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Sales managers should not place too much emphasis on revenue budgets when talking to salespeople.  Sales managers probably care about meeting billing budgets because the boss does.  However, sales​people are generally not as interested in a company’s overall revenue budget as they are in their own income, personal goals, and motivations – they tend to be more concerned about making their car and house payments than making owners and stockholders richer.

One of the reasons budgets are often stressed to salespeople is because presidents of companies, group vice presidents, general managers, and even sales managers are often given financial rewards based on making budgeted revenue or profit goals.  What these executives often lose sight of when they talk to salespeo​ple about meeting profit or revenue budgets is that the salespeople are often not paid based on meeting these budgets, so these budgets are of marginal interest to them.  Indirectly they might want their companies to do well, but it is not of primary interest.  The customers salespeople call on ask “What’s in it for me?” when salespeople talk about their product.  So salespeo​ple ask “What’s in it for me?” when managers talk about budgets.  It is not unusual for salespeople to take a casual attitude when exhorted to make their managers or owners richer by making budgets.

If managers make the assumption that salespeople are primarily motivated by external rewards (money), then they should ask themselves why in the world salespeople should care about a company’s budgets and profits if they do not own stock in the company, or don’t have some type of overall company profit-sharing incentive, or don’t get paid a substan​tial bonus based for making realistic and attainable revenue budgets.  Here is what Jack Welsh, CEO of General Electric, thinks about budgets. His answer is in response to a question from Fortune columnist Marshall Loeb about what it takes to reach high goals.

     It takes an atmosphere where a goal doesn’t become part of the old‑fashioned budget.  The budget is the bane of corporate America.  It never should have existed.  A budget is this: If you make it, you generally get a pat on the back and a few bucks.  If you miss it, you get a stick in the eye‑or worse.

Making a budget is an exercise in minimalization. You’re always trying to get the lowest out of people, because everyone is negotiating to get a lower number.

If I worked for you, Marshall, you would come charging into the boardroom and say, “I need four!”  We’d haggle all day, me making presentations, with 50 charts, saying the right number is two.  In the end we’d settle on three.  We’d go home and tell our families that we had a helluva day at the office.  And what did we do? We ended up minimizing our activity.  We weren’t dreaming, reaching.  I was trying to get the lowest budget number I could sell you.  It’s all backward.  But if instead you ask people, “Give us all you can; give us the best shot at what you can do,” then you can’t believe the numbers you’ll get.  You’ll get more than you need.  There’s a trust built that people are going to give their best. 

Focus on Activities
One of the primary tasks of a sales manager is to translate goals of an organization (revenue budgets among them) into goals that will be meaningful to salespeople.  Sales managers are in a boundary position between an organization (and its goals) and employ​ees (and their goals).  Sales managers must ​communicate in terms that address salespeople’s needs.  Instead of primarily emphasizing revenue budgets, some of the other factors sales managers should focus on are the specific sales activities that lead to revenue: doing client problem-solving research, selling specials, prospecting, writing presenta​tions, developing target account strategies, using speculative creative approaches, and developing new business, for example.  

Also, sales managers should emphasize the specific results these activities will lead to in terms other than merely billing: higher rates, higher sell-out levels, selling out profitable special offerings.  In other words, to use a sports analogy, sales managers should stress fundamental blocking and tackling to their salespeople, not selling tickets to provide income to the team owners.  Athletes and sales​people want to win, and they often get turned off when owners and managers only stress selling tickets – their bottom line – and lining their own pockets.

Sales managers must coach salespeople on how to execute the fundamentals of selling so that the managers will have a better chance of making their revenue and profit budgets.

Another problem with stressing budgets is that salespeople know headquarters usually dictates budget levels up to fifteen months in advance in order to meet interest payments or other corporate cash planning needs or for internal political reasons (someone at corporate wants to get promoted) or to increase a company’s stock price to please Wall Street.  Sales​people have learned that budgets often have little bearing on the current reality of the marketplace.  Companies​ that beat salespeople over the head with budgets are giving a very clear message that they do not care about the salespeople’s individual, personal needs, but care only for their bottom-line needs.

Kotter and Heskett in their book Corporate Culture and Performance report on their research comparing strong performing companies with weak performing companies in each of several industries.
  In every case the weak performing companies cared most about short-term, bottom-line results, and managers cared most about themselves; and these companies were not adaptive to change.  In every case the strong performing companies took a longer-term view and were much more adaptive to change:

In the firms with more adaptive cultures, the cultural ideal is that managers throughout the hierarchy should provide leadership to initiate change in strategies and tactics whenever necessary to satisfy the legitimate interests of not just stockholders, or customers, or employees, but all three.”

In an article in FORTUNE titled “Rate Your Readiness to Change,” author Thomas Stewart quoted from a survey on an organization's readiness for changing: “If managers become heroes for making budget, they won’t take risks even if you say you want them to.”

Companies that constantly emphasize the primary importance of making revenue budgets (the interest of stockholders) emphasize the notion that management cares only about short-term, bottom-line results and does not care much about risk taking, customers, or the interests of employees.

Furthermore, because revenue budgets are rarely accurate predictions of future business (especially in times of highly volatile economics conditions), a company can easily be substantially under or over a budget in any given month.  If a sales manager is under budget and lets salespeo​ple know about it constantly, the sales manager is giving them the message that they are a bunch of losers, which discourages salespeople and leads to decreased efforts, beginning a cycle of depressing defeat after self-fulfilling defeat.

On the other hand, if a budget-stressing company exceeds its budget and sales management tells sales​people about the achievement, salespeople are apt to say to themselves, “Well, since all they care about is making budget and we’ve made it; they’re happy now. Let’s play golf.”  Salespeople know that in companies that stress budget achievement, it is very bad practice to go over a budget too far, for it will only mean that next year’s budgets will be raised accordingly, and invariably raised unreasonably high – known euphemistically as “stretch.”
Some corporate headquarters and accounting people even complain that people who exceed budgets are poor forecasters.  To bean counters, counting beans accurately is all that matters; they usually could care less about planting, growing, and harvesting beans.

Maximizing Revenue
Maximizing revenue for the long term, on every sales call and on every order is the proper and only meaningful standard of perfor​mance for salespeople and a sales department.

Thus, management should not place too much emphasis on billing or revenue alone as a measure of sales performance.  There are other factors that indicate good sales perfor​mance: new business development, high rates, solving customer problems, broad inventory spread, effective written presenta​tions, calling on clients at high levels, billing in lean months, and billing from a wide variety of accounts, for example.  Management should stress that it is well-planned and well-executed sales strategies, activities, and behaviors that lead to revenue increases.
Salespeople Have Little Control Over the Future
Another problem with overemphasizing billing and making budget as a measure of sales performance is that overall revenue or making budget is something that salespeople have relative​ly little control over.  Salespeo​ple do not control ratings, circulation, unique visitors, programming, editorial or content selection.  They do not control a product’s advertising and promotion budget or the advertising strategy or execution.  They do not control the health of the economy, competi​tors’ rates, clients’ decisions on advertising spending (for the most part), agency account shifts, sales manage​ment’s pricing policies, or the coaching ability of sales manage​ment.  
Salespeo​ple can only control how many calls they make, how many presentations they write, how they solve advertisers’ problems, the kind of rates they ask for, and how effective they are at listening, asking questions, adding value, negotiat​ing, and getting commitment.  These blocking and tackling fundamentals are what sales managers need to emphasize, not budgets.
Sales Projections Waste Time

Also, sales managers should not place too much emphasis on individual sales projec​tions.  First, a relatively small percentage of salespeople can project accurate​ly; most of them project either too high or too low.  Therefore, it is virtually impossible for a sales manager to add up all the sales​people’s projections and come up with anything close to an accurate forecast.  An experienced sales manager can look at business-on-the-books reports, or a pipeline, factor in information about market conditions, category spending information, and business pending – if the sales manager has good input – and then make an educated estimate based on history and experience that is usually pretty accurate for one and two months into the future. Beyond that, any guess is smoke and folly in today’s volatile business environ​ment.

Rather than wasting salespeople’s time by making them do individual account-by-account sales projections, sales managers s​hould coach salespeople how to plan calls, solve client’s problems, write presenta​tions, design effective packages, use speculative creative approaches, and ask questions intelligently.  If sales managers stress selling strategy, tactics, and skills, they will give salespeople the message that they care about helping them improve their individual perfor​mance. 

Furthermore, many salespeople hate projec​tions because they have learned through experience that many sales managers use projections to hammer salespeople, and that these sales managers invariably raise the projections in a feeble and misguided attempt at motivation.  In such situa​tions, salespeople resignedly submit low-ball projections and then give lip-service acceptance to whatever management subsequently throws at them. Under these conditions, when asked if they like projections, salespeople know the rules; they know the only acceptable answer is “yes,” so they give it. 

Also, most salespeople look at having to do weekly sales projections as evidence that management does not trust them.  I have heard sales​people say over and over again: 

“Why do we have to do those stupid projections; no one ever looks at them.” 

“They always change them.” 

“I do them, and then they use them to beat me up.” 

“It’s fiction writing – I give them what I think they want just to keep them off my back.” 

“Why don’t they let me go out and sell and trust me to do the best I can.”
Moreover, it takes an inordinate amount of time and effort to keep track of individual salespeople’s weekly sales projections.  And for what?  Mostly to give sales managers something to fill their time.  What information do account-by-account weekly projections give a sales manager that he or she cannot get from other sources (business-on-the-books, business-pending, and percent-sold-out reports)?  Usually it is nervous owners who want weekly account-by-account projections to show to bankers, not experi​enced sales managers who know that weekly account-by-account projections have to be adjusted to meet management’s expectations.

Sales managers should concentrate on taking action that af​fects the future.  As Warren Buffett, wrote, “Predicting rain doesn’t count; building arks does.”  If sales managers feel compelled to make salespeople do weekly proje​ctions, have them project (or plan) new business calls, written presentations, or rate increases, but not billing or revenue.

On the other hand, short-term weekly revenue forecasts done by sales management (one, two, and three months out) are absolutely imperative for maximizing revenue by controlli​ng inventory and making effective pricing decisions.  Sales management should get input from salespeople about the salespeople’s knowledge of account activity for various product categories.  Salespeople should be expected to be close enough to their accounts to know about account activity on two levels: 1) General, overall account plans and level of advertising activity, especially in heavy advertising categories (example: “The Toyota dealers are planning a May heavy-up campaign with about 20 percent more weight than last year.”), and 2) specific information about pending buys.  The best way to handle this information is with Business Opportunity/Business Disposition Reports and Business Pending Trackers that give details of an upcoming buy.  These reports should be filled out with each call for avails, RFP, or pending piece of business.  Then these reports can be combined and business activity can be tracked from one year to the next.  These reports are available at http://www.mediaselling.us/downloads.html.  
Sales management can then combine the information on planned general account activity by category with a Business Pending Tracker that indicate pressure on inventory and combine this information with Business-On-the-Books or pipeline information to forecast inventory demand and to make effective pricing decisions, which should be made weekly or even daily in periods of strong demand.

Finally, there is a strong body of opinion that reliance on budgets is “the fundamental flaw in American management.”
  “Managers can do incredibly stupid things to make budget, especially if incentive pay is at stake.”
   “The great budget game is the result of trying to control negative behavior, like spending too much, while largely ignoring positive behavior, like building the business.”
  The worst failure of budgets is that they do not measure anything important.  Budgets show what it costs to pay a salesper​son, but not what value customers place on the relation​ship with that salesperson.  “Budgets count noses, not brains.”
 

Sales managers cannot set corporate policy about how much emphasis is placed on budgets, forecasting, or projections, but they can keep unnecessary pressure off of salespeople.  Sales managers must find ways to create and celebrate big and small wins, and eliminate anything that makes salespeople feel like they do not trust salespeople or that salespeople are losers.  After all, if salespeople are a bunch of losers, sooner or later upper management is going to want to know why sales managers hired a bunch of losers.  Better to make them winners.

Sales managers might ask, “But what can I do?  My boss talks about nothing but making budget.  He even makes me set prices according to making budget” (a totally counterproductive, inadequate, and stupid way to set prices).  First, show the boss this paper, which will probably make him or her furious because you are challenging the way things have always been done.  But keep the pressure on management to understand the point of view of this paper – that maximizing revenue is the key.  Everyone is going to have to come around sooner or later, because increased competition simply will not allow for continued unrealis​tic budgets and unrealistic upward growth curves.  Sales managers and salespeop​le will quit organizations that have budget-bashing top management and go to work for companies that emphasize the needs not only of stockholders but of customers and employees as well.
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