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schedule based upon what one is at present best fitted to
build; second, to establish a sales schedule based on
the assumption that one will equip and organize to build
that which can be sold to the best advantage.

In the average case, it seems reasonable to assume
that a compromise between these two will be made. It
is hardly possible in the average business to radically
change equipment and organization, to sell an entirely
new line. Financial conditions frequently prohibit,
Therefore, most of us have to compromise at this point
and adopt the first method, of selling what we are best
fitted to build.

Assuming we follow this course, we are confronted
by the fact that we have a plant of a certain definite
type and size. \We may Be making one article only or
hundreds of different articles. . “

The plant ‘may be, and most plants uslﬁally are, so
equipped and organized that some lines are highly prof-
itable while others are merely burden carriers.

' Most managing executives are auxious and are striv-
ing by every possible means to increase the sale and

wproduction of those lines which naturally are the most .

profitable.

. Under these circumstances, therefore, the sales man-
ager has to confront the very definite problem of se-
curing a certain amount of business in' each particular
product which he sells. Further, he must face the prob:’
lem of deciding where he can obtain ‘this business at
the lowest sales or distribution cost.

How can these problems be solved? Just how can
this highly desirable sales schedule be worked out in my
business? That is the concrete practical and highly dif-
ficult task which faces.each of us who sells either his
own or some other man’s products.

No doubt many of us have endeavored to make up
a siles schedule for our business using the various
statistics available concerning the consumption of sta-
ple articles and goods.

The statistics available concerning articles of daily
personal wear or -consumption may perhaps be used with
a reasonable degree of certainty to forecast the poten-
tial sales per capita in any territory.

However, a large number of us are making products
which are not for direct personal use or consumption.
Their sale is not, for instance, directly proportional to
the number of people in a glven territory.

How then can we determine the potential sales of
such articles in a given territory?

The trouble with most of the sales statistics available

" today is that they do not apply to and, therefore, can-

“further demand caused by expansion of the industry
‘which varies from year to year.
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not be used in many of our businesses.

In our own particular case, for instance, it is an ex-
tremely difficult problem to forecast sales based on the
information now available. Many other concerns are
facing exactly the same problem. Their products are
used in numerous lines of industry. They are sold
through various channels of distribution. The manu-
facturer is frequently far removed from the consumer.

As a contribution given for what it may be worth
in helping to solve this problem, let me say that from
my own personal experience in attempting to analyze
the market for our products, I have reached the definite
conclusion that the first step is to determine the actual
use or uses to which each article is put by the ultimate
user or consumer.

This involves a demled knowledge of the different
processes in various industries and an analysis of each
industry to determine the extent to which each article is
used in the industry.

Now this is a tedious and expensive proposition but
how can any sales schedule be prepared unless you
know the use to which your products are put in what-
ever fields they may be sold?

And knowing the use, how can one arrive at the vol-
ume of business except to analyze the size of each using
industry, or ultimate consumer.

By analyzing the ultimate use of the product and the
size of the field as suggested above, one may determine,
with a degree of accuracy which certainly is superior to
a purely guess-work method, the potential annual busi-
ness. “

For instance, take the paper’ industry where varlmus
types of machinery are used in fairly large quantities.
An analysis as outlined would disclose the total number
of machines of each type installed at the present time.
"The life of each machine may be determined by analysis
with a fair degree of accuracy.

From these figures, a reasonably accurate estimate
may be made of the replacements required annually.

To the annual replacement should be added *

A final estimate of potential sales may thereby be
made which will be reasonably accurate.

As a check on the estimate obtained by the method
suggested above, most sales managers can obtain infor-
mation giving the total sales of his type of articles in
any field.

The Department of Commerce reports, census sta-
tistics, economic service courses and’ finally, but not least,
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a close confact with competitors will provide a check-up
on this suggested method of forecasting sales with actual
results which have been obtained in any given territory.

1t should be kept clearly in mind that the first pri-
mary purpose of analyzing a market is to determine the
potential business in it. Most of us have available com-
plete statistics on what we have done. We know, in
a fairly general way at least, what our competitors have
done. But relatively few, however, have approached
the ,problem with the object of determmmg what we
shotld do.

Mr. Wellman has emphasized the point that sales

" managers of today must deal not in figures of the past

but figures of the present and future and the determina-

tion of the potential business in a territory appears to’

be one of the first steps in the right direction.

Having made this estimate of potential business, the
sales manager is next confronted with the problem of
determining his proportion of that business. “How
much would it cost me to get what I want, what I need,
to profitably ‘run my plant?” “How is the best way to
attain and maintain my share of this potential business
at a reasonable sales expense >

And also, “What is a reasonable sales expense?”’
Certainly: 68 per cent is not reasonable. In some in-
stances, 3 per cent is considered a normal sales ex-
pense, others 10 per cent to 15 per cent is a fair average.
What will fit your business and my business after all
depends partly on competition and partly on the par-
ticular internal conditions peculiar to each business.

No doubt, most sales managers have various ways,
not mentioned here, of checking up potential business
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and probable sales but it must be admitted frankly that
the average sales manager talks and figures largely in
a comparative way.

Business is either good or ba(l or is going to be better
Oor worse.

Why not be perfectly frank about this so—called “Art
of Selling?” Why so much mystery? Why still cling
to the belief that a salesman was born not made? Why
assume that it is all in the man, not the produc{ and
service given, when, as Mr. Wellman has so truly.
pointed out, the essential elements of merchandising:
now, as heretofore, are goods where they are wanted,.
when wanted, at a reasonable price.

I have one other conclusion which has been reached
from personal experience that I present for what it
may be worth. It is that a definite sales plan based
on an analysis of the uses of the product and the size of
field, as briefly outlined abovg, can be made to actually
produce a material increase in $ales at a reasonable sales
expense in an old established territory where the com-
petition has been keen for several years.

Gentlemen, this sales schedule is.the mlssmg hnk in
the problem of merchandising today. It is the key to
increased profits in the business of practically every.one
of us.

We ought to know, we want to know, how we can
solve this particular problem,

Can Mr. Wellman be specific on this point?. Can
any members of this association contribute the neces-
sary detailed information to assist’ other members in
solving this problem? If any member can, he will have
rendered a real service.

| IIS (Taylof'é) reputation does not depend upon the
fact that he designed and built the most success-

ful Big steam hammer in the world, or that he devel- .

oped a method of treating tool steel that trebled its
cutting power, or that he determined the laws of cut-
ting metals, or even that he was the father of scientific
management. These were incidents in his career, and
only the logical results of his methods. At an early date
he realized how much of the world’s work was based

on precedent or opinion, and undertook to base all his -

actions on knowledge and fact. (Henry L. Gantt in
Taylor Memorial Volume, p. 61.)

N short, almost no one gains long or gains much

either from rising prices or falling prices. Either
implies enormous social wastes. Therefore, to society
as a whole, there is a great net loss, just as there would -
be from confusion and uncertainty in the yardstick of
length or in the pound of weight. Stabilizing the mone-
tary units is a reform on which all classes should unite—
debtors and creditors, bondholders and stockholders,
employers and employees, rich and poor. (Irving Fisher
in.The Stabilization of Business (Edie, editor) p. 82.)




