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Understanding the importance of Sales 
Performance Management 

Driving the sales force 

 

Compensation management is clearly very important because of its huge financial 

impact on your organization and sales. 

 

SPM systems help organizations control the compensation process through 

automation, achieving better performance, fewer errors and more timely sales results. 

 

 

  

How can Compensation Management motivate your 

sales without risk? 
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Understanding the importance of Sales 

Performance Management 

Introduction 

Sales rewards are a huge part of the annual operating costs for most large businesses. 

Unfortunately, calculating sales and sales commitions remains largely a manual task that 

requires a lot of time, produces a lot of errors and delays sales activity a lot. The result 

is often that salesmen do not trust the compensation process and spend a lot of time 

checking and discussing their differences with sales or the company's financial 

department - time that should be spent on work for potential or existing customers and 

lead to revenue. This inefficiency creates lost sales opportunities that are estimated to 

be an equivalent of 5 to 10 percent of total sales. 

 

SPM (Sales Performance Management) systems help organizations better control the 

entire process of rewarding sales through automation to achieve better performance, 

fewer errors and more timely results. SPM systems provide a management 

environment with detailed data and insight into how well a current compensation plan 

works as well as accurate predictions about the impact of making changes to the plan.  
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The ingredients of Sales Performance 

Management 

Management of sales incentives 

Incentive Compensation Management (ICM) is clearly very important because of its 

huge financial impact on your organization and sales. Unfortunately, most companies 

rely on spreadsheets to calculate and manage commissions, plan quotas and allocations, 

and design and manage geographic sales areas. The use of spreadsheets for these tasks 

makes the whole process much more prone to errors and much less transparent. 

 

Specialized ICM solutions (as opposed to ad hoc spreadsheet models) help simplifying 

the management of compensations for organizations, increasing accuracy, reducing 

costs and increasing sales performance. Compensation management costs are reduced 

by automation. The elimination of slow, costly and manual administrative procedures 

helps to minimize the calculation errors that would otherwise lead to overpayments and 

disagreements over payments. The result is that salesmen have great transparency in 

their pay as they receive built-in analytics that help them gain knowledge of their 

performance. This reduces the time and effort required to complete the compensation. 

 

Compensation managers (those who set the rules in the ICM / SPM system) can more 

effectively implement new plans to meet the evolving business needs given to them. 

Analysts can better understand the economic impact of incentive and compensation 

programs before implementing them for more accurate cost management and 

forecasting. With a detailed overview of the overall procurement plan along with 

monitoring capabilities, organizations can have greater control over the management of 

sales procurement as well as meet audit and compliance requirements. 
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Distribution of sales forces 

With the right distribution of sales forces, you want to make sure that the right people 

are placed in each area and that they have the right sales quotas. A good geographical 

area management system allows organizations to create and maintain area assignments 

and match sales rules to them. It ensures that an organization's coverage and 

development model are aligned with corporate goals and incentive compensation plans. 

Personnel and sales managers must be able to create multiple area assignments, adjust 

settings and exception rules based on area definitions, customer accounts, and product 

availability. Organizational hierarchies such as geography, supplier, product and 

customer must be easily adjustable parameters. Managers must be able to apply manual 

exceptions, separations or other adjustments when necessary. 

Management of percentages over sales 

A good quota management system allows executives, managers and sales professionals 

to design, manage and distribute better sales quotas to meet revenue expectations and 

increase sales performance. Organizations can model the financial impact of the 

proposed quotas before implementation in order to improve efficiency and help the 

alignment between salespeople and corporate goals. Compensation managers can 

create logic to validate the achievement against the quotas and calculate commissions 

and bonuses for sales representatives. 

Creation of a specialized sales team 

You can gain advantage by using data and technology to attract, motivate and enhance 

top sales talent. Building your sales team involves several aspects. Building a team begins 

with hiring the right people. You need an SPM system that offers performance analysis 

of your top sellers to create an optimal candidate rating. Also, such a system will provide 

you with information to figure a possible fee based on real data and make a competitive 

offer to the candidate. 

 

Your sales team is the public face of your company. You want this team to broadcast 

the corporate message and  follow your organization's sales methodology. Although 

some people seem to be born for sales, almost any sales professional can benefit from 
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continuing education. The SPM process should allow ongoing technical sales training, 

assist periodic sessions for the introduction of new products and possible new 

regulatory requirements, as well as the introduction and promotion of sales incentive 

programs.  
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Distinguishing the benefits of SPM 

solutions 
Companies looking to switch to a new sales performance management system (SPM) 

need to know that the time, effort and expense involved in adopting a new system will 

bring benefits. Some of the benefits you will get by switching to an SPM software 

solution are as follows: 

Alignment with sales strategy and goals 

Organizations can align their sales strategy and goals with a solution that allows them to 

identify and manage sales areas, quotas, and procurement programs. Most importantly, 

an SPM solution can be adapted to changes in sales strategy and goals. 

Effectiveness 

By avoiding error-prone processes that change easily but do not involve any change 

monitoring (so even if your model was correct yesterday, it is very difficult to be sure 

that someone has not made an unauthorized modification). Computer sheets usually do 

not incorporate any input validation, so a simple typographical mistake can introduce 

errors that are difficult to find. By avoiding mistakes, we lead to a reduction in 

overpayments because you want to reward your sales team for what they achieved, but 

no more than that. After all, over-charges require investigation and documentation, 

resulting in even more wasted time. 

 

Technically, SPM software reduces the time of commission cycles by shortening the time 

between selling and paying the seller. This shortened cycle enhances the relationship 

between sales effort and reward, which usually leads to greater satisfaction and happier 

sales force. A happy sales team is a sales team with incentives that brings more sales 

and profit. 
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Return 

Businesses that use a good SPM system can earn five to six hours a month per salesman. 

It's almost like every salesperson has one extra day a month to be with customers. Also 

due to the sales performance of the sellers, the team leaders can monitor the 

performance of their team and respond much faster. In addition, sellers are more 

effective at cross-selling products to their customers. In fact, cross-selling almost triples 

in a company that uses an SPM solution. 

Enhancing competitiveness 

The pace of change has increased significantly in many industries, with rapid fluctuations 

in supply, demand and prices. The sooner your people can see what's going on, the 

sooner they'll be able to meet customer needs. A good SPM system provides the 

knowledge that allows your team to quickly understand and respond to changing 

markets and simulate changes in the compensation plan so you can see how those 

changes will affect your sales forces. 

 

Risk reduction. All organizations have internal control requirements that must be met. 

For example, you should be able to justify the amounts paid to each of the staff. In 

addition to the internal requirements, your company must meet the external 

regulations. For example, the U.S. Consumer Protection and Consumer Protection Act 

Dodd – Frank Wall Street Reform and Consumer Protection Act requires some 

businesses to document and justify compensation for specific employee levels. A good 

SPM system meets these requirements. 

Better Decisions 

SPM solutions provide information through reports and analytics that allow 

organizations to make better business decisions. Sales executives and other 

management personnel can gain a deep and detailed understanding of sales efficiency 

and effectiveness, profit margins, sales costs and account penetration, in order to lead 

to more effective sales strategies and enhance up-sell and cross-sell opportunities. 
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Modelling and forecasting 

SPM provides modeling capabilities that help users simulate the effects of changes to 

the compensation plan or its new extensions before implementation in order to 

optimize sales strategies and reduce risk. By modeling the actual historical data, 

managers can more accurately predict the amounts of commission programs to control 

costs. 
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Ten things to look for in an SPM solution 
Choosing the right sales management solution (SPM) that suits your company's needs 

includes evaluating certain factors: 

1. High performance. In fact, this is a good reason in itself to move from a spreadsheet-based 

model to a special SPM solution. When calculating and processing commissions for hundreds 

or even thousands of salespeople, the SPM solution must be able to process large amounts of 

data from CRM, ERP, HR and other systems. 

2. Flexibility. No company is like the other. Each has its own unique culture and way of doing things 

that make the company what it is. It is these differences that allow some companies to be more 

successful than others. Look for an SPM solution that can easily be adapted to the unique 

requirements of your company's sales processes and procedures. 

3. Ease of use. Make sure your users find the solution easy to use. A good graphical user interface 

(GUI) that simplifies processes and does not require users to consult the operating manual is 

vital. 

4. Mobile. Mobile devices such as smartphones and tablets are increasingly an important part of 

today's business ecosystem. Many times, they surpass traditional desktops and laptops. 

Therefore, the SPM solution must take into account more and more "mobile" workforce 

providing either exclusive applications or mobile ports that are specifically designed to operate 

with smaller screens. And of course they have to work safely! 

5. Social. More and more users are demanding and expecting social business functions in 

applications. To meet these expectations, you want an SPM solution that allows your sales team 

to work online. 

6. Cloud and On-Premise. Cloud-based systems offer well known advantages over the more 

"traditional" on-premise systems. But even with their high popularity, you may not be ready 

enough to move everything to the cloud today. Therefore, it is important that your SPM 

supports both modes in a uniform and functional way. 

7. Analytics. The SPM solution must have a complete set of built-in analytics tools such as reports, 

dashboards, scorecards and ad hoc reports, but also more advanced analytics such as 

programming, budgeting and forecasting, model prediction and modeling of "what-if" 

scenarios. 

8. Upgradeable. As new features and improvements are introduced to the SPM solution, you'll 

want to periodically upgrade to the latest version. If you select an on-premise installation, this 

upgrade process will typically be performed with your own internal forces. It is therefore 

important that you have full access to updates and support from your supplier. 
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9. Integration. An SPM solution should be able to be integrated with many different systems 

throughout the business. These systems include CRM, ERP, HR, your payroll and possibly various 

others. This integration includes both upstream and downstream systems. 

10. Scheduling & Automation. Many of the activities and functions performed in SPM are repetitive 

and can be programmed and automated to perform at specific time periods (i.e., hourly, daily, 

monthly, etc.). For example, sales transactions are imported at the end of each period, 

commissions are calculated, reports are created, e-mails are sent, and payments are 

distributed. The SPM solution must be able to support all of these types of automations. 


