to the gym, fees, equipment, classes etc.
• Arranging for prospects to make a visit to the gym.
• Asking the prospect to join the gym and gaining agreement.
• Giving a tour of the gym, showing the facilities and explaining how the equipment works.

Stage of the personal selling process Activity

Example:
1 Prospecting

Example:
Searching for prospects who can afford the gym fees and 
are in need of a gym.

2

3

4

5

6

7

Chapter 2 Summary

What you have learned:

• The stages of the personal selling process and personal selling activities.

• How prospective customers are identified (prospecting).

• How information is sought before making contact (pre-approach).

• How customers are contacted and persuaded to buy (approach).

• Reasons for presentation and demonstration.

• Clarifying points raised by the customer and dealing with objections.

• Techniques used to close a sale.

• Following up after a sale.
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2.2 Circle the five mistakes in the following paragraph:

Practice questions

2.1 The seller is offering to extend the warranty on a product. What is this process called?

(1)

□ A Negotiating

□ B Close

□ C Follow-up

□ D Approach

2.2 Which one of these is the process of locating new customers?

(1)

□ A Demonstrating

□ B Prospecting

□ C Presenting

□ D Influencing

2.3 Explain one benefit to a business of a salesperson following up after a sale.

(2)

...............................................................................................................................................................................

...............................................................................................................................................................................

...............................................................................................................................................................................

...............................................................................................................................................................................

A salesperson will use passive listening skills to show interest in the customers’ requests and 
queries, ask closed questions to determine specific objections and repeat the features and benefits 
of the product. Requests for clarification and objections should be viewed negatively as the prospect 
not wanting more information so that they can make a purchase decision, but this is the stage 
where many successful salespeople fail and drop out of the process.



Learning Objectives

3.1 Understand customer groups
Understand the different types of customer group, how they can be 
classified, their purchasing trigger points and the role of the business 
customer’s decision-making unit.

3.2 Market segmentation and use of market research data
Understand how and why market segmentation and market research 
data are used to group potential customers and inform and enhance 
sales planning.

3.3 Analysing the sales environment
Understand how a STEEP analysis can be used to identify the factors 
that may impact on sales activities, planning and the wider business 
environment.

3.4 Selling in international markets
Understand the features, advantages and disadvantages of the methods 
of selling in international markets and the factors that need to be 
considered when selling internationally.

CHAPTER 3
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TO PREPARE A SALES 
PLAN
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 3.1 Understand customer groups

Customer groups
Businesses sell to people with different tastes, likes and dislikes. The challenge for a business is to define 
who those people are and how they can be reached. If a business can identify its customers easily by putting 
them into customer groups, it is easier to communicate with them and sell to them. These customers may 
be individual customers, retailers or wholesalers. Retailers are businesses that sell products directly to 
consumers. Many retailers buy from wholesalers who sell in bulk and have access to the national market. These 
in turn buy a large quantity of products directly from distributors or manufacturers.

Where a business sells products directly to individual consumers these are called Business-to-Consumer 
(B2C) transactions. For example, someone buying a television set from an electronics retailer would be a 
B2C transaction. Business-to-Business (B2B) involves the sale of one company’s good or service to another 
company. B2B can offer the raw materials, parts or services businesses need for their production process. B2B 
also describes one business buying the services of another (for example a business may employ an accountancy 
firm to audit their finances). B2B can also be a business reselling goods and services provided by others (for 
example a retailer buying a finished product from a manufacturer). Think about a television set – the purchase 
of components, screens and plastics by the manufacturer and the sale of the television set from the manufacturer 
to the retailer, would both be B2B transactions. Whereas a customer buying a television set from an electronics 
retailer would be a considered as a B2C transaction.

Classification of customers
A business will have many different types of customer. Most businesses will gather all of the data it has on 
its customers in one place, ideally in an electronic format. They will use the data they have from customer 
purchases, such as purchase amounts, addresses, items purchased and payment methods, and use this to classify 
these customers into groups. Customers may be grouped and classified by how much they spend within the 
business (for example high-value customers that spend more than the average customer or conversely low-
value customers who spend less than the average customer). A business may try to convert a low-value 
customer into a high-value customer but should always try to retain all customers whatever their value as their 
purchases from the business provide revenue.

Businesses will concentrate on keeping customers (customer retention), encouraging customers to return 
and make purchases as this can create profitable relationships and so knowing which customers are existing 
or returning and the length of time they have been buying from the business is important. If things go 
wrong, the business can end up with a disappointed customer. This may be because of poor customer service 
or because the product is not as good as a similar product from a competitor. If a business does not deal with 
disappointed customers in the right way, they can become disaffected customers. If these customers become 
upset they may start to tell others about their poor experience, which could in turn damage the reputation of 
the business. A business will therefore need to ensure that a disappointed customer is dealt with promptly and 
correctly to turn them back into a satisfied customer.

Decision-making unit (DMU)
In a B2B context, buying decisions are made collectively. A number of people may be involved in the decision-
making process but not everyone will have the same power. Some people may have more influence on the 
decision to purchase from a business than others and so a business needs to know who the most influential 
person in this process is. The team of decision makers that contributes to the buyer’s decision process is known 
as a decision-making unit (DMU). There are a number of roles in this unit and it is possible for one person to 
have more than one role.
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If a business is to have a successful relationship with a customer, it is important that a business knows and 
understands the roles within the customer’s decision-making unit and how it affects the business selling and 
the customer buying.

• Initiator – The person who recognises the need to be satisfied or the problem to be solved. They will 
try to find a solution to their need/problem by starting a search for a product.

• Influencer – The person who provides information that influences the DMU. Influencers can work 
inside the business or may act as external advisers. Their opinions can carry a lot of influence.

• Decision maker – The person who has the authority to approve purchases. For routine purchases, the 
buyer is usually the decision maker but it may be a senior manager if the purchase is complicated or 
where company policy is involved.

• Gatekeeper – The person responsible for providing information within the DMU. The gatekeeper 
controls the flow of information and so they can have a strong influence on the decision-making process. 
For example, they may have the authority to prevent salespeople from seeing users and deciders. 
Gatekeepers can include technical personnel and even personal secretaries.

• Buyer – The person who has the authority to negotiate with the business supplying the product. For 
example, this might be on the price or terms of contract. Buyers are the people that place the order 
thereby concluding the transaction, for example the purchasing manager who will be trained in buying.

• User – The individual or groups who use or consume the product and get the benefit from it. They will 
be concerned with product performance and ease of use. They may want input on the specification of 
the product being purchased.

Decision-
making 

unit 
(DMU)

Buyer

Influencer

Gatekeeper

User

Decider

Initiator

Figure 3.1 Roles in a decision-making unit (DMU)
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Consumer-purchasing trigger points
Although each sales opportunity may require a different strategy and process, there are predictable points that 
create an opening for a sales opportunity that can be clearly identified when selling. These are referred to as 
‘trigger points’. They are not the same for all customers.

A customer may desire the product. Although it may not be a need or something that they must have, it 
may be a want or something that they would like to have (for example, clothes are a necessity, whilst designer 
brands would be classed as a want). A customer must be motivated to buy the product. Intrinsic motivation 
is an internal interest and enjoyment of a product (for example, a customer may want to purchase a motorbike 
because they love the feeling they get from riding and enjoy the activity itself). Extrinsic motivation is external 
and may be status driven (for example, a customer may want to purchase a motorbike because people will think 
that they are ‘cool’).

Case Study 3.1 Examples of intrinsic and extrinsic 
motivation

• Intrinsic motivation – Athletes who participate in sports because they enjoy them, find them 
interesting, stimulating, and enjoyable are internally or intrinsically, motivated.

• Extrinsic motivation – Athletes who are motivated by financial rewards, medals and/or 
attention from the general public and media are externally, or extrinsically, motivated 
because they participate in sport for a reward that is external to the process of participation.

Although a customer might want to buy a product, their purchase of the product hinges on their ability 
to pay. This might rely on their income level, their disposable income (the amount of net income they 
have available to save, spend or invest after income taxes have been subtracted from their income) or their 
discretionary income (the amount of income they have to save, spend or invest after taxes and necessities 
such as rent, clothing, food, utility bills and other expenses are paid). If a customer cannot make a payment at 
the time of purchase, a salesperson may try to make a credit sale in which the amount owed will be paid by 
the customer at a later date. Repayment is made by instalments until the customer has paid the whole amount. 
A credit sale may rest on the availability of credit to the customer and the attitude of the customer towards 
taking credit. Credit sales include credit terms that indicate when payment is due, if interest will be added or if 
the supplier is offering interest free credit.

Examination Tip
You need to be able to understand the different types of customer groups and how a customer 
may have purchasing trigger points. You will understand the roles within the business customer’s 
decision-making unit (DMU) and the importance to a business of understanding the DMU if it is 
to make sales. You may be asked to apply this understanding in relation to contexts within the 
examination.
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 3.2 Market segmentation and use of market research data

Market research is used to gather data to guide business decisions. This research data provides businesses 
with an insight into its customers and the size, structure and value of the market it is trading in, as well as 
current market trends. Market research will tell the business if there is a gap in the market, the possible market 
segments and the type of good or service these customers want and need, as well as whether the planned good 
or service matches what the customer wants.

A business can also use the data it gathers to identify its target market. This is the group of people who 
are most likely to buy what the business sells. Only a percentage of the general population will buy the goods 
or use the services of a business, so the more accurately it can focus on them the better. If a business does 
not know who it is targeting, it may try to hit multiple customer targets and the effectiveness of its marketing 
activities may be limited by the fact that it is spreading its resources too thinly. It is better for a business to adapt 
its marketing and sales activities to ensure that campaigns are appropriate. If the target market and segment is 
not clear, resources such as money and time will be wasted on activities that are inappropriate. A business will 
also be able to use this research data to inform and enhance sales planning (for example by setting appropriate 
and realistic sales targets and projections and making pricing decisions whilst positioning itself against 
its competitors).

Reasons for segmenting the market
Segmentation means to divide a large market into clearly identifiable segments that have similar needs, wants 
or demands. Segmenting the market allows a business to target groups of customers effectively and to 
identify customers whose needs match the business’s offers. Although small businesses may not need 
to segment customers if they only sell to a small number of customers, businesses with more customers will 
segment them to identify the groups they serve. Segmentation can also help a business to see which customer 
groups are the most profitable. By looking at the activity of different segments, a business can see which groups 
do the most frequent business or spend the most. It can then compare this to the money it spends on advertising 
and selling to them, and consider which are the most profitable.

Ways of segmenting the market
A business can segment by groups of products, by industry or by geography. Geographic segmentation 
divides the market purely on the basis of location, such as ‘where they are’. For example, a business may 
choose to sell its products to customers locally or nationally only, or in certain countries but not in others. 
Geographic segmentation can take many forms, for example domestic versus international, north versus south, 
rural versus urban, warm areas versus cold areas and so on.

The market can also be segmented into a particular group of buyers by using the characteristics of customer 
types, such as ‘who they are’.

Large retail clothing businesses provide good examples of segmenting and targeting audiences. Many have 
a number of brands that target a different audience (such as affordable everyday wear, classic basic clothing 
or reasonably priced luxury wear). The business will then adapt its marketing activities for the segment (for 
example advertising in top-end magazines, on television or on billboards as appropriate). Another good 
example is restaurants. These may adapt their marketing activities by offering food at a low price for office 
workers for example, who may eat out regularly but cannot afford to spend a great deal of money each day 
on lunch. The restaurants may offer fewer menu items, smaller portions and a speedy service as they are 
targeting a large market segment that wants to eat a good meal without paying high prices and with limited 
time available to them. On the other hand, some restaurants will offer high-priced menus as they are targeting 
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wealthy diners who want a complete luxury experience. A business that sells sports shoes might target several 
market segments to include athletes, people who attend running clubs, fashion-conscious girls and middle-aged 
men who want quality and comfort in their footwear. Similarly, a business selling breakfast cereals may push 
its traditional cereals to older customers and its healthy brands to health-conscious customers.

Segmenting the market using the characteristics of customers

Segment Characteristics

DEMOGRAPHIC Age, gender, race, religion, gender, family size, ethnicity, income, education 
level and socio-economic group.
A sample target market profile focusing on demographics might be:
• female teenagers with parents who are college educated and have incomes 

above $55,000
• married men with children who live in households with an income of less 

than $40,000.

GEOGRAPHIC Location and proximity to the point of sale.
A sample target market profile focusing on geography might be:
• people who live in rural areas
• residents in cities.

PSYCHOGRAPHIC Personality characteristics (traits), social class, attitudes and lifestyle.
A sample target market profile focusing on psychographics might be:
• people who like to play tennis and who tend to participate in political causes
• motorcycle enthusiasts who like to go to road rallies.

BEHAVIOURAL Based on their relationship with the product or the business such as spending, 
consumption, usage, loyalty status and desired benefits.
A sample target market profile focusing on behaviour might be:
• customers that tend to make impulse buys to satisfy their desire not to be 

left out of a good deal
• customers that are thoughtful and carefully weigh the benefits of a purchase 

before buying.

Case Study 3.2 An example of a company segmenting its 
customer market (BIC)

BIC is a family-owned company founded in 1954. It is listed on the Paris Stock Exchange, which 
operates in two different markets. It is best known as a world leader in stationery, disposable 
cigarette lighters and shavers but it has also sold water sports equipment such as stand-up 
paddle boards (SUPs), surf and windsurf boards, kayaks and boats since 1979.

The business realises that the customer that wants to buy a pen or a lighter may not be the same 
one that buys a surf board and so uses two different websites to advertise and sell its products, 
https://www.bicworld.com and https://world.bicsport.com.
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Competitor analysis
Competitor analysis is a tool used in order to assess the strengths and weaknesses of a business’s competitors, 
helping to identify opportunities for a business. The number of competitors researched will depend on the 
competitiveness of the market. A business in a competitive market may need to consider many competitors, 
whereas one in a less competitive market can look at fewer. Any business marketing a product the same as, or 
similar to, that of the business is a direct competitor. Businesses offering different or substitute products that 
could satisfy the same need are considered indirect competitors.

A competitor analysis is important to a business because it can help an organisation to understand the 
strategies of its competitors, as well as any advantages/disadvantages it has. It provides information for 
the business to develop strategies to achieve competitive advantage in the future and helps to forecast how 
competitors may respond to a new product or pricing strategy. When undertaking a competitor analysis, the 
business will ask a number of questions about their competitors, for example:

• Who are they?
• What are their activities?
• What is their product range?
• What are their strengths and weaknesses?
• What is their market share?
• How do they threaten the business?
• Which consumer characteristics do they target?
• Does the business have any advantage over the competitor?
• How can the business differentiate itself from these competitors?

Take a car wash business for example, if it were to analyse its competitors it could create an analysis as 
shown below.

Example of a competitor analysis for a car wash

Name Location Price Facilities Strengths Weaknesses How can we 
compete?

King car wash Fair $5 Good Low price Slow service Service

City centre car 
wash

Excellent $7 Good Excellent 
location

Customer 
service poor

Service

Wash and Go Good $8 Excellent Excellent 
facilities

High price Price

Examination Tip
You need to be able to understand how businesses will use market research to gain information 
on customers and competitors, and how and why they use segmentation to group potential 
customers and apply this in a given context.
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 3.3 Analysing the sales environment

All businesses need to conduct various analyses on their businesses to allow them to make informed decisions, 
for example should it launch a new product or expand its current operations? There are many methods that can 
help to conclude about the businesses’ current state before making a decision. A business analysis looks at both 
internal and external factors. SWOT analysis is perhaps the most commonly used technique; STEEP is another.

SWOT analysis
A SWOT analysis looks at the strengths, weaknesses, opportunities and threats of a business. For example, 
are staff skills one of the strengths or the business or are they a weakness? Is the amount of competition in the 
market an opportunity of a threat for the business?

Strengths and weaknesses are part of the internal analysis. It asks questions about the strengths and 
weaknesses of products and businesses in comparison to what is being offered by competitors, such as:

• What does the business do better or worse than others?
• What advantages or disadvantages does it have?
• What factors could help or hinder the business when selling products?
• What could the business improve on?
• What should the business start doing or stop/avoid doing?

Opportunities and threats are part of the external analysis. These could come from within the organisation, 
from the external environment or from competitors. It asks questions about the opportunities the business could 
profit from and the threats that could adversely affect it, such as:

• What opportunities or threats are there?
• What are some interesting trends in the market?
• What are competitors doing?
• Are advancements in technology threatening or strengthening the position of the business and/or the product?

Strengths
Advantages the business has and what is does 
well, for example:
• experienced staff
• excellent brand image
• good range of products
• excellent customer service
• high amounts of capital
• strong research and development capabilities.

Weaknesses
Areas that the business needs to improve on, 
for example:
• high number of product returns
• poor customer services
• high staff turnover
• poor access to technology
• limited resources.

Opportunities
Opportunities that the business could exploit to 
gain an advantage, for example:
• new technology
• increased customer spending
• recent market growth
• trends and changes in tastes and preferences 

of customers.

Threats
Uncontrollable events and obstacles that could 
affect a business’s success, for example:
• increase in competition or competitor activity
• changes in technology that makes your 

product outdated/obsolete
• changes in government regulations that 

could affect sales
• changes in consumer behaviour.

Figure 3.2 An example of a SWOT analysis for a business
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STEEP analysis
A STEEP analysis gives businesses an understanding of the wider business environment by looking at external 
factors and their impact on a business. It can enable businesses to predict future business threats and take action 
to avoid or minimise their impact. It can also enable businesses to identify opportunities and take advantage of 
them. It looks at the social, technological, economic, environmental and political factors that are external to a 
business.

A business will need to know how changes in the external environment may impact on sales activities. For 
example, a change in customer needs could mean that a business sells more or less of a particular product. 
It must understand the market in which it operates in and any market trends (anything that changes that 
market) so it can identify opportunities and challenges to making sales. It also needs to understand what its 
competitors are doing so that it can differentiate from these competitors and attempt to rival them before they 
get too far ahead for the business to compete with.

Case Study 3.3 The market trend to eat less meat

Quorn is the brand name for a high protein meat substitute made from a mycoprotein which is 
fermented in vats from a fungus found in soil. Quorn has been available in supermarkets since 
1985 but saw a massive rise in global sales in 2017 and it is predicted to become a billion-dollar 
brand.

This success has been attributed to the huge increase in the number of people now following a 
vegetarian or vegan diet and its appeal to so-called ‘flexitarians’ who cut down on eating meat 
and poultry as a health and lifestyle choice. Young adults have been moving away from eating 
meat for animal welfare and environmental reasons. Many are unhappy about intensive farming, 
animal living conditions and slaughter. Livestock farming also produces large amounts of the 
greenhouse gases that has been linked with climate change. Quorn has a range of more than 100 
products to include burgers, sausages and fish fingers that it currently exports to 20 countries.

Other companies have also started to embrace this meat-free trend. Dutch supermarket chain 
Jumbo has launched a new range of 40 vegetarian and vegan products. McDonald’s has also 
expanded its range to include a vegetarian burger and is now selling its first ever soy-based 
vegan burger, the McVegan, in Finland and Sweden.

Case Study 3.4 An example of changes in technology 
(Amazon)

In 2012, the online retailer Amazon bought Kiva Systems – a robotics company. To help Amazon 
become more efficient, Kiva’s robots are used to automate the picking and packing process at 
Amazon’s large warehouses. The robots are 40 centimetres tall and weigh almost 145 kilograms. 
They can run at 8kph and carry packages weighing up to 340 kilograms. In 2017, Amazon was 
operating more than 80,000 robots globally. This has cut operating expenses for Amazon by 
approximately 20%.
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A STEEP analysis of external factors

External factor What does it include?

SOCIAL Social factors include demographics, lifestyle, age distribution, education 
levels and the composition of families. Change in the structure and attitudes 
of society can have major implications in many markets and for businesses. 
For example, behavioural change such as an increase in health consciousness.

TECHNOLOGICAL Technological factors include automation, the rate of the technological change 
in the market and industry sector, and advancement in the technological 
capabilities for both the business and its competitors. Technology has an 
impact on manufacturing costs, on the type of goods and services available, 
on distribution channels and on the promotion of products (such as the 
increasing use of social media). For example, customers can now use apps to 
order and pay for a product online.

ECONOMIC Economic factors include inflation rates, interest rates and exchange rates. 
Economic factors are key in determining demand. For example, economic 
growth would affect the amount consumers have to spend on the products 
of a business. Changes in exchange rates would also impact the international 
marketing of a business. A recession would affect the amount customers have 
to spend on the products of a business.

ENVIRONMENTAL Environmental factors include pollution, sustainability and consumer attitudes 
to environmental issues. Businesses will try to minimise their environmental 
impact. For example, through monitoring and eliminating hazardous 
substances from production, instead choosing to use natural materials in their 
products.

POLITICAL Political factors include the impact of tariffs, tax policy and government 
stability. For example, tariffs are a tax placed by the government on imports. 
They raise the price for customers and can lead to a decline in imports. 
Government instability can have an impact on businesses as this may make 
them reluctant to invest in new capital or enter new markets.

 3.4 Selling in international markets

Businesses may decide to try to increase their revenue and profitability by expanding into new markets 
internationally. There are a number of methods of selling in international markets. A business may be able to 
sell to international markets directly. For example, it might be able to sell over the Internet or by exhibiting at 
local trade shows. On the other hand, a business may look for someone who already understands and perhaps 
resides within the local market they wish to enter.

Examination Tip
You need to be able to understand the components of a STEEP analysis and the elements of a 
SWOT analysis, and show how these can be used to identify the factors that may impact on sales 
activities, planning and the wider business environment in a given context.
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Methods of selling in international markets
Exporting is selling into a chosen/specific market. Many businesses, once they have established a sales 
programme, turn to channel partners, agents and distributors to represent them further in that market.

Agents
Agents sell products on behalf of the business or put the business in contact with potential customers on a 
commission basis. They work closely with businesses to represent their interests, and in doing so, become the 
face of the business. As such, choosing the right agent is very important.

Distributors
Distributors are other businesses that buy the imported product and sell it to a local retailer or other agent 
for further distribution until it gets to the end user. The distributor will be responsible for shipping the goods 
abroad and will deal with any paperwork and custom formalities/legal requirements. The advantage of using 
distributors is that they will have an established reputation in the country making it easier to introduce the 
product and will spend money on marketing this new product, which will save the business in marketing costs.

Franchising
Franchising is a method for expanding a business and distributing goods and services through a licensing 
relationship. The person who has come up with a good idea for a business (the franchisor) grants the rights to use 
the business name and sell (franchise) a product(s) to others (franchisees) in a given place. Franchisors specify 
the products that will be offered by the franchisees and provides them with an operating system, brand and 
support. Franchising is one of the most important ways to expand businesses internationally. The business will 
be able to grow across countries and will have the advantage of the franchisee`s knowledge of their own country, 
and be able to make the necessary adaptations to meet the preferences of local customers (see case study 3.5). The 
capital investment made by franchisees to the franchisor is an important source of growth finance for a business.

Case Study 3.5 An example of franchising (McDonald’s)

McDonald’s has been franchising since 1955. It now has 35,000 restaurants in more than 100 
countries around the world.

It has a rigorous selection process to ensure it chooses the right people. To become a franchisee 
you need to buy a restaurant, pay a one-off franchise fee and then pay to train at Hamburger 
University in the USA, Tokyo, London, Sydney, Munich, São Paula, Shanghai or Moscow. The 
training covers everything from how things should look in the store, how customers should be 
served, how long it should take for an order to be taken and delivered to the customer, and how 
employees should be treated. Over almost 60 years, more than 275,000 people have attended a 
Hamburger University.

Once the franchise restaurant is up and running, the franchisee pays monthly fees to the 
franchisor (McDonald’s) based on the sales made, which goes towards the use of McDonald’s 
systems and the amount it spends on marketing.

McDonald’s has adapted its international menus to suit the local tastes of the country it is 
selling in. For example, in India, where the cow is considered a holy animal, its menu includes 
McAloo Tikki™ (made of mashed potato, peas and ‘special Indian spices’), the Chicken Maharaja 
Mac™ (chicken with jalapeño peppers) and McSpicy Paneer ™ (made of cheese and served with a 
tandoori mayonnaise).
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Licensing
Licensing is an arrangement where one enterprise transfers the rights or the use of a good or service to another 
for a fee. This is a particularly useful strategy if the purchaser of the license has a relatively large market share 
in the same market that the enterprise wants to enter.

Joint ventures
In a joint venture, two or more parties agree to pool their resources to sell the product. Each of these parties are 
responsible for any profits, losses and costs associated with the joint venture. The agreement is temporary and 
none of the businesses are bound in the commitment for a long period of time. Although this type of partnership 
can offer advantages, it can also present certain risks as this type of arrangement can be highly complex.

Export houses
Export houses deal directly in the export of goods manufactured by others. They are focused on the export 
market and are experts in their field. They act as intermediaries between the potential buyer and the prospective 
seller who are possibly unknown to each other.

Subsidiaries
Companies that operate in several countries, are called ‘multinational corporations’ (MNC). These companies 
are based in a single country but operate globally. The parent corporation in the home country may be engaged 
in manufacturing, finance or services (for example, Nokia from Finland and the American fast-food chain 
McDonald’s). Subsidiaries are the companies owned by the MNC that operate overseas.

The factors that need to be considered when selling internationally
There are several important factors to consider when dealing with international markets, as although exporting 
products abroad can bring rewards, it also poses financial, product and operational risks. The business must 
understand the industry structure and will need to consider the accessibility and proximity of the market it is 
trading with. A business must always ensure that it has carried out research into the standard practices of the 
countries it is exporting to and make necessary precautions to ensure it can export its goods safely and without 
difficulty. Operational considerations, such as shipping and logistics, have to be thought about as setting up 
an efficient and cost-effective process for moving goods is essential for successful international growth. The 
business strategy for exporting goods will also need to include adapting its home-country marketing strategy 
to make it effective internationally, which may include re-designing packaging, product literature, advertising 
and point-of-sale material. The product literature may need to be translated into different languages and tone 
of voice and communications may need to be reviewed to align its message with the country it is exporting to.

The predicted demand for the products, possible competition and any modifications that may be needed to 
sell the product abroad, will need thorough investigation. Before deciding to enter an international market, a 
business will need to consider the needs of the market and any potential costs associated with entering that 
market before it decides to enter. It will also need to consider the costs associated with adapting products 
to meet the needs of the new market. It must be sure that that product will sell as this can be a considerable 
undertaking that will probably require a substantial investment of time and money.

The political climate at home and abroad also needs to be considered. The government of the home country 
may be encouraging businesses to pursue overseas trade opportunities and may have programmes to help with 
exporting goods. On the other hand, there may be political instability or unrest at home or overseas that could 
make international trade difficult, and investing in different countries whose political regimes can change over 
time, can also pose risks as governments could change laws, regulations or contracts with a negative impact on 
the exporter. Economic factors will also need to be considered (political and economic factors are covered in 
the STEEP analysis in the previous section 3.3).
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It is important when selecting an international market to keep in mind the customers’ needs, behavioural 
and cultural norms, traditions, religions and gender roles. The preferences of a young customer in Singapore, 
for instance, will differ from that of a young customer in Greece or Malta. A business that tries to appeal 
directly to a particular religious group, runs the risk of alienating those with different beliefs and a business that 
causes offence to a large group of believers by not observing the correct rules or using inappropriate packaging 
or marketing, may find a drop in sales.

Case Study 3.6 An example of a business targeting 
religious customer groups (Forever 21)

Forever 21 is an American value-priced clothing retailer whose target market is mostly female 
and aged between 12 and 24. The business has attracted some negative attention for allegedly 
‘pushing’ religion onto its customers. This is because it prints a reference to a Christian Bible 
verse on the bottom of all of its carrier bags – John 3.16.

The verse reads ‘‘For God so loved the world that he gave his one and only Son, that whoever 
believes in him shall not perish but have eternal life.’

In an interview in 2012, the founder, Do Won Chang, gave the American news network CNN a 
reason for the reference on the bags, saying: “The love he gave us, by giving us his only son, Jesus, 
was so unbelievable to me. I hoped others would learn of God’s love. So that’s why I put it there.”

Examination Tip
You need to be able to show understanding of the features, advantages and disadvantages of 
the methods of selling in international markets and the factors that need to be considered when 
selling internationally in a given context.

Chapter 3 Summary

What you have learned:

• The different types of customer groups the different classification of customers and why 
these are important when selling.

• The different roles within a customer’s decision-making unit, consumer purchasing trigger 
points and why these are important when making a sale.

• Why a business would choose to conduct market segmentation, market research and 
competitor analyses, and the how this can impact on sales.

• How to analyse the external sales environment using STEEP and SWOT, and the impact of 
the changing external environment on sales activities.

• The different methods of selling in international markets and the factors that need to be 
considered when selling internationally.
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Activities

3.1 Carry out some online research and identify five business competitors for Samsung in the smartphone 
market.

1 ............................................................................................................................................................................

2 ............................................................................................................................................................................

3 ............................................................................................................................................................................

4 ............................................................................................................................................................................

5 ............................................................................................................................................................................

3.2 Complete a SWOT analysis for a business by putting each of the following ten points into the correct 
boxes in the table below.

• Imitation
• Loyal customers
• High labour costs
• High selling prices
• High profit margins
• Strong brand image
• Expand product range
• Aggressive competition
• Limited distribution network
• Expansion of distribution network

IN
TE

RN
AL

Strengths Weaknesses

EX
TE

RN
AL

Opportunities Threats
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Practice questions

3.1 Which one of these is a role in a customer’s decision making unit (DMU)?

(1)

□ A Influencer

□ B Retailer

□ C Exporter

□ D Distributor

3.2 Which one of these is part of a STEEP analysis?

(1)

□ A Ethical

□ B Threats

□ C Strengths

□ D Economic

3.3 Explain one benefit to a business of carrying out a competitor analysis.

(2)

...............................................................................................................................................................................

...............................................................................................................................................................................

...............................................................................................................................................................................

...............................................................................................................................................................................





Learning Objectives

4.1 Sales plans
Understand the purpose of different planning functions and how they 
influence the content of a sales plan.

4.2 Sales targets
Understand how to set SMART sales targets and why these are 
important.

4.3 Sales forecasting
Understand how to identify and interpret trends drawn from market and 
sales data, and how these trends can influence sales forecasts and plans 
using different methods of forecasting.

4.4 Measuring sales performance outcomes
Understand the ways in which sales performance can be measured and 
interpreted, and the implications for future sales plans.

CHAPTER 4
SALES PLANNING 
AND MEASURING 
PERFORMANCE
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 4.1 Sales plans

Planning is an important part of running any business, regardless of whether it is large or small. Plans can 
provide a reference point for the business to return to at any point to determine whether the business is on target 
and if not, allow it to make changes to get back on track.

Planning function
A strategic plan outlines the mission, vision, high-level goals and long-term objectives for the business for 
the next three to five years. It also takes into account how they will be measured and the major projects that 
will be taken on to meet the mission, vision, high-level goals and long-term objectives for the business. An 
operational plan (also known as a ‘work plan’) is an outline of what a department will focus on in the near 
future, usually the upcoming year. Put simply, the strategic plan shares the vision for the future, while the 
operational plan shows how the business will get there on a daily, weekly or monthly basis. Where strategy 
refers to a direction toward a goal, tactics are the actions taken to support that strategy. Where strategy is long-
term, tactics tend to be short-term, responding to opportunities and threats. For example, setting the mission 
statement is a strategy but the day-to-day decisions on sales would be the tactics.

As part of the planning function a business will write a sales plan. This is a strategy that sets out sales 
targets and tactics for the business, and identifies the steps it will take to meet its targets. A sales plan sits 
within, or alongside, a marketing plan to direct the efforts of the sales team. A business will write a sales plan 
as it will help them to define its sales targets and choose sales strategies that are suited to its target market. Most 
businesses develop or update sales plans every six or 12 months.

The typical elements of a sales plan

Market research trends
A sales plan is similar to a traditional business plan but focuses specifically on the sales strategy of the business. 
Sales plans are commonly written by entrepreneurs, sales executives and sales managers, although in a small 
business anyone who is involved in delivering the sales plan may help to create it. The first step to developing 
a good sales plan is ensuring that there is understanding of the market. To do this a business will need to carry 
out market research looking at target market segments and numbers in each, its current market position and 
the position of its competitors. The sales plan will also include market research about emerging or forecasted 
trends in its chosen market (this is covered in further detail in Chapter 3).

Objectives
The sales plan will link back to the objectives set by the business. These are measurable targets that the business 
must meet in order to achieve its aims. Objectives apply to the actions and goals the business wants to achieve, 
usually within a financial year. They focus on what the business will do to get there and are usually described 
as targets and numbers (for example, an objective could be to improve the sales revenue of the business by 
10%). Once the objectives for the year have been decided, milestones and targets are created to outline how the 
objectives will be achieved before being given to the relevant teams/departments and individuals to carry out. 
The objectives, milestones and targets will be regularly monitored and measured. Business objectives usually 
list short-term (year 1 or year 2) or medium to long-term objectives (year 3 to year 4).

Organisational structures, budgeting, forecasting and timelines
An organisational structure refers to the formal way a business is organised internally to enable all employees 
to carry out their individual roles as part of their job. The sales force will be structured to allow the business 
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to organise is sales activities. A business will need to make clear who is part of each sales team and what their 
roles and responsibilities are. The business will allocate a budget for actions within its sales plan. This is a 
financial plan that identifies, estimates and itemises future income and spending. By comparing the budget 
forecast of the predicted sales and revenues with the actual sales and revenues, performance can be checked 
and weaknesses identified. This can help control finances by restricting unnecessary spending and allowing 
businesses to take action before problems get out of hand. The person managing the budget is known as the 
budget holder. They will plan and create budgets by look at previous budgets to see if where they overspent 
or under-spent, and the lessons that can be learnt from these. The budget will then be monitored and variances 
dealt with (variances are covered in more detail in Chapter 3). A business plan should be a ‘living’ document 
that includes a timeline outlining all of the necessary actions and identifies the person responsible for each. 
If a business has regular milestones it can ensure that it knows if it is on track, ahead or behind in meeting its 
targets.

Control measures
To ensure the success of the sales plan, control measures must to be in place to monitor the plan’s progress. As 
the sales plan moves along, the control measures are constantly analysed to determine how the plan’s actual 
performance compares to the projected performance. This will allow for the reporting and evaluation of key 
performance indicators (KPIs). KPIs could cover the number of sales, customer satisfaction, finance and 
budgets, for example. All KPIs in the sales plan must be relevant, measurable and actionable. As a sales plan is 
a prediction only, it will also include contingency plans covering key areas of risk. Contingencies are usually 
activated when revenue is likely to drop because of unexpected events in the market that are out of the control 
of the business such as increased competitor activity, sudden decreases in customer demand, problems in the 
supply chain or loss of a vital team member. They could also be triggered by increases in demand or market 
opportunities. A good contingency plan will set out the actions the business will take in the event of a threat or 
problem. Having a contingency plan in place means that a business can respond quickly to changes and protect 
itself against risk. For example, it can set out the prices the team can offer if a competitor cuts prices to maintain 
sales or if a valued customer takes their business to a competitor, it can identify customers or prospects where 
it could increase business to cover the loss (customer prospecting is covered in more detail in Chapter 1).

Examination Tip
You need to be able to understand the different planning functions, how they come together to 
make a sales plan and how and why that plan is monitored and controlled.

 4.2 Sales targets

Sales targets indicate the sales needed by a business in a given period. These are often identified for the year 
ahead, by quarter and month. A business can make these targets specific for a market segment, a region and/or 
for each member of the sales team. These targets may be set by value (for example a business might set a total 
target of $15 million in annual revenue), or by volume (for example 50 new customers or 200 sales). When 
setting sales targets a business may also break these down by customer type (for example new customers who 
have never bought from the business before, existing customers and past customers that can be encouraged to 
return). They may further break down targets by activity (for example the number of new contacts to made, 
leads to be generated and leads converted to sales). Some businesses may also specify the number of phone 
calls and face-to-face meetings team members should make each day or per week.
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Sales targets should align with the overall business objectives. This allows a business to set clear goals 
for team members to work towards incentives and bonuses that motivate, reward and continually measure, 
challenge and improve sales performance. Having realistic sales targets also helps a business to track sales 
progress within a period and adjust as required to meet its market and business needs (objectives are covered 
further in section 4.1).

SMART targets
Many businesses will set sales targets using the SMART acronym. SMART targets are important as businesses 
that have these succeed because they are clear about what targets they are trying to achieve and how they will 
achieve them. For a business to say they want to make more sales is too general a target. It is difficult for a 
business to measure performance and know if the target has been achieved unless a specific number or 
percentage is given to each target. Time-bound targets help with activity planning as they give a deadline for 
when something must be achieved so that the business has a date to aim for and can check that the target has 
happened on time. Team members will also be more motivated to try and ensure targets that are achievable 
and relevant are fulfilled, which will benefit the business. 

Specific– The precise
number or percentage of

what the business wants to
achieve.

Measurable – Quantifies the
objectives so the business

can monitor progress.

Achievable – Are they
feasible, and within the
ability of the business?

Realistic – Does the business
have the resources needed
to make these objectives

happen?

Time-bound – What is the
timeline? What time/date

must the objective be
achieved by?

Figure 4.1 Setting SMART objectives
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Case Study 4.1 Some examples of smart targets

• Break into a new market segment by adapting an existing product for the market with a 
sales revenue of $20 000 by 2021.

• Increase the average sale per customer by 10% using add-on sales by the end of quarter 3.

Examination Tip
You need to be able to set SMART sales targets for a business in a given context and understand 
why these targets are important to a business and when planning and measuring performance 
for sales.

 4.3 Sales forecasting

Purpose of forecasting
A business will make a number of forecasts to include the number and value of sales it expects to make. 
Using these forecasts, a business can set targets and decide on the ways in which it will achieve them. This 
will include setting staffing levels by identifying the sales team members responsible and determining the 
sales budget by identifying revenues and costs. A forecast can also be used to inform future sales tactics to 
achieve its objectives (for example training team members in offering add-on sales or finding customers in a 
new market segment).

A business will identify trends from data gathered through market research to analyse its current market 
position (including any strengths, weaknesses, opportunities or threats) and its competitors’ strengths, weakness, 
opportunities and threats, for example.

Methods of forecasting
The forecasts used may be based on the opinion of experts or the sales force, based on market research or 
past performance by extrapolating it from historical sales data. A business can use these forecasts to identify 
and interpret data on market share and sales performance. This might be by considering the number of new 
customers it has gained each year and how many it lost, the average volume of sales made to each customer or 
how many products it currently sells per year or per month, for example.

Factors affecting sales forecasts and plans
As a sales plan contains sales forecasts, it is therefore representative of a prediction of sales only, which means 
there are a number of factors that can affect it. This could be a growth or decline in the market, changes in 
the external environment and/or competitor activity (this is covered further in STEEP analysis for sales 
planning in Chapter 3). Additionally, a business may already have plans to make changes to the product 
itself. As a product moves through its life cycle, the level of promotional activity may be increasing or 
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decreasing and can have a proportionate effect on sales. There may also be more or less human and physical 
resources available to carry out the objectives/tactics in the sales plan.

Monitoring will be needed to ensure the sales plan is successful. Good practice would be to identify in the 
sales plan how sales results will be monitored, who will record and check these results, and how regularly this 
will occur. Monitoring the sales plan on a regular basis will allow the business to make revisions, reallocate 
existing and/or allocate extra financial, human and physical resources as required.

An example of interpreting sales data

The table shows the total sales revenue and sales revenue targets for a business, plus the total 
value of the market over a four-year period.

Year 1
($000)

Year 2
($000)

Year 3
($000)

Year 4
($000)

Total sales revenue  75 105 145 150

Sales revenue target  75  95 120 130

Total value of the market 300 330 360 390

The figures in the table show that:

• The total value of the market is stable and is increasing steadily from 300 to 390.
• Total sales revenue is increasing, with the biggest increase in revenue from year 2 to year 3, this 

then slowed between years 3 and 4.
• Total sales revenue has equalled or outperformed the sales revenue target every year.

Examination Tip
You need to be able to identify and interpret trends drawn from given market and sales data, and 
show understanding of how these trends can influence sales forecasts and plans using different 
methods of sales forecasting.

 4.4 Measuring sales performance outcomes

The measurement of financial performance is an important part of running a business as many businesses fail 
because of poor financial management or planning. Most businesses will use accounting-based sales measures 
to measure their sales performance outcomes.

Accounting-based sales measures and sales activity measures

Revenue achieved and sales activity measures
Sales activity may be measured in a number of ways, for example by sales volumes, the numbers of calls or 
visits per person, the numbers of leads generated per person or the number of sales per person. Sales revenue 
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is the income a business receives from the sales of its goods and services. Businesses will calculate their total 
sales revenue by multiplying the number of sales by the products price per unit.

Profit margins
One of the most important areas of financial performance is profitability. This is the ability to make a profit 
by generating revenue that exceeds the overall expenditure (all costs, taxes and expenses). A business must 
consider all the related costs involved in achieving a sale. Marketing activities, production and supply costs can 
all affect the amount of sales a business needs to make a profit.

There are two types of profit; gross profit and profit for the year. Gross profit is the amount of profit a 
business makes before it takes away the average cost of production. This is the amount a business has to spend 
to produce the goods and services. The business will subtract the average cost of production from the sales 
revenue to calculate the gross profit. Profit for the year is the amount of profit the business has left after all the 
expenses (fixed costs such as rent and operating costs such as the wages of the sales team) have been taken away 
from the gross profit figure. The profit margin indicates the profitability of a product or business. It is expressed 
as a percentage; the higher the percentage, the more profitable the business. Knowing the profit margin means 
that a business can identify products making the most profit and focus on selling them. While any profit is good 
profit, successful businesses concentrate on achieving higher sales targets for their more profitable items.

An example of calculating sales revenue, gross profit and profit for the year

Kai has a shop that makes and sells cakes. In Kai’s cake shop, the revenue comes from the sales of 
cakes.

Kai sells his cakes at $3 each and wants to work out how much gross profit he is making on each 
cake. To do this he uses the following formula:
• Sales: $3 each cake
• Cost of sales: $1 for flour, eggs, butter and sugar to make each cake
• Gross profit per cake: $3 sales – $1 cost of sales per cake = $2 per cake

Kai hopes to sell 1 000 cakes this year. To work out his gross profit for this period he uses the 
following formula:
• Total sales revenue: 1 000 cakes at $3 = $ 3 000
• Gross profit for 1 000 cakes: $3 000 total sales revenue – (1 000 cakes x $1) = $2 000

Kai now wants to work out his profit for the year if he sells 1 000 cakes. He uses the following formula:

Profit for the year for 1 000 cakes: $2 000 gross profit – $800 costs for rent, wages and bills = $1 200

Sales variance reporting (actual versus target)
By comparing the sales budget that forecasted the predicted sales and revenues with the actual sales and 
revenues, sales performance can be checked. Any difference between the budgeted sales figures and the actual 
sales figures is known as a variance. There are two types of variance; favourable (better than predicted) and 
adverse (worse than predicted). Many businesses will look at sales price variances and sales volume variances. 
An adverse variation in price indicates that sales were made at a lower price than the standard. This might have 
been because prices were dropped to compete more effectively or special offers and discounts were given. A 
favourable variation in price indicates that sales were made at a higher price than the standard, perhaps due to 
a lack of competition in the market. An adverse variation in sales volume indicates that less products were sold 
than expected, perhaps due to a decrease in demand or increased competition in the market, a favourable sales 
revenue indicates the opposite of this.
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An example of sales variances

Favourable variance:
Sam’s Café planned to generate $1 500 of revenue from sales of meals in January and actually 
received $1 600.

Variance = $1 500 – $1 600 = $100 (FAVOURABLE variance)

This means $100 more sales revenue was made than was budgeted for.

Adverse variance:
Sam’s Café planned to generate $1 500 of revenue from sales meals in February and actually 
received $1 300.

Variance = $1 500 – $1 300 = $200 (ADVERSE variance)

This means $200 less sales revenue was made than was budgeted for.

Customer relationship measures
As customers are the most important part of any business, it is important that they are kept happy as only 
satisfied customers will be interested in buying and may also refer other consumers to buy. Customer 
satisfaction can be measured by product, with the salesperson and/or with the business. A business will use 
customer relationship management to ensure that it can maintain a high-quality and long-term relationship 
and secure future business. This measurement is essential for business to understand that their sales strategies 
are correct.

A business will measure both its retention and churn rates. Retention rates show the percentage of 
customers the business has kept over a given period of time (for example if a business retains 1 950 out of 
every 2 000 customers per year the retention rate would be 97.5%), whilst churn rates show the percentage 
number of customers that leave (for example if a business loses 10 out of every 200 customers per month they 
would have a churn rate of 5%). Obviously a business will want to keep retention rates high and churn rates 
low.

Implications of sales performance
The performance of and outcomes from the sales plan will be used to prepare future sales plans. 
Underperformance can be noted and targeted, and best practice in the sales team can be identified and 
promoted. Future budget allocations can be set and personnel and human resource implications such as 
future staffing and training can be considered.

Examination Tip
You need to be able to show understanding of the ways in which sales performance can be 
measured and interpreted, and the implications of these measurements for future sales plans. 
You will not be asked to calculate these accounting-based sales measures in an exam but you 
should understand how these are calculated.
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Activities

4.1 Complete the table by putting the correct definition next to each of the terms indicated:

Plan Definition

STRATEGIC PLAN  
 
 
 

OPERATIONAL PLAN  
 
 
 

SALES PLAN  
 
 
 

4.2 Circle five mistakes in the paragraph below:

Chapter 4 Summary

What you have learned:

• Sales plans to include the planning function and the typical elements of the sales plan.

• How to set sales targets by value or volume.

• The features of SMART sales targets and why these are important.

• How to identify and interpret market and sales trends from given data.

• The purpose of sales forecasting in influencing the sales plan.

• Methods of forecasting and factors affecting sales forecasts and plans.

• How sales performance outcomes are measured and interpreted to include accounting-
based sales measures, sales activity measures and customer relationship measures.

• The implications of sales performance on future sales plans.

The profit margin indicates the profitability of a product or business. It is expressed as a percentage; 
the lower the percentage, the more profitable the business. Knowing the profit margin means that 
a business can identify products making the least profit and focus on selling them. While any profit 
is good profit, unsuccessful businesses concentrate on achieving lower sales targets for their least 
profitable items.
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Practice questions

4.1 Which one of these measures customer relationships?

(1)

□ A Revenues achieved

□ B Retention rates

□ C Variance reporting

□ D Budget allocation

4.2 Which one of these is a method of forecasting?

(1)

□ A Based on market research

□ B Based on promotional activity

□ C Based on tactical planning

□ D Based on business objectives

4.3 Outline one benefit to a business of the sales plan containing a contingency plan.

(2)

...............................................................................................................................................................................

...............................................................................................................................................................................

...............................................................................................................................................................................

...............................................................................................................................................................................

...............................................................................................................................................................................

...............................................................................................................................................................................

...............................................................................................................................................................................

...............................................................................................................................................................................

...............................................................................................................................................................................

...............................................................................................................................................................................

...............................................................................................................................................................................

...............................................................................................................................................................................

...............................................................................................................................................................................
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4.4 Mobeena runs a café bar. Research has showed an increase in the popularity of people learning to dance. 
As such, Mobeena is planning to introduce dance classes to attract more customers. She would charge 
$10 per session. She will have to hire a dance tutor for each session and advertise the classes which would 
add to her costs.

Mobeena has produced the following sales forecast:

Table 1

Dance classes August September October November

Number of customers  40  80   100  60

Sales price ($)  10  10    10  10

Planned revenue ($) 400 800 1 000 600

Using the information provided, analyse the data in Table 1 and report on Mobeena’s forecasts and the 
possible implications for her business.

(9)

...............................................................................................................................................................................

...............................................................................................................................................................................

...............................................................................................................................................................................

...............................................................................................................................................................................

...............................................................................................................................................................................

...............................................................................................................................................................................

...............................................................................................................................................................................

...............................................................................................................................................................................

...............................................................................................................................................................................

...............................................................................................................................................................................

...............................................................................................................................................................................

...............................................................................................................................................................................

...............................................................................................................................................................................

...............................................................................................................................................................................

...............................................................................................................................................................................

...............................................................................................................................................................................

...............................................................................................................................................................................
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Learning Objectives

5.1 Features of account management
Understand the features of account management and its advantages to 
the business and its customers.

5.2 Key accounts features
Understand how to identify potential key accounts and the advantages 
of establishing sellers and customers as key accounts.

5.3 Customer relationship management (CRM)
Understand the advantages and disadvantages of using customer 
relationship management (CRM) software for account management.

5.4 Challenges of account management
Understand the challenges and risks of account management and how 
they can be addressed.

CHAPTER 5
ACCOUNT MANAGEMENT
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 5.1 Features of account management

Features of account management
An account is a company or individual that a seller is or was doing business with. Account managers act as 
the first and day-to-day point of sales contact for a buyer and usually work within the sales department of a 
business. They may be dedicated to a single account or look after several as part of a portfolio of accounts. 
Their role is to meet company targets to generate sales for an account or a portfolio of accounts 
by ensuring that every client they look after gets the best service possible and keeps on buying from the 
business.

Typical duties for an account manager could include working with clients, identifying their needs and putting 
together proposals to suit their requirements or identifying new sales opportunities. Account managers are 
also tasked with growing existing accounts, for example through upselling and cross-selling (this is covered 
further in Chapter 1). They will manage clients, chasing up any requests and keeping clients informed with 
specific information regarding the daily operations of the company and keeping the customer updated on 
new business or product developments. They will deal with any issues or complaints from clients and solve 
any conflicts that arise. They will set up budgets with the client and manage these budgets and any payments. 
An account manager must use time management skills effectively as it is important they meet deadlines for 
accounts. They are also responsible for coordinating the sales team and staff members in other departments 
who work on the same account.

Advantages of account management
Account management is advantageous to a business as it can improve profitability by improving customer 
relations and so improve customer retention. Account management means that market intelligence is 
enhanced, which can lead to an understanding of new opportunities and opportunities for value creation; the 
potential to create an increase in the worth of products or of a business. It will also allow the business to create 
a good reputation for customer service.

There are also advantages to the customer of establishing an account as this can establish an ongoing 
relationship with the customer, therefore the seller will know and be able to address each customer’s 
needs. Trust can be built between the customer and the business which helps with loyalty and retention 
and, if any issues arise, the business will be able to resolve these with speed. Existing customers can 
be provided with the best after-sales service (the service that is provided after goods or services have 
been sold such as warranties or guarantees, upgrades or repair services), be kept informed about the price 
and value of products and may be offered trade discounts and/or other benefits in order to maintain their 
business.

Examination Tip
You need to be able to understand the features of account management, its advantages to the 
business and its customers. You should be able to apply this understanding to a given context 
in the examination.
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 5.2 Key accounts features

Key account management is used by Business-to-Business (B2B) suppliers to manage their relationships 
with important customers. Key accounts come from a relationship where the seller and the customer are 
strategically aligned.

Identifying potential key accounts
A key account manager will manage and support the development of specific, profitable client accounts. They 
will establish relationships with those customers that have a significant impact on achieving the objectives of 
the business. Key accounts are chosen because the seller believes that these accounts will significantly benefit 
the company. The way that each business determines who these key customers are, how to approach them and 
what they would like to gain by working with them, will change from business to business but it may involve 
researching the client’s current business plan, objectives and overall financial health. A business will need to 
have a clear, strict definition of what is meant by a key account. The more detailed and specific the criteria, the 
better, as these customers will receive a great deal of the businesses’ time, energy and resource. A key account 
is not chosen on sales revenue alone.

The main criteria for identifying potential key accounts are:

• Potential for growth – These are usually large or fast-growing customers with significant influence in 
the target industry sector or market.

• Potential for value creation – This is the potential to create and increase the worth of products or of 
a business.

• Potential for innovation and for creating new opportunities – This can encourage a business to 
develop faster and transfer learning and sales potential to other key customers.

• Willingness to collaborate – By inputting resources and developing approaches with like-minded people.
• Compatibility of behaviour – They have excellent in-business procedures and would be good 

customers to do business with, keeping with promises and actively preferring the business as a supplier.
• Alignment of corporate values – They share similar business values to the seller.

Advantages of key accounts
Key accounts provide advantages to both the seller and the buyer.

The advantages to the seller are sales growth through higher transaction volume, value-added sales and new 
opportunities; cost reduction through shorter buying processes and decision times because the seller will know 
customers’ specific needs and requirements as the seller develops a deeper relationship with the buyer; and market 
share is sustained as customers are retained and remain loyal, and competition from other sellers is thwarted.

The advantages to the customer are the enrichment of customer relations as a customer’s specific needs 
can be addressed and or customised and feedback to customers is faster. Customer issues can also be resolved 
quickly which promotes customer loyalty and retention.

Examination Tip
You will need to understand the main criteria for identifying potential key accounts, the 
advantages of key accounts to both the sellers and the customers, and be able to apply this to a 
given context.
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 5.3 Customer relationship management (CRM)

Customer relationship management (CRM) is a way of managing a business’s relationships and interactions 
with both existing and potential customers. Many businesses use CRM software, to record, report and analyse 
the interactions between the business and its customers. A CRM system can be used to manage contacts, sales 
and productivity, for example. The aim of a CRM system is to improve business relationships through tracking 
prospective customers with an aim of acquiring them as customers and tracking existing customers to ensure 
customer retention.

The advantages of CRM
There are many advantages of a CRM system to a business. It can increase sales as it improves productivity 
in sales and account planning, market planning and order management for the seller. Businesses can use 
CRM software to give a clear overview of their customers by recording customer contact information such 
as telephone numbers, email addresses, website addresses and social media profiles, as well as the history of 
customer interactions such as emails, phone calls, meetings, presentations and leads. It can include customer 
likes and dislikes, and their feelings about products and brands. It can also collect and add other information 
automatically, such as news about the recent activity of a buyer and it can store details such as a client’s 
personal preferences on communications.

CRM systems organise this information to give a complete record of a customer so that a business can 
better understand its relationship with any given customer over time. It ensures that enquiries from potential 
customers/leads can be captured, logged and used in the future when promoting new or existing products, 
upselling and/or cross-selling (this is covered further in Chapter 1). It enables better collaboration with 
customers and existing customers can be targeted as the software can capture specific details on customer 
profiles and requirements.

Information is held centrally so that different parts of the business can input and access information, allowing 
the business to make more informed decisions. One feature of CRM systems is the creation of automated 
and personalised birthday emails. Sending annual birthday greetings to customers is an easy way to keep the 
business in their minds and promote a positive relationship between the seller and the buyer.

The disadvantages of CRM
Whilst many businesses report that the advantages of CRM systems far outweigh the disadvantages, not all 
businesses need a full CRM system. For example, for a small business, such as a sole trader or one with 
typically very few leads and little repeat business, the costs of CRM software may outweigh the advantages of 
having the system.

A CRM system relies on all data being correct, otherwise it cannot give accurate results. The business 
must also keep all customer data secure and confidential as this a legal requirement under data protection laws 
and regulations.

Implementing a CRM system might involve considerable time and expense. There will be the initial cost 
of the programme or software subscription, as well as the ongoing costs associated with using the software 
(such as the payment of software developers and system administrators) and maintenance costs to keep the 
software running and ensuring the data is not lost. Security issues have to be considered such as data hacking, 
information loss and power outages causing data loss. As a result, downtime might be needed for system 
upgrades and security patches to be installed or to back up the information. Staff will need training with 
running software and although this might not be a problem in a small business, in a large business this may 
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mean scheduling a training programme for all staff. This means that staff members have to take time out from 
their role to train, which reduces productivity.

The business will also need to ensure that the CRM system is compatible with existing systems the 
business may use, especially if information is to be gathered and shared. There is also a reliance on the 
programme making decisions which can be problematic if the system goes down/offline.

Examination Tip
You need to be able to understand why businesses use customer relationship management 
(CRM) software, the advantages and disadvantages of using a CRM system and be able to apply 
this to a given context.

 5.4 Challenges of account management

The purpose of account management is to provide outstanding customer service and to keep accounts running 
as smoothly as possible. This can create challenges. Sales, marketing, customer service, operations and finance 
activities will need to be co-ordinated across the business and the right persons aligned to each task. The seller 
will also need to collaborate with customers and ensure timely communication of response to opportunities, 
customer claims and marketing activities. There is also the issue of changes in customers’ and/or business 
needs occurring more frequently than anticipated.

Account management also has a number of risks. The seller may overestimate the strength of the customer 
relationship with the buyer. Misunderstanding or misreading the relationship a business has with a buyer may 
cause the seller to make a decision or a strategic move that is not supported by the buyer. Opportunities may 
be missed and sales revenue lost if the salesperson does not convert prospects into customers or retain current 
customers. There may be personality conflicts between the salesperson and the buyer which could lead to 
sales being lost. If the seller underestimates the competition this can lead to having a biased view on the 
capabilities of the business, which can cause the seller to become complacent. This can lead to a drop in sales 
performance. Lastly, if the account manager has poor time management they may not meet deadlines for 
accounts and may struggle to co-ordinate the sales team and staff members in other departments who work on 
the same account, thus putting sales at risk.

Examination Tip
You need to be able to show understanding of the challenges and risks of account management 
and how they can be addressed in a given context.
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Activities

5.1 You work in sales at a large business, and have been asked to explain to your manager why the business 
should purchase CRM software.

Prepare a bulleted list for your manager giving five reasons why you think the purchase of CRM software 
is a good idea for the business.

1 ............................................................................................................................................................................

2 ............................................................................................................................................................................

3 ............................................................................................................................................................................

4 ............................................................................................................................................................................

5 ............................................................................................................................................................................

5.2 Circle five mistakes in the paragraph below:

Chapter 5 Summary

What you have learned:

• The features of account management and the advantages to both the business and the 
customer of establishing an account.

• How to identify key accounts and the advantages to both the seller and the customer of key 
accounts.

• The advantages and disadvantages of customer relationship management (CRM) software to 
a business.

• The challenges and risks of key account management and how they can be addressed by a 
business.

Account management is advantageous to a business as it can reduce profitability by improving 
customer relations and so customer churn. Account management means that market intelligence is 
enhanced, which can lead to a misunderstanding of new opportunities and opportunities for value 
creation, the potential to decrease an increase in the worth of products or of a business. It will also 
allow the business to create a poor reputation for customer service.
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Practice questions

5.1 Which one of these is an advantage to the customer of establishing an account?

(1)

□ A Sales opportunities are improved

□ B Company objectives are clear

□ C Seller’s profits are increased

□ D Buyer’s needs are addressed

5.2 Give two criteria for identifying potential key accounts.

(2)

1 ............................................................................................................................................................................

...............................................................................................................................................................................

2 ............................................................................................................................................................................

...............................................................................................................................................................................

5.3 Explain one disadvantage of customer relationship management (CRM) for a business.

(2)

...............................................................................................................................................................................

...............................................................................................................................................................................

...............................................................................................................................................................................

...............................................................................................................................................................................
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A
Advertisement – A message that promotes a product or a service, or gives information to the public.

After-sales service – The service that is provided after goods or services have been sold; the way a business 
treats a customer after a sale.

AIDA – An advertising model that shows the stages a customer goes through when engaging with and purchasing 
a good or service. The acronym stands for awareness, interest, desire and action.

B
Bankruptcy – A legal status where a person or business cannot pay their debts.

Bonus – A sum of money that is added to a salesperson’s wage or salary as a reward for good performance as 
a one-off payment.

Brand – A name/term/sign/symbol/design intended to identify the products of a seller and to differentiate them 
from similar offerings from competitors.

Bribe – Dishonestly to persuade someone to do something by giving something of value.

Business aim – A statement of what a business is trying to achieve, also known as a goal or target.

Business objectives – Stated, measurable targets of how a business achieves its aims.

Business-to-Business (B2B) – The selling of one company’s good or service to another company.

Business-to-Consumer (B2C) – The selling of products (goods or services) directly to the consumer.

Business strategy – How a business intends to achieve its business aims and objectives.

C
Churn rates – The annual percentage rate at which customers stop subscribing to a service.

Cold-calling – Telephoning or visiting prospective customers to gain new business.

Collaboration – The act of working with someone towards an outcome.

Commission – A payment made based on the value of sales achieved by the salesperson. It can form all or 
part of a pay package.

Competitor analysis – An assessment of the strengths and weaknesses of competitors, helping to identify 
opportunities for a business.

Competitor-based pricing – A pricing strategy where businesses set prices close to the prices of competitors 
(sometimes called ‘going rate’ pricing).

Consumer – The user of a product. They may not have paid for the good or service.

Contingency plan – A plan designed to analyse the risks that are faced by the business and takes account of a 
possible future event or circumstance.

Copyright – A symbol used to protect original work. The © symbol is used to show the work has been 
copyrighted.

Cost-plus pricing – The total costs of producing one unit of the product are calculated and the required profit 
margin is added to give the selling price.
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Cross-selling – Selling related or complimentary products to an existing customer. This is also referred to as 
‘add-on selling’.

Customers – People or other businesses who purchase/pay for a product from a business.

Customer buying process – The stages that the purchaser will go through before making a final purchase 
decision.

Customer prospecting – Searching for possible customers (prospects).

Consumer protection – A law that gives consumers protection against unfair selling practices.

Customer relationship management (CRM) – A system (typically a database) that enables an organisation 
to save and retrieve information about their customers.

Customer service – The provision of service to customers before, during and after a purchase.

D
Decision-making unit (DMU) – The team of people that contribute to the buyer’s decision process.

Discount – A reduction in price.

E
Ethics – The moral rights and wrongs of any decision a business makes.

Exporting – Selling to another country.

External environment – The factors that occur outside of the business that cause change and are usually 
outside of the control of the business.

Extrinsic motivation – External motivation that may be status driven.

F
Franchising – The granting of a license by one person (the franchisor) to another (the franchisee), which 

entitles the franchisee to own and operate their own business under the brand, systems and proven business 
model of the franchisor.

G
Goods – Items that you can touch (are tangible). These include food products, household appliances, electronic 

items, furniture and cleaning products.

Gross profit – The amount of profit a business makes before it takes away the amount it has spent to produce 
the products.

H
High-value customers – Customers that spend more than the average customer.

I
Imports – Foreign products bought by residents of a country.
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Interest rate – The cost of borrowing money, usually expressed as an annual percentage of the amount 
outstanding.

Internal environment – The events, factors, people, systems, structures and conditions inside the business 
that are generally under its control.

Intrinsic motivation – An internal interest and enjoyment of a product.

J

K
Key performance indicator (KPI) – A measurable value that demonstrates how effectively a business is 

achieving key business objectives.

L
Legislation – A law or set of laws suggested by a government and made official.

Licensing – An arrangement where one business transfers the rights or the use of a good or service to another 
for a fee.

Loss – A financial term to describe when expenditure is greater than revenue.

Low-value customers – Customers who spend less than the average customer.

M
Market – The place where buyers and sellers come together.

Market research – Gathering information about consumers’ needs and preferences.

Market segment – A group of consumers who respond in a similar way to a given set of marketing efforts.

Market segmentation – The process of dividing a market into distinct groups of buyers who have different 
needs, characteristics or behaviours and who might require separate marketing strategies or mixes.

Marketing mix – A marketing tool that combines a number of components in order to strengthen a product’s 
brand and to help sell the good or service.

Mission statement – A statement that defines the purpose and primary objectives of a business.

Multinational corporation (MNCs) – Companies with branches in many countries.

N
Negotiation – The process of agreeing and confirming the terms and conditions of a sale.

O
Operational plan – An outline of what a department will focus on in the near future, usually the upcoming 

year. This is also known as a ‘work plan’.

Organisational structure – The formal way a business is organised internally to enable all employees to 
carry out their individual roles as part of their job.
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P
Patents – Used to protect inventions. Patents give the owner the right to take legal action against anyone who 

uses or sells their inventions without permission.

Penetration pricing – A pricing strategy where a business sets the product’s price significantly lower than a 
competitors’ price.

Place – The location where products are made available to the customer and how the product is distributed to 
the customer.

Premium pricing – A pricing strategy where the price is set higher for certain goods in the hope that the higher 
price will give the impression the product is of a higher quality.

Price fixing – A practice where competitors come to an illicit agreement on what to charge customers, not to 
sell products below a certain price or not undercut each other.

Price skimming – A pricing strategy where businesses charge a high price in order to maximise profits.

Print media – Media such as newspapers, magazines brochures and catalogues.

Products – The goods and services of a business.

Product life cycle (PLC) – The process which a product goes through in its lifetime from introduction through 
growth, to maturity and decline.

Product portfolio – All of the products of a business.

Profit – A financial term to describe when revenue is greater than expenditure.

Profit margin – The profitability of a product or business.

Profitability ratios – Financial ratios used to judge a business’ return on investment (ROI) based on its level 
of resources and assets.

Prospects – The term used to describe possible customers.

Prospecting – The act of searching for potential individual or business customers. This is also sometimes 
called ‘lead generation’.

Q

R
Referrals – When a customer recommends products to their friends, family and/or colleagues.

Relationship selling – When the salesperson gets to know the needs and wants of a customer before attempting 
to make a sale in attempt to build a long-term relationship.

Retailers – Businesses that sell products directly to consumers.

Retention rates – The percentage of customers the business has kept over a given period of time.

S
Salary – A fixed annual rate of pay that is paid monthly.

Sales budget – A financial plan that shows the expected number of sales of a product in a given period and the 
expected price per sale. From this the total predicted revenue can be calculated.
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Sales forecasting – A prediction of sales activities. This allows a business to make financial projections by 
calculating the expected sales revenue and expected profit over a designated time period.

Sales plan – A strategy that sets out sales targets and tactics for the business, and identifies the steps it will 
take to meet its targets.

Sales revenue – The income a business receives from the sale of its products.

Sales targets – An indication of the sales needed by a business in a given period.

Selling – The process to identify if what the seller is offering is what the buyer is looking for.

Services – Things that are done to or for a customer.

SMART objectives – Specific, measurable, achievable, relevant and time-bound targets used to help a business 
to meet its objectives.

Sole trader – A business that is owned and controlled by one person, but they may employ workers.

Statement of comprehensive income – A financial document that summarises the total revenue of a 
business over a period of time, compared to the total expenses.

STEEP analysis – A tool for analysing the social, technological, economic, environmental and political factors 
that are external to the business.

Strategic plan – A plan that outlines the mission, vision, high-level goals and long-term objectives for the 
business for the next three to five years.

Subsidiary – A company that is owned or controlled by other company (parent company).

SWOT analysis – A tool used to analyse the strengths, weaknesses, opportunities and threats of a business.

T
Tactics – The immediate, specific actions that a business can take to respond to changes in market conditions.

Target audience – The specific and/or typical customers of a business selected by the business for its 
marketing and sales.

Target markets – The specific market segments selected by a business for its marketing and sales.

Trade – The buying and selling of goods and services between different countries around the world.

Trademark – The symbol used to protect the name and visual identity of the product. Putting the ® symbol 
next to a brand name shows that the brand is registered with a trademark. An unregistered trademark will 
be shown by using TM.

Transactional selling – The promotion and selling of a product with little or no emphasis on customer needs 
or developing a relationship with the customer. It is all about the single sale.

Trigger points – The predictable areas that create an opening for a sales opportunity that can be clearly 
identified when selling.

U
Unique selling point (USP) – The way in which a product, brand and/or business does something which no 

other business does, which gives the business a competitive advantage.

Upselling – Selling a better version of what is being purchased, usually a higher value product.
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V
Variance – The difference between a budgeted figure and the actual figure. Favourable variances occur when 

the actual figures are better than budgeted for; adverse variances occur when the actual figures are worse 
than budgeted for.

Vision statement – A statement that defines what the business wants to achieve over time by focusing on the 
goals and aspirations of a business.

W
Warranty – A written guarantee, issued to the purchaser of a good by its manufacturer, promising to repair or 

replace it if necessary within a specified period of time.

Wages – Hourly/weekly rates of pay.

Wholesalers – Businesses that buy large quantities of goods from other business, warehouses them and resells 
to retailers.

X Y Z
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Chapter 1 – Sales fundamentals

Answers to activities

1.1 Example questions for selling a pen could be:

• How do you use a pen during your day?
• Do you often lose or misplace pens?
• What frustrates you about pens?

1.2 Example responses for selling a pen could be:

• Used at meetings: point out that the pen has a fine point and non-smearing ink which would enable 
them to take clear notes taking notes at meetings.

• Often loses pens: point out that the pen has a clip to attach it to their pocket or notes to ensure that 
it does not get lost.

• Frustrated by pens that easily run out of ink: emphasise the large capacity of ink available in the pen, 
point out the clear barrel so that you can easily see when the pen is running out of ink, inform them 
about the cheap refills that are available.

Answers to practice questions

1.1 (B) Selling

1.2 Interest

1.3 Two roles in a sales team, excluding the salesperson could be any two from the following:

• Sales director
• Sales manager
• Key account manager
• Account manager
• Sales support

1.4 One benefit to a salesperson of being paid a salary plus commission could be:

• It gives the salesperson the security of a steady income plus they are motivated to sell to bring in 
extra earnings.
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Chapter 2 – The stages of the personal selling process

Answers to activities

2.1

Stage of the personal selling process Activity

1 Prospecting Searching for prospects who can afford the gym fees and 
are in need of a gym.

2 Pre-approach Finding the needs and wants of these prospects such as 
classes or personal trainers.

3 Approach Arranging for prospects to make a visit to the gym.

4 Presentation and demonstration Giving a tour of the gym, showing the facilities and 
explaining how the equipment works.

5  Handling requests for clarifications 
and objections

Answering queries about access to the gym, fees, 
equipment, classes etc.

6 Closing the sale Asking the prospect to join the gym and gaining agreement.

7 Follow-up Checking that the new gym member is happy with their 
purchase.

2.2

Answers to practice questions

2.1 (A) Negotiation

2.2 (B) Prospecting

2.3 One benefit to a business of salesperson following-up after a sale could be:

Following up can build long-term relationships with customers and this can be much more cost-effective 
than finding new customers.

A salesperson will use passive  listening skills to show interest in the customers’ requests and 
queries, ask closed  questions to determine specific objections and repeat the features and 
benefits of the product. Requests for clarification and objections should be viewed negatively  as 
the prospect not wanting  more information so that they can make a purchase decision, but this 
is the stage where many successful  salespeople fail and drop out of the process.
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Chapter 3 – Information needed to prepare a sales plan

Answers to activities

3.1 Answers may include any five from the following:

 1. Apple

 2. Huawei

 3. Xiaomi

 4. Oppo

 5. Vivo

 6. Lenovo

 7. Sony

 8. HTC

 9. Motorola

10. Microsoft

3.2 An example SWOT analysis for a business could be

Strengths
• Loyal customers
• Strong brand image
• High profit margins

Weaknesses
• High selling prices
• Limited distribution network

Opportunities
• Expansion of distribution network
• Expand product range

Threats
• Aggressive competition
• Imitation
• High labour costs

Answers to practice questions

3.1 (A) Influencer

3.2 (D) Economic

3.3 One benefit to a business of carrying out a competitor analysis could be:

Competitor analysis can find out the strengths and weaknesses of the competition, so that the business can 
fight threats from these competitors.
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Chapter 4 – Sales planning and measuring performance

Answers to activities

4.1

Plan Definition

STRATEGIC PLAN A strategic plan outlines the mission, vision, high-level goals and long-term 
objectives for a business for the next three to five years.

OPERATIONAL 
PLAN

An operational plan is an outline of what a department will focus on for the 
near future, usually the upcoming year.

SALES PLAN A sales plan is a strategy that sets out sales targets and tactics for a business, 
and identifies the steps it will take to meet its targets. A sales plan sits within, 
or alongside, a marketing plan to direct the efforts of the sales team

4.2

The profit margin indicates the profitability of a product or business. It is expressed as a percentage; 
the higher  the percentage, the more profitable the business. Knowing the profit margin means 
that a business can identify products making the most  profit and focus on selling them. While 
any profit is good profit, successful  businesses concentrate on achieving higher  sales targets for 
their more  profitable items.

Answers to practice questions

4.1  (B) Retention rates

4.2 (A) Based on market research

4.3 One benefit to a business of the sales plan containing a contingency plan could be:

• Having a contingency plan in place means that a business can respond quickly to changes and so 
protect itself against risk.

4.4 The sales budget shows positive figures for the four month period of August to November. Sales of $400, 
$800 $1 000 $600 are predicted, which would be good for business. Mobeena must remember however 
these figures are predicted and not guaranteed as it relies on the number of class members. It predicts that 
the numbers of class members will start at 40 and increase to 80 then 100, but predicts a decline in class 
members to 60 in November. Although research shows that dance classes are becoming more popular, the 
uptake of members over four months may not be realistic and the drop in class members in November is 
worrying especially if it becomes a continuing trend. As this is a prediction only, there is a risk Mobeena 
will not get the expected number of members, so the planned sales revenue of $2 800 may not be met. If 
the number of sales are less than expected, Mobeena will have a negative sales volume variance and may 
have to consider dropping her price to attract more class members. In addition, this is a sales forecast 
showing the expected revenues only and does not consider the costs to employ a dance tutor for each 
session or for advertising. This means that if the dance classes are as not well attended as predicted, the 
amount spent on tuition and advertising could be more than the sales revenue received which could cause 
financial problems for the business.
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Chapter 5 – Account management

Answers to activities

5.1 Five reasons why CRM software would be beneficial to a business could be any from the following:

• Stores customer information, for example telephone numbers, email addresses, website addresses 
and social media profiles.

• Stores history of customer interactions such as emails, phone calls, meetings, presentations and 
leads.

• Stores customer likes and dislikes, their feelings about products and brands and their personal 
preferences on communications.

• Ensures that enquiries from potential customers/leads can be captured, logged and used.
• Holds information centrally so that different parts of the business can input and access.
• Allows the business to make more informed decisions.

5.2

Account management is advantageous to a business as it can improve  profitability by improving 
customer relations and so customer retention  . Account management means that market 
intelligence is enhanced, which can lead to an understanding   of new opportunities and 
opportunities for value creation, the potential to create an increase  in the worth of products or of a 
business. It will also allow the business to create a good  reputation for customer service.

Answers to practice questions

5.1 (D) Buyer’s needs are addressed

5.2 Two criteria for identifying potential key accounts could be any two from the following:

• potential for growth
• potential for value creation
• potential for innovation and for creating
• new opportunities
• willingness to collaborate
• compatibility of behaviour
• alignment of corporate values.

5.3 Implementing a CRM system might involve considerable time and expense. There will be the initial 
costs, the ongoing costs plus maintenance costs.
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