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ABSTRACT 

This paper proposes an easy-to-implement dynamic measure of market performance over time for various selling units 
(e.g., sales territories, sales regional offices, or the whole sales organization). It may be used as a diagnosis tool by 
comparing the market performances of various units, taking into account the conditions prevailing in the different mar- 
kets (such as competition relative effectiveness, sales penetration, or local market fluctuations). Combining sales vol- 
ume, market share, and profit variations data into an Index of Sales Unit Market Performance (ISUMP), provides 
managerial guidance for selling units’ evaluation or resource allocations among units. This index may account for a 
firm’s selected market strategy (market penetration, market skimming, etc.). Implementation in a large North American 
insurance company is reported. 
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1. Introduction 

Many managerial marketing decisions (e.g., budget and 
resource allocations) and sales force decisions aim at 
maintaining or improving the performance of various 
selling units over time [1-3]. A selling unit is an entity 
responsible for achieving some output market perfor- 
mance. It may be, for instance, a sales territory (either 
assigned to a sales team or to an individual salesperson), 
a regional or district sales office, or the whole sales or- 
ganization. Every selling unit is characterized by its mar- 
ket output performance (such as sales, profits, or market 
share) that results from the accomplishment of the selling 
tasks, in a specific environment, over some long- and/or 
short-term period of time. 

In order to effectively manage and control selling units, 
managers must rely on valid and accurate measures of 
market performance [4]. Inaccurate assessments may 
lead to poor managerial decisions, feelings of inequity, 
morale problems, lack of organizational commitment, 
and dysfunctional turnover [5-8]. For that purpose, 
managers generally collect and analyze large amounts of 
data, often frequently supplied by CRM applications. 
However, it is often difficult to devise adequate measures 
of market performance [9]: this concept covers, among 

others, short- and long-term variations in sales, profits, 
customer satisfaction, loyalty building, and customer re- 
lationship development; it is multidimensional [9,10] and 
consequently, no single measure can account for its va- 
rious dimensions. This is exemplified by the large num- 
ber of definitions and measures used for that purpose 
[2,3], that range from managerial subjective judgments 
and self-assessments [6] to simplistic measures, like sales 
volumes [10]. A meaningful measure of market perfor- 
mance should capture the extent to which a selling unit is 
able to take advantage of market opportunities (or lack 
thereof) in order to achieve a firm’s desired market po- 
sition and implement its selling strategy. Managers often 
lack such simple measures. 

The aim of this paper is to devise a measure of a sell- 
ing unit’s market performance over time that could sup- 
plement the management’s control tool kit. When con- 
sidered jointly with extra-role performance measures 
[11], this market performance measure allows managers 
to make better diagnoses, and consequently, to provide 
better managerial guidance for selling units’ evaluation, 
organization, compensation, and/or resource allocations 
[12]. 

After discussing the concept of selling units’ market 
performance measurement, the proposed procedure is 
described. An application illustrates the concept. Fi- *Corresponding author. 
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nally, the advantages and limits of this procedure are 
discussed. 

2. Selling Units’ Market Performance  
Measures 

Assessing market performance is fraught with difficulty, 
and sales force researchers and sales managers have ty- 
pically used different approaches to that purpose [13- 
21]. 

2.1. Sales Force Researchers’ Approaches 

Over the last decades, a major stream of sales force re- 
search has attempted to gain better understanding of 
salespeople’s performance and to find appropriate ways 
to enhance selling effectiveness [22]. The seminal work 
by [23] that proposed a model of the major determinants 
and consequences of sales force performance has been 
followed by many studies sharing similar concerns [24- 
29]. These studies have investigated the antecedent and/ 
or consequences of salespeople’s sales performance and/ 
or effectiveness [30-32]. 

In most cases, researchers have measured selling units’ 
performance either using objective sales data [11] or eva- 
luative scales [6]. Measurement instruments have been 
completed by managers, by salespersons themselves (self- 
reports) [12,33-35], or both [36-38]. It seems that, in prac- 
tice, research suggests that subjective and objective meas- 
ures lead to different results [39-44]. Unfortunately, be- 
cause they are highly subjective and may well yield bias- 
ed judgments [45,46], their validity is often questionable 
[44,47], and they can have only limited practical value. 
Consequently, such self-report evaluative scales are sel- 
dom used alone in the practice of sales management. 

2.2. Sales Managers’ Approaches 

In order to assess selling unit market performance, mana- 
gers have typically used quantitative and/or qualitative 
measures [48]. Here again, the former measures (such as 
sales volume) tend to be objective and easy to assess. 
Unfortunately, they seldom capture the qualitative as- 
pects of the selling job, especially the extra-role perfor- 
mance aspects [11]. In addition, they are inadequate for 
assessing the unit’s performance over time, taking into 
account the effects of environmental variables on market 
size. A selling unit’s sales performance results from ma- 
ny other factors than the marketing resources deployed in 
this unit [49], for instance, each unit’s environmental 
conditions (competitive strength, economic conditions, 
etc.). 

Alternatively, in order to explain management controls 
of the sales force, some authors have made a distinction 
between behavior- and outcome-based sales force con- 

trols [50-52]. Although controlling salespeople’s be- 
haviors is an important and necessary aspect of sales 
management [53,54], it would be worthless if the proper 
behaviors did not eventually translate into sales, profits, 
market shares, strengthened customer relationships, or 
clients’ satisfaction. In practical situations, managers do 
evaluate selling unit market performance from at least 
some objective quantitative measures of sales perfor- 
mance [55], and outcome performance is always part of a 
sales force control process [56-58]. Although outcome 
performance measures are always used by management, 
few, if any, can provide a fair assessment of a sales unit’s 
market performance. 

Territory sales volume, market shares, or profits, which 
are typically observed by managers, are inadequate 
market performance measures when considered indi- 
vidually. As stated above, although selling units are 
instrumental in building sales volume over time, sales are 
also influenced by a host of factors which are beyond the 
unit’s control. In most cases, managers cannot easily 
disentangle what parts of such outcomes must be attri- 
buted to a selling unit’s marketing program (attractive- 
ness of the offers, advertising, company’s reputation, 
etc.), or to environmental factors (competitive strength, 
economic trends, etc.). As a result, sales volume alone 
may give a distorted picture of this unit’s market per- 
formance [35,59]. Although territory market shares bring 
the additional dimensions of industry sales, competition’s 
performance, and the firm’s market penetration, they suf- 
fer from the same problems as sales volume. In addition, 
all outcome measures of performance tend to over-em- 
phasize short-over long-term performances. Finally, sell- 
ing unit profit measures are useful to watch, in as much 
as the units are given responsibility to negotiate prices 
and/or are left to allocate their efforts and resources 
among several product lines with different profit margins 
[60]. Being linked to sales, profit measures have the 
same drawbacks as sales, as market performance meas- 
ures. 

Sales variations over some benchmark period (after 
removing seasonal effects) are frequently used and pro- 
vide better measures because they indicate a unit’s suc- 
cess (or failure) in sustaining a given level of sales over 
time. Taken alone, however, sales variations can be mis- 
leading because they may also be caused by many factors 
beyond a selling unit’s control (for instance, a shift in 
territory environmental conditions, windfall sales in any 
of the two periods, or simply random factors affecting 
sales in one or both periods of time). 

Customer satisfaction could be a more appealing meas- 
ure, because it involves an important long-term firm’s 
objective. Unfortunately, customer satisfaction variations 
are not always easy to measure. In addition, research 
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suggests that salespersons’ confusion can result from 
control systems that combine both customer satisfaction 
and short-term performance measures such as sales [61]. 
Not surprisingly, a survey has shown that only a re- 
latively small proportion of firms (about 25 percent) use 
customer satisfaction as a basis for selling unit per- 
formance evaluation and rewards [62]. 

Market share variations in a selling unit’s territory 
provide a clear indication of a firm’s standing in its 
market. It measures a company’s market penetration, and, 
to some extent, the selling unit is responsible for it. 
Market share brings the additional dimension of industry 
sales, and consequently, of competitive performance. Com- 
petitive sales performance constitutes a natural bench- 
mark for evaluating selling units’ market performances. 
In other words, it is essential to account for the evolution 
of the competition’s sales levels for evaluating selling 
unit market performance. 

When territory sales, industry sales, market shares, 
and profit variations are considered jointly, they provide 
a more complete assessment of a selling unit market 
performance. Various market conditions require different 
efforts and abilities [36]. Increasing or even maintaining 
sales volume and/or profits in a declining market are 
indicative of higher market performance than the same 
achievement in a fast expanding market. A few methods, 
such as data envelopment analysis (DEA) [14,63] have 
been proposed and sometimes used in practice for ad- 
dressing the problem of evaluating selling units’ market 
performance with multiple criteria [64]. This technique 
relies on linear aggregations of various inputs and out- 
puts and compares every selling unit to the “best” per- 
forming one. It has, however, a number of limitations, 
the most serious ones being its complexity and difficulty 
to make it understood by practitioners, its reliance on 
many subjectively selected criteria, and its sensitivity to 
measurement errors [14]. 

Another important dimension of selling unit market 
performance is the time frame over which it is measured. 
While building long-term relationships with customers 
has become a prevalent strategy, short-term sales have 
often become inadequate measures of market perfor- 
mance. The current emphasis on sales activity based at 
the expense of outcome-based controls is a logical con- 
sequence of this evolution. Consequently, there is a need 
for devising selling unit’s market performance measures 
that 1) are meaningful to managers, 2) are based on 
easily observable and quantifiable data, 3) are valid and 
reflect the ability of selling units to progress, taking into 
account its market evolution, and 4) can accommodate 
short- as well as long-run market performance assess- 
ments. 

Like DEA, the selling unit market performance meas- 
ure used in this study is also a multi-criterion procedure. 

It presents, however, several advantages over DEA: 1) 
it measures “true” market performance, discarding 
environmental factors that influence the sales results 
of every selling unit; 2) unlike DEA which is an ex- 
treme point method, it is not sensitive to some unusu- 
ally high or low unit performances, and consequently 
to outlying observations; 3) it requires much less com- 
putations (against one linear program per selling unit 
in DEA); and 4) it is more easily understood and ap- 
plicable by managers. 

3. Method 

3.1. Principle 

Managers assess a selling unit’s market performance at 
time T1 by comparing the performance this unit has 
achieved over some period of time t (typically a few 
weeks or months, ending at time T1) to some selected 
benchmark. Depending on the situation and manage- 
ment’s goals, the selected benchmark can be 1) the 
outcomes achieved during a comparable reference period 
of length t (such as the preceding period T0 or some other 
selected period, or an average of several selected bench- 
mark periods), or 2) some target outcome levels to be 
achieved during the considered period of time (for in- 
stance, some sales objectives or quotas). The analysis can 
be carried with one or several types of appropriate bench- 
mark. 

The choice of a benchmark is crucial and requires 
careful managerial consideration. Selecting a preceding 
similar period is appropriate whenever, during this period 
of time, external factors have not differentially and sig- 
nificantly affected the various selling units. 

At some time T1, four main factors reflect different 
aspects of a selling unit’s current market performance 
variation over the benchmark: 1) the total industry sales 
(IS) variation in this unit:  1 1 0 0 ; although 
a selling unit cannot be held responsible for industry 
sales variations, one should recognize that it is more 
difficult to improve a firm’s market position in a de- 
clining than in an expanding market; 2) the unit’s sales 
volume (S) variation 

–is IS IS IS

 1 1 0 0s –S S S  over the bench- 
mark situation; and 3) the corresponding selling unit’s 
market share (MS) variation 

 
 

1 1 0 0

1 1 0 0 0 0

–

–

ms MS MS MS

S IS S IS S IS




, 

because performance should account for a selling unit’s 
ability to improve or maintain the firm’s market position 
in its territory; and 4) the corresponding gross profit 
variations  1 1 0 0π –      . Being measures of vari- 
ation (in decimal form), is1, s1, ms1, and π1 can either be 
positive or negative (or null) and will typically vary 
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between −1 and +∞1. 
In order to provide a simpler explanation of the un- 

derlying concepts and rationale of the proposed method, 
a simpler case that does not consider profit variations is 
discussed first. Then, in a following section, the method 
is generalized to the case including profit variations. 

3.2. Selling Units’ Market Performance  
(Excluding Gross Profits) 

Table 1 provides an eight-cell cross-tabulation of selling 
units’ market performance situations according to the 
variation directions of the territory’s industry sales (is1 > 
0 or < 0), sales volumes (s1 > 0 or < 0), and market share 
(ms1 > 0 or < 0). (From here on, for simplification pur- 
pose, the subscript 1 will be omitted, unless necessary.) 

These three dimensions are somewhat interrelated. In- 
creased sales in a decreasing industry sales territory im- 
ply an increased market share (Case 1). Decreased sales 
in an increasing industry sales market imply a decreased 
market share (Case 6). No inference about market share 
variations can be made, however, on the basis of sales 
and industry sales variations alone when both sales and 
market industry sales increase (decrease). In such cases, 
market share increases or decreases, depending on the 
relative sizes of the sales and industry sales increase (de- 
crease) rates. Therefore, one should explicitly take mar- 
ket share variations into consideration. The six possible 
cases defined in Table 1 provide clear indications about 
how a selling unit market position has evolved in its ter- 
ritory over time, taking into account factors over which 
this unit has no control (such as market size variation, 
competitive strength, or other factors). 

The six situations described above are represented 
graphically in Figure 1 (Zone 1 to 6). This diagram re- 
lates a selling unit’s territory sales (s) and market share 
(ms) variations over the benchmark. For instance, a sell- 
ing unit A may have experienced a sales increase (sa) and 
a market share increase (msa) and consequently be posi- 
tioned at point A in Figure 1. The slope of the vector NA 
reflects the corresponding industry sales variation (isa) 
during that period of time. Note that every selling unit’s 
vector must start at point N (−1, −1) (a 100% sales de- 

crease always implies a 100% market share decrease). 
Because industry sales variations are generally beyond 
their control, selling units cannot choose the slope of the 
vector along which they can move. However, how far 
they move on their respective vectors in the direction of 
the arrow does reflect the quantity and quality of the 
work accomplished by the firm in this territory. The 
length of the vector NA reflects Selling Unit A’s market 
performance. In other words, the unit’s market perfor- 
mance (the length of Vector NA) has been disentangled 
from uncontrollable market size variations (the slope of 
Vector NA). 

Although theoretically, s, is, and ms can possibly vary 
between −1 and infinity, in most usual cases, their values 
are likely to be relatively close to zero (NO = status quo, 
i.e., no change over the benchmark: s = is = ms = 0). The 
six zones shown in Figure 1 correspond to the six cases 
in Table 1. Because the length of the vector is character- 
istic of a given selling unit market performance, iso- 
market performance curves are quarter of circles centered 
on N. A larger radius of the circle reflects a higher mar- 
ket performance level. 

In order to compare the market performance of various 
selling units, one can compare the percentages by which 
each one has moved on its vector compared with the 
status quo N0. A formal measure called ISUMP (Index 
of Selling Unit Market Performance) can be used to that 
effect. 

3.3. Analytical Formulation 

Let successively be sales variations (s), industry sales 
variations (is) and market share variations (ms) in Selling 
Unit i’s territory (all in decimal form) (subscript i omit- 
ted unless necessary): 

 1 0 0– ,s S S S s 1                 (1) 

 

ms
p = -0.5

Zone 1

p = 0

Zone 2 p = 1

-1

ma

0

Zone 3

Zone 4
Zone 5

Zone 6

1

s

-1

1

A (pa)
sa0

 

1All the selling units are assumed to make at least some profit in T0 and 
T1. In some relatively rare instances, however, it may be possible to 
observe π1 < −1 whenever a loss rather than a profit occurs in either T0

or T1. In such cases, a profit (or loss) percentage variation is meani-
ngless. Whenever this situation arises, the problem can be handled in 
different ways: 1) excluding such selling units from this analysis and
dealing with them separately; 2) If the loss is small and affects a rela-
tively small number of selling units, the profit variation can be ap-
proximated by the −1 value (this would slightly overestimate these 
selling units’ market performance); 3) the reference period could be 
changed (or replaced by objectives) in order to suppress the problem; 
and 4) the same profit amount could be added to the profit results in T0

and T1 for all the selling units, in such a way as to suppress the loss for 
the largest losing selling unit. Figure 1. The six performance zones.  
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Table 1. Six possible strategic performance situations according to territory sales, market industry sales, and market share 
variations. 

Sales increase (s > 0) Sales decrease (s < 0) 

 Market share increase 
(ms > 0) 

Market share decrease 
(ms < 0) 

Market share increase 
(ms > 0) 

Market share decrease 
(ms < 0) 

Industry 
sales 

increase 
(is > 0) 

Case 2 
Sales increase at a higher  
rate than market potential. 

The salesperson strengthens 
the company position in  

an expanding market  
demand territory. 

Case 4 
Sales increase, but at a lower 

rate than market industry sales. 
The salesperson weakens the 

company position in an  
expanding market demand  

territory. 

IMPOSSIBLE 

Case 6 
Sales and market share decrease 

in an expanding market. The 
salesperson cannot take advantage 
of the market opportunities in the 

territory. 

Industry 
sales 

decrease 
(is < 0) 

Case 1 
Sales and market share  

increase as the market shrinks. 
The salesperson strengthens 
the company position in a 
declining market demand 

territory. 

IMPOSSIBLE 

Case 3 
Sales decrease but at a lower 
rate than the market industry 

sales. 
The salesperson offers a 

strong resistance against the 
declining market demand in 

the territory. 

Case 5 
Sales decrease at a higher rate 
than the market industry sales. 
The salesperson weakens the 

company position in a declining 
market demand in the territory. 

 

 1 0 0 ,is IS IS IS is   1            (2) 

 1 0 0– ,ms MS MS MS ms 1,          (3) 

with 0 0 0MS S IS , and 1 1 1MS S IS , 
where: 

1  sales level achieved by Selling unit i in period 1, 
in dollars; 

S 

0 sales level for this unit in the benchmark situation, 
in dollars; 

S 

1IS 
 

 industry sales in period 1, in dollars; 

0IS   industry sales in the benchmark situation, in 
dollars; 

1MS   market share achieved in this unit’s territory in 
period 1, in decimal form; 

0MS   market share for this selling unit’s territory in 
the benchmark situation, in decimal form. 

Replacing S1 and IS1 by their values in (1) and (2) in 
Equation (3) leads to: 

   1 1 1ms is s is is                   (4) 

Given specific values of is  1 is    , one can de- 
termine the linear relationship linking market share ms to 
sales volume s variations, as shown in Equation (4). Thus, 
for ; for 1,is ms    1 2, 2 1;is ms s     for is = 
0, ms = s, and for 1, 2 1 2ms s  is . In the same way, 
because the three concepts are interrelated, each one can 
be expressed as a function of the other two: 

     1 and 1s ms is is is s ms ms          (5) 

As shown in Figure 1, every selling unit can move 
along a vector characteristic of its territory situation, and 
market performance is reflected by the position an entity 
has reached on its vector. By simple application of the 

Pythagorean Theorem, the status quo (benchmark situa- 
tion) iso-performance curve has a radius equal to the 
square root of 2, i.e. (2)½. 

In order to compare the market performance achieved 
by various selling units, one must assess by which per- 
centage each unit has moved on its vector from the status 
quo. For a given unit i which has achieved sales varia- 
tions of si0 and market share variation of msi0 in period 1, 
the market performance increase (or decrease) in com- 
parison with the benchmark situation 0 (or Index of Sell- 
ing Unit Market Performance, ISUMP) is given by: 

    1 2
2 2

0 0ISUMP 100 1 1 2i is ms           (6) 

By replacing si0 and msi0 by their values in (1 - 3) and 
rearranging the terms leads to another expression of the 
ISUMP: 

     1 2
2 2

1 1 0 1 0

ISUMP

100 2IS S S IS IS  


      (7) 

ISUMP = 100 means no market performance improve- 
ment, ISUMP > 100, some improvement, and ISUMP < 
100 some market performance decrease. In order to as- 
sess how a selling unit’s market performance compares 
with the overall higher order entity (e.g., a given sales 
territory within its corresponding branch office) market 
performance, this index can be supplemented by an ad- 
justed ISUMP defined as2: 

 
 

100 entity s ISUMP
Adjusted ISUMP

higher order entity s ISUMP


’
’

  (8) 

2Like in DEA, every selling unit market performance could be related 
to the “best practice”. 
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The analysis can be supplemented by locating the po- 
sition of every selling unit on the six-zone map (tips of 
market performance vectors in Figure 2). For instance, 
in the reported application (see the following section), 
the market performance vectors of twenty-eight sales 
territories (ST1 to ST28) constituted of a 713 salesperson 
sales force have been cast into one single common graph 
and can be compared directly. For greater visibility, 
however, only representative cases from each zone are 
shown in Figure 2. 

3.4. Selling Units’ Market Performance  
(Including Gross Profits) 

The same principles apply when profit margin variations 
are added to the analysis. In this case, there are twelve 
situations (and twelve corresponding zones); each case 
identified in Table 1 being characterized either by a 
profit margin (pm) increase or decrease over the bench- 
mark. Consequently, all previous zones are split accord- 
ing whether they are characterized by a profit margin 
increase (indexed a) or a profit margin decrease (indexed 
b). As shown in Figure 3, the market performance vec- 
tors are cast into a three dimensional space characterized 
 

 

Figure 2. Positions (tips of market performance vectors) of 
seventeen selected sales manager on the six-zone grid and 
overall office (darker arrow). 
 

 

Figure 3. Selling unit’s market performance vector in a 
three dimensional space. 

by the s, ms, and pm variations. 
There are two ways through which a selling unit can 

increase profits: increasing sales and/or the profit mar- 
gins on the goods or service sold (either through negotia- 
tion of higher prices and/or selling more profitable prod- 
ucts). The profit situation is therefore characterized by: 

 1 1 0 0 0 0 0 1 1π – , with andPM S PM S        1

(9) 
where PM0 and PM1 are the profit margin rates respec- 
tively in the benchmark situation and achieved in Period 
1. Defining the profit margin variation as  

 1 0pm PM PM PM  0


 leads to: 

  π or π  pm pms s pm s s 1           (10) 

A simple extension of the previous analysis leads to an 
estimate of the Index of Selling Unit Market Perform- 
ance (ISUMP): 

      1 2
2 2 2

0 0 0ISUMP 100 1 + 1 1 3i i ims s pm        

(11) 

or using Equation (10): 

        1 2
2 2 22

0 0 0

ISUMP

100 1 1 + 1 π 1 3i i ims s s       
 

(12) 

3.5. Market Strategy Implementation  
Performance 

In many cases, a firm may equally value sales, market 
share, and profit achievement. Alternatively, when in- 
troducing a new product line, a firm may select a strategy 
of fast market penetration. In this case, sales and market 
shares may be assigned a higher weight than immediate 
profits. In other instances, the firm may select a market 
skimming strategy. In this case, profits may be given 
more importance relative to market share. Other strate- 
gies may be pursued. In such cases, selling units that are 
given the responsibility to implement market strategies, 
and it seems natural to assess the units’ market perform- 
ance at implementing them. This issue can be easily han- 
dled by management assigning different weights reflect- 
ing the relative importance of the three outcomes. Let: 

   weight assigned to market share increases 
   weight assigned to sales volume increases 
   weight assigned to profit margin increases 

with 
1                    (13) 

In this case, a straight application of these weights to 
the corresponding dimensions lead to a new expression 
of the Index of Selling Unit Market Performance 
(ISUMP): 
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     
 

1 2
2 22 2 2

0 0 0

2 2 2

ISUMP

1 1 1
100 i i ims s pm  

  

      
 

2 



 

(14) 

In addition, when management wishes to assess selling 
units’ performance at implementing different market stra- 
tegies for different product lines, the analysis may be 
carried out for the various product lines separately. Then, 
management may assign different weights to the product 
lines reflecting their relative strategic importance. A 
weighted market performance index is computed for 
every unit, and compared to the corresponding higher le- 
vel selling entity’s ISUMP. 

4. Application 

This procedure has been implemented in a large North- 
American insurance company which sells directly to cus- 
tomers with no intermediary involved. Like many North 
American insurance companies, this firm lacked ade- 
quate means to properly assess the market performance 
of the various selling units (sales agents and sales ma- 
nagers) at developing their territories over time. Thus, 
the general sales manager was highly concerned about 
the current market performance evaluation procedure 
where sales managers were essentially relying on one 
single criterion, i.e., the sales volume achieved in each 
territory. As a result, several salespersons grew dis- 
satisfied with this criterion: they argued that even though 
their sales grew slowly (or even decreased) their territory 
market share was increasing. Market share data were 
collected from internal services and communicated to the 
sales personnel each month. 

In this case, the application involved all the branch 
offices covering the North American market. The com- 
pany used 713 insurance agents under the supervision of 
sales managers in 28 sales territories. Because of space 
constraints, only the results of the 28 sales offices are 
reported here. In other words, the branch office has been 
selected as the selling unit. For that purpose, the 
required data are the summated results across territories 
belonging to a selling unit. Those were calculated by 
cumulating the results of the insurance agents they 
supervise. 

4.1. Cross-Sectional Market Performance  
Analysis 

Selecting an adequate time period length to assess per- 
formance variations is an important decision. Too short a 
period of time (e.g., monthly data) could lead to wide 
market performance variations and may hide the true 
longer term performance of some selling units. Alterna- 

tively, too long a period of time (e.g., more than one year) 
may not be flexible enough, especially if management 
bases some financial rewards on short-term performance. 
This is why it may be worthwhile to carry the analysis 
with various time period lengths, whenever possible. In 
this application, quarterly performance results were not 
judged by management to be stable enough. Conse- 
quently, a one-year time period length (t = one year) was 
deemed most appropriate. 

In addition, management selected market perform- 
ances achieved during the previous year as benchmarks 
for comparing current market performances. During that 
year, no new product had been launched, marketing in- 
vestments had been normal and the market had remained 
pretty stable. For illustration purpose, for a sample of 
sales territories at both ends of the performance spectrum 
(ST1-ST3 and ST26-ST28), the first eight rows of Table 
2 give the sales levels, industry sales (estimated by the 
internal services of the company), the territory market 
shares, and the gross profit margins during both Year 1 
(Y1) and Year 2 (Y2), with Y0 as the benchmark situation. 

The percentage variations (in decimal form) in sales 
(s), industry sales (is), market shares (ms), gross profits 
(π) and gross profit margins (pm) in Year 2 over Year 1 
have been used for computing the Index of Selling Unit 
Market Performance (ISUMP), using Equation (11) or 
(12). In this application, gross profit margins were esti- 
mated as: 




Gross profit margins

revenues sales cost general administration cost

costs of customer claims

  



 

The interpretation is straightforward: the ISUMP index 
relates market performance in every sales territory, rela- 
tive to the benchmark year, taking into account the evo- 
lution of industry sales and consequently, the impacts of 
competition and other environmental factors in the terri- 
tory. 

Considering first the Year 2 results (excluding profits), 
as can be seen in Figure 2, among the four highest 
performing territories (ST25 to ST28), three are located 
in Zone 1. Overall, nine sales territories (or 32 percent) 
were high sales performers, located in Zone 1: the firm’s 
position is aggressively strengthened in a declining 
opportunity market. In ten sales territories, i.e., 36 
percent, market shares and sales volumes could increase 
while demand had been slightly increasing. These 
territories are located in Zone 2 and their managers have 
been able to take advantage of the industry sales growth 
in their territories. They include the second best 
performing territories (ST27) in which sales significantly 
increased in an almost stagnant market (borderline of 
Zone 2). In addition, six sales territories (21 percent) fell 
nto Zone 4. Their managers may not have properly  i 
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Table 2. Sales and territory market share variations over the benchmark period for selected sales territories. 

Sales Data ST28 ST27 ST26 ... ST3 ST2 ST1 

S0 38,375 22,251 27,438  30,104 26,857 32,562 

IS0 170,860 119,913 194,451  168,074 148,469 149,122 

MS0 0.2246 0.1856 0.1411  0.1791 0.1809 0.2184 

P0 3,640,118 1,307,837 3,058,069  2,772,587 1,981,117 3,130,635 

S1 39,730 23,106 28,092  30,021 26,870 32,105 

IS1 168,894 120,262 194,174  168,405 152,908 149,719 

MS1 0.2352 0.1921 0.1447  0.1783 0.1757 0.2144 

P1 6,144,282 1,612,006 3,341,885  2,800,849 2,786,131 3,094,727 

Proportion Increases or Decreases 

s 0.0353 0.0384 0.0238  −0.0028 0.0005 −0.014 

is −0.0115 0.0029 −0.0014  0.0020 0.0299 0.004 

ms 0.0474 0.0354 0.0253  −0.0047 −0.0286 −0.018 

p 0.6879 0.2326 0.0928  0.0102 0.4063 −0.0115 

pm 0.6303 0.1870 0.0674  0.0130 0.4056 0.0025 

ISUMP Based on Sales and Market Share Variations Only 

ISUMP 104.14 103.69 102.46  99.63 98.61 98.4 

Adjusted* 103.08 102.64 101.42  98.61 97.6 97.4 

Zone Zone 1 Zone 2 Zone 1  Zone 6 Zone 4 Zone 6 

ISUMP Based on Sales, Profit, and Market Share Variations 

ISUMP 126.85 108.92 103.90  100.19 114.31 99.02 

Adjusted** 106.14 91.15 86.94  83.84 95.66 82.86 

Zone Zone 1a Zone 2a Zone 1a  Zone 6a Zone 4a Zone 6b 

 
exploited the growth opportunities of their markets: their 
sales volumes increased in an expanding market, but not 
sufficiently to maintain the firm’s market position at its 
original level. Finally, two sales territories (7 percent), 
performed pretty poorly: their management failed to 
exploit the market growth opportunities and weakened 
the firm’s position in an expanding market (Zone 6). 
Only in one sales territory (4 percent) management could 
strengthen the firm’s market position in a decreasing 
market demand, but not enough to keep the same sales 
rate (Zone 3). No sales territory has been observed in 
Zone 5. 

The graphic illustration of Figure 2 allows a better 
diagnostic of the relative market performances in the 
different sales territories. Using these results, the top 
management learned that territories operated in different 
zones and that it was desirable to adopt different stra- 
tegies for the territories in the various zones. For instance, 
it was decided to better reward the efforts of the best 
performing agents in Zone 1, who aggressively streng- 
thened the firm’s position in a declining market. 

Adding the profit dimension to this analysis (bottom of 
Table 2) provides a somewhat different picture. In the 
insurance industry, the profitability of a company is 
characterized by a rigorous risk selection. Consequently, 
one observes substantial variations of profitability from 
one year to another depending on the rigor of the risk 
selection decisions. Sometimes, insurance agents sub- 
scribe bad risks in order to increase their sales. For this 
reason, great variability may exist between the indices 
depending on whether profits are taken into account or 
not. 

Of the sales territories considered in this analysis, 22 
(79 percent) fell into an a zone (profit margin increase). 
Only six (21 percent), fell into a b zone and experienced 
a profit margin decrease. Consequently, because of these 
overall good results, the whole company experienced a 
high ISUMP index of 119.51. The highest performing 
sales territories show successively ISUMPs of 205.95, 
164 78, 147.84, 147.80, and 142.18. The three lowest 
performing territories show ISUMPs of 87.38, 98.26, and 
99.02. This shows that including the profit dimension 
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into the analysis sheds some new light on the various 
territories’ market performances. For example, ST5 with 
a below average sales performance (adjusted ISUMP = 
98.81), had a superior performance when profits were 
also considered (adjusted ISUMP = 123.71). From a 
managerial point of view, sales territories that depart 
sharply from an ISUMP value of 100 should be consid- 
ered for further diagnosis and possible corrective actions. 

4.2. Compararison with the Other Evaluation  
Methods 

One of the most frequently used bases for evaluating a 
unit’s sales performance is sales increase/decrease over 
the last (similar) period. In the reported case study, va- 
riations of selling unit’s sales as a measure of market 
performance does not fully account for the different 
territory situations (industry sales variations or market 
share evolution). As can be seen in Figure 1, a given 
level of sales decrease (for instance s = 0.90) can yield 
quite different market performance assessments, de- 
pending on whether the performance vector ends up in 
Zone 1, 2, or 4. 

Table 3 provides a comparison of the sales territory 
rankings based on their ISUMP scores (including profits) 
and based on sales variations exclusively. The Spearman 
coefficient of correlation is a low 0.100. In addition, in 
the present case, several sales territories experienced a 
low market performance with the ISUMP index exclud- 
ing profit and a good market performance with the index 
including profit. 

4.3. Strategic Market Performance Analysis 

This analysis has been extended to the cases where the 
firm would pursue either market penetration (MPS) or 
market skimming strategies (MSS) (versus an undiffer- 
entiated strategy giving equal importance to all three 
objectives). In such cases, top management could assign 
different weights to the three objectives (sales volume, 
market share, and profits). In these occurrences, the 
firm’s management should clearly communicate those 
weights to all the concerned managers, and inform them 
of the strategic market priorities. As an example, man- 
agement could assign the following weights: 

Weights for:          MSS       MPS  
Market share increases   α = 0.1      α = 0.6 
Sales volume increases  β = 0.3      β = 0.3 
Profit increases       γ = 0.6      γ = 0.1 
Total           1.0            1 
The results obtained after application of Equation (14) 

are shown in Table 4. This firm would achieve a better 
overall market performance by following a market 
skimming strategy (ISUMP = 145.46 (Year 1) and 140.64 
(Year 2)), and a lower market performance by following 

a market penetration strategy (ISUMP = 102.82 (Year 1) 
and 102.24 (Year 2)) or an undifferentiated strategy 
(ISUMP = 122.15 (Year 1) and 119.50 (Year 2)). ST28’s 
market performance assessment would follow a very 
similar pattern. As a result, the adjusted ISUMP for ST28 
remains very stable, irrespective of the strategy being 
followed (respectively 109.63, 107.93, and 108.26 for 
Year 1; 108.15, 103.77, and 106.45 for Year 2). Con- 
sequently, weighting the different elements included 
 
Table 3. Comparison of managers’ market performance 
under sales variations versus sales, profits, and market 
share variations. 

Sales, Profits, and Market 
Share Assessment Basis 

Sales Assessment 
Basis Sales  

territories
Index Zone Ranking* Index Ranking*

ST4 582.45 Zone 4a 1 0.0010 23 

ST18 205.95 Zone 2a 2 0.0176 9 

ST17 164.78 Zone 2a 3 0.0125 13 

ST5 147.84 Zone 3a 4 −0.0035 26 

ST14 147.80 Zone 1a 5 0.0091 16 

ST15 142.18 Zone 2a 6 0.0123 14 

ST16 139.81 Zone 1a 7 0.0111 15 

ST24 133.99 Zone 2a 8 0.0244 3 

ST8 133.61 Zone 4a 9 0.0050 19 

ST22 131.08 Zone 1a 10 0.0153 12 

ST28 126.85 Zone 1a 11 0.0353 2 

ST19 122.66 Zone 2a 12 0.0230 5 

ST2 114.31 Zone 4a 13 0.0005 24 

ST27 108.92 Zone 2a 14 0.0384 1 

ST21 108.48 Zone 2b 15 0.0161 10 

ST7 107.08 Zone 4a 16 0.0051 18 

ST13 105.97 Zone 4a 17 0.0198 7 

ST12 105.78 Zone 1b 18 0.0064 17 

ST25 105.29 Zone 1a 19 0.0188 8 

ST23 104.01 Zone 2a 20 0.0226 6 

ST26 103.90 Zone 1a 21 0.0238 4 

ST10 101.63 Zone 2a 22 0.0031 21 

ST6 101.00 Zone 4a 23 0.0026 22 

ST3 100.19 Zone 6a 24 −0.0028 25 

ST1 99.02 Zone 6b 25 −0.0140 27 

ST9 98.26 Zone 2a 26 0.0040 20 

ST20 87.38 Zone 1a 27 0.0154 11 

Total Office 119.51 Zone 2a    

*Spearman’s Rank Correlation = 0.100. 
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Table 4. Impact of various market strategies upon ISUMPS 
(yearly data). 

Sales Data Year 1 Year 2 

SALES TERRITORY ST28 

s 0.0379 0.0353 

ms 0.1058 0.0473 

p 0.7817 

pm 0.7166 

0.6879 
0.6303 

ISUMP Based on a Market Skimming Strategy  
(a = 0.1, b = 0.3, g = 0.6) 

ISUMP 159.48 152.11 

Adjusted 109.63 108.15 

ISUMP Based on a Market Penetration Strategy  
(a = 0.6, b = 0.3, g = 0.1) 

ISUMP 110.98 106.10 

Adjusted 107.93 103.77 

ISUMP Based on Equal Weight for Sales, Profits, and Market Share 
Variations (a = 0.33, b = 0.33, g = 0.33) 

ISUMP 132.24 

Adjusted 108.26 

126.84 
106.14 

TOTAL OFFICE 

s 0.0171 0.0117 

ms 0.0126 0.0087 

p 0.5812 0.5153 

pm 0.5546 0.4977 

ISUMP Based on a Market Skimming Strategy  
(a = 0.1, b = 0.3, g = 0.6) 

ISUMP 145.46 140.64 

ISUMP Based on a Market Penetration Strategy  
(a = 0.6, b = 0.3, g = 0.1) 

ISUMP 102.82 102.24 

ISUMP Based on Equal Weight for Sales, Profits, and Market Share 
Variations (a = 0.33, b = 0.33, g = 0.33) 

ISUMP 122.15 119.50 

 
in the ISUMP index so as to reflect the selected market 
strategy makes it possible to assess how effective every 
selling unit has been at implementing this strategy. 

Following implementation, the company’s top mana- 
gers in charge of business development in North Ame- 
rica were impressed by the outcomes of this project. For 
the first time, they could make a sound analysis of the 
market performance in the different sales territories in 
terms of business development, which was not done 
before. For Year 2 annual sales territories’ evaluation, 
top management used the results of this analysis for 
making a better allocation of its resources. They had at 
their disposal a sound basis for denying additional re- 

sources requested by some sales agents and assigning 
them to sales territories that could profitably take ad- 
vantage of market opportunities. This method provided 
top management with a powerful tool that could help 
assess their own strategies and decisions and point to 
possible resource allocation improvements. In addition, 
managers could identify the zones with large untapped 
company potential for growth. Although the ISUMP 
indices are only indicators of market performance and do 
not provide a diagnosis, they could allow management to 
identify and question the sales managers in charge of 
every territory in order to find proper explanations for 
their market performance and plan actions to take ad- 
vantage of every market opportunity. 

Advantages and Limits 
The proposed procedure has several advantages: First, it 
provides short-run and/or long-run sales market perfor- 
mance assessments that, as can be observed frequently in 
practice, are dimensions that many sales managers like to 
watch very closely. It reveals also which selling units 
could and/or should take advantage of market oppor- 
tunities in order to reinforce the firm’s market position, a 
typically long-term objective, generally implying cus- 
tomer relationship and loyalty building. Second, the 
proposed market performance measure is simple to com- 
pute and understand within a firm and its various selling 
units. It is based upon the three major ingredients of 
market performance, i.e., increases/decreases of 1) sales, 
2) market share, and 3) profit, compared with some se-
lected benchmark(s). These are elements over which 
selling units are generally recognized to exert direct in- 
fluence, and that are easy to measure. As a result, this 
method can be implemented easily and at low cost as part 
of a CRM application or business intelligence tools. 
Third, the proposed market performance measurement 
process is fair. It provides selling units with evaluations 
that are commensurate with their actual market perfor- 
mance, by making the generally reasonable assumption 
that environmental conditions equally affect a firm and 
its competitors. Fourth, the procedure is dynamic, and 
can be applied over several consecutive periods of time, 
and/or with various time lengths. As a result, it can be a 
useful device for tracking selling unit market perfor- 
mance over time, for shorter or longer periods of time, 
depending on the objectives. Fifth, the ISUMP index can 
be applied to assess the market performance of various 
sales entities (from territories assigned to a sales teams or 
an individual salesperson, regional or district sales 
offices, to the whole sales organization) and for various 
product lines, providing a common basis for making 
useful comparisons among and across those entities. Fi- 
nally, a firm could use the ISUMP indices for allocating 
financial rewards (such a quarterly bonus) for short-run 
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market performance [65]. As can be seen from Equation 
(7), this amounts to providing a reward that is pro- 
portional to current sales (S1), but at a rate that is specific 
to each selling unit and that accounts for basic territory 
characteristics. Note that when selling teams are involved, 
one part of the bonus may be allocated according to the 
unit (e.g., regional office) market performance index, and 
one part according to individual market performance 
measures. 

The proposed procedure has also a few limitations: 
First, this method is applicable in cases where several 
firms compete in the same market and when the consid- 
ered firm does not hold too large a market position com- 
pared to its competitors. Second, random sales variations 
due to environmental uncertainties or unusual circum- 
stances are accounted for only implicitly. For instance, 
an unexpected windfall sale would increase S1, s, and 
consequently, provide too high a market performance 
evaluation for that period. Although the ISUMP indices 
are effective market performance diagnosis tools and 
point to more and/or less efficient selling units taking the 
territory conditions into account, they do not diagnose 
why such market performance levels have been reached. 
In other words, the ISUMP index can identify possible 
problems, but does not provide a diagnosis. Third, as a 
corollary, such market performance analyses should not 
prevent management from watching other more qualita- 
tive aspects of selling units’ market performances. For 
instance many human aspects (such as, for instance, the 
characteristics of the salespersons or the sales teams in 
charge of the selling units, e.g., their experience or career 
stage) should be kept in mind when carrying such an 
analysis. This index may be considered along other indi- 
cators in order to obtain a complete picture of every sell- 
ing unit market performance. Finally, the proposed me- 
thod requires access to sufficiently reliable market share 
data for every selling unit. Note, however, that in many 
industries (like the pharmaceutical industry) firms have 
access to such syndicated data on a regular basis. 

5. Summary and Conclusion 

This paper has described a relatively simple procedure 
for assessing various selling units’ market performance, 
not only in the short-run, but also accounting for a firm’s 
market position improvement (or decay) a typical long- 
term firm’s marketing concern and a more relevant 
selling unit’s market performance measure. The assess- 
ment formula is simple to explain and easy to administer. 
It requires only three sets of data: selling units’ sales 
volumes, market shares, and profits in the corresponding 
territories. In addition, the outcomes of a selected market 
strategy can be assessed easily. A firm can integrate this 
procedure into its CRM or other sales intelligence system 

easily and at low cost. This procedure has been illus- 
trated with an actual case study. It has been shown to 
provide more adequate results (from a marketing point of 
view), and more equitable market performance assess- 
ments than more complex (or even simpler) comparable 
procedures. 

There are several ways in which the proposed proce- 
dure could be extended or refined. For instance, it could 
be modified to account for various variables, such as 
random factors and uncertainties. It should be kept in 
mind, however, that these refinements would come at the 
cost of making the procedure more complex. Conse- 
quently, they should be included only if the new benefits 
are worth the additional complexity. 
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