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Introduction 
Traditionally, the Theory of Constraints (TOC) has been applied in Production and Project 

environments. In these environments, it has been adopted as an alternative to the traditional 

(cost-based) approach to decision making. 

TOC’s critical insight is that in modern work environments Throughput is constrained by a 

single resource at any one point in time. This is a function of specialization (division of labor) 

and the impact of natural variation on flow within those environments where operations are 

dependent upon one another (which, of course, is a consequence of the division of labor). 

The implication of this single constraint is that a manager can choose to anchor the constrained 

resource in a single location (by deliberately maintaining protective capacity at all designated 

non-constraint resources) and that the constraint, once stable,  can then be used as both a 

source of management intelligence and a means of exerting control over the performance of the 

environment as a whole. This means that short-range decisions can be made by considering 

their impact at a single resource, rather than attempting to estimate their impact across a 

complex network of resources. 

This insight has been used to create scheduling frameworks (applications) for production, 

project, and distribution environments. And in many organizations, these frameworks have 

resulted in rapid, significant, and sustainable improvements in operational performance.  

For this reason, TOC has been well recognized and well regarded by operations professionals all 

over the world for the last 20 years or so. 

It’s worth noting that TOC is not really an approach to managing complexity (as is often 

stated). When faced with a complex system a TOC practitioner will initially use brute 

force (“choke the release”) to simplify the behavior of the system (i.e. eliminate 

complexity) and then apply the appropriate TOC scheduling framework. 

Until recently, the sales function has rarely featured in discussions of TOC. 

There are two reasons for that. The first is that, for most organizations, there is significantly 

more upside in operations than there is in sales. As Say’s Law counsels us, supply creates its 

own demand. 

The other reason is that Sales is the one remaining organizational function to which division of 

labor has not been applied. In most organizations, the sales function consists of a number of 

autonomous individuals who are compensated on a piece rate and who assume almost total 

ownership of customer relationships. 



Without the division of labor, you do not find the same network of dependencies that you find in 

production environments and, absent dependent operations, TOC’s critical insight is not 

relevant. 

It’s also worth noting that the traditional approach of the TOC practitioner has been to make 

decisions as if the sales function doesn’t exist. It’s common to hear practitioners state that the 

constraint has shifted to the market when a production resource is no longer constrained. 

When this statement is made, the implication is not that production has more capacity than the 

market (in aggregate) has demand, rather the implication is that the fraction of market demand 

that arrives in the form of purchase orders is less than the current production capacity. 

Obviously, the implicit assumption here is that sales (and marketing) is not responsible for (or 

lacks the ability to increase) that fraction of market demand! If that were true, it would 

presumably make sense for the organization in question to liquidate its sales function and pass 

the reduction in operating expenses to customers in the form of lower prices. 

This paper argues that, while the critical insight of TOC does not apply to the traditional sales 

function in its current form, there is good reason to apply division of labor to Sales. It then 

argues that the sales function, once transformed, will benefit from a TOC-based scheduling 

framework (or application). 

Redefining the responsibility of Sales  
It’s obvious to all who look that the traditional design of the sales function is flawed. 

In most industrial organizations, today, production is not fully activated even though the 

organization will produce the optimal return on shareholder capital when it is. 

The reason why production is not fully activated is that the organization has already scaled its 

sales function past the point of diminishing returns. Practically, this means that the cost of 

additional salespeople is greater than the value that these additional salespeople will generate. 

This inability to scale is the telltale symptom of a fundamental flaw in the design of Sales. No 

further evidence is required! 

The flawed assumption that underpins the design of the traditional sales function is that Sales 

should be responsible for revenue. 

While it feels correct, this assumption is wrong (and obviously wrong)! 

In almost all organizations, in any reporting period, the greater proportion of revenue is not a 

direct consequence of salespeople’s activities, it’s a consequence of customer inertia (contented 

customers keep purchasing). 

Now, salespeople will claim that they are responsible for the contentment of customers but this 

claim doesn’t stand up to even the most casual scrutiny. If we look at the reasons why customers 

defect, in most organizations the primary reasons are all related to operational performance 

(on-time delivery performance, pricing, product quality, and product range). It’s almost unheard 



of for a customer to abandon a vendor with excellent operational performance, simply because 

they are unhappy with their relationship with a salesperson! 

When we allow the sales function to assume responsibility for revenue, the inevitable 

consequence is that salespeople establish themselves as owners of customer relationships. This 

means that, as salespeople win customers, they spend an increasing amount of time servicing 

those customers and a decreasing amount of time pursuing new business. Paying salespeople on 

a piece rate amplifies this tendency. 

In due course, management will come to realize that, even though the organization has plenty of 

salespeople, the entire sales team has evolved into highly-paid customer service 

representatives—who are too busy to sell! 

Not surprisingly, this is not a scalable model. (Nor does it result in optimal customer care.) 

If we recognize that contented customers keep purchasing, then we should also recognize that a 

customer is (at least, in economic terms) an annuity: a stream of future income. 

And, if we recognize that customer contentment is primarily a function of operational 

performance then we should also recognize that operations must be made responsible for 

managing customer relationships, and not salespeople. 

This forces us to redefine the responsibility of sales. Sales, in this new order, should be 

responsible for winning new annuities and handing them to operations to manage. New 

annuities, means winning new customer accounts and selling new categories of business to 

existing customers. 

Importantly, the performance of the sales function should not be calculated by summing 

revenues over a standard reporting period. Rather, the contribution should be calculated by 

summing the net present value of new business won over that period. 

The logic here is obvious, even though the conclusions are counterintuitive. This means that if 

you expose senior executives to this line of reasoning, almost all will admit that it is correct, 

without hesitation! 

Division of labor 
Our redefinition of the responsibility of Sales is not a trivial one. 

It’s so radical that we have no choice but to reimagine the design of the sales function from 

scratch. 

A good starting point is to define, at the most fundamental level, the procedure for winning new 

business. Conceptually, the procedure is simple. We start with a compelling proposition. We 

then build a list of organizations—and ultimately individuals—whose business we wish to win. 

We then present this proposition to those individuals and pursue them until they resolve to 

either transact or to say no. 



If we have a compelling proposition and if we perform these steps at a sufficient rate, then we 

will win new customers and sell new categories of business to existing ones. 

The raw material we’re working with here is what’s called a sales opportunity. It springs into 

existence when we have paired a compelling proposition with a target individual, and it 

ultimately resolves to either won or lost (or abandoned) as a result of sales activities. 

The primary sales activity is what’s called a selling conversation. But there are other activities 

too. In major sales environments, the three notable additional activities are requirement 

discovery, solution design, and proposal generation. 

The most interesting question now is, for what, exactly should salespeople be responsible? 

The easy, and conventional, answer is, everything. However, this conclusion ignores two critical 

factors: 

1. Salespeople are the only people in most organizations with the ability and willingness to 

perform selling conversations. But, if we allow salespeople to perform activities other 

than selling conversations, they will do so; and they will do so to the detriment of selling 

conversations (there is no better example of student syndrome in the modern 

organization than salespeople’s general reluctance to pick up the telephone!) 

2. There are other people in the modern organization who are more capable of performing 

all activities other than selling conversations. Executive teams do a better job of 

generating compelling propositions than salespeople do. Marketing teams do a better job 

of compiling lists of target individuals than salespeople do. And engineering teams do a 

better job of requirement discovery and solution design (or, at least, they do if they are 

resourced properly). 

Accordingly, a smart executive will structure the environment in which salespeople operate so 

that it is not possible for them to perform any activity other than selling conversations. They will 

then manage this environment to ensure that salespeople perform a consistently high volume of 

selling conversations. 

The generation of sales opportunities should be the responsibility of marketing (in conjunction 

with the executive team), and all other non-selling activities should be the responsibility of 

operations (engineering and customer service). 

The design and management of the sales function 
As mentioned earlier, without division of labor, TOC has nothing to offer the sales function. 

However, with the structure proposed above, we now have a scheduling (or programming) 

problem. How do we coordinate work among all these specialists so as to ensure appropriate 

throughput? 

For simplicity, this discussion will ensure that the sales function is the organizational constraint. 

This means that customer service, engineering, production, and marketing (as well as all other 

functions) have surplus capacity. 



If Sales is the organizational constraint the implication is that the sales function should be fully 

activated at all times. And, if we peer inside the sales function, it’s pretty obvious that the 

internal resource that should consistently be fully activated is salespeople (in almost all 

circumstances). 

From this observation, we can conclude that: 

1. Marketing must ensure that salespeople never run out of opportunities to work on 

2. Operations must ensure that activities for which they are responsible are turned around 

well within customers’ reasonable expectations 

Given that even the most complex sales process is relatively simple by production standards, it 

should not be surprising that Drum, Buffer, Rope, the TOC production scheduling application 

can be pressed into service here. 

To ensure that salespeople are fully activated, marketing should maintain a queue of sales 

opportunities upstream from each salesperson (the buffer). The signal for marketing to 

replenish each salesperson’s queue is the closure of an opportunity by each salesperson (the 

drum). It’s important to note that an opportunity is closed when it’s either won or lost. 

Technically, to ensure the existence of the salesperson’s queue, the replenishment signal must 

preempt the salesperson’s closure of their opportunity. This means that marketing releases sales 

opportunities to salespeople at a time equal to the time at which an opportunity is closed, minus 

a period, sufficient in duration to result in a buffer of appropriate size (this early-signaling 

mechanism is the rope). 

Where other parties who contribute activities to the sales environment are concerned, the only 

necessary rule is that they consistently complete activities within a lead-time that is well within 

customers’ reasonable expectations. 

  



A typical sales function 

 

The image above represents a typical end-state after an organization has transitioned to the 

structure described above. Please note the following: 

● Customer Service is now considered part of Operations. The customer service team 

consists of generalist Tier One operators, supported by a smaller group of Tier Two 

specialists. 

● Customer Service is responsible for all continuity business (existing customers, 

repurchasing). This means that they generate quotes, process orders and resolve issues 

(including questions and the like). 

● The Sales function has been moved inside. A small team of professional internal 

salespeople, each have 10-15 selling conversations a day and do nothing else. 

● While the Sales function may have moved inside, legacy salespeople probably have not. 

It’s more likely that they have been transitioned into field-based Field Specialists. Their 

role is now to support both Sales and Customer Service with any and all face-to-face 

customer visits. 

● The job of the Campaign Coordinator is to replenish salespeople’s opportunity queues 

daily. Typically, a fully-activated internal salesperson will need about 100 opportunities 

in order for them to consistently perform 10-15 selling conversations daily. And, 

typically, they will process opportunities at the rate of about 10 each a day.  

● If we assume that Sales is the constraint (Production is not fully activated), then 

salespeople’s Opportunity queues are the constraint buffer. (Salespeople are the 

constraint). 



● If the constraint moves to Production (which is often desirable) then salespeople can 

switch to selling offers that represent free Throughput whenever the Production 

constraint is fully loaded. 

Transitioning to the ideal end state 
While the ideas represented here are radical, it’s important that the transition to the ideal end 

state is incremental and free of major risk. 

The trick is to start with production and work backward, rather than starting with marketing (as 

executives are most likely to do!). 

Practically, this means rebuilding Customer Service first to ensure that: 

1. Customer service is performing all of the transactional tasks that were previously (at 

least in part) performed by salespeople 

2. Customer service is performing these tasks at a significantly higher velocity and quality 

than salespeople previously were 

The result of this new Customer Service team is that customer relationships will transition 

quickly (and naturally) from individual salespeople to the Tier One Customer Service team. The 

team as a whole, not specific operators. 

Once it’s clear that the organization’s continuity business is safe, the next step is to build an 

internal sales team. In most cases, it makes more sense to staff this team with new operators and 

allow the legacy sales operators to stay in the field (where they are more comfortable). 

As the internal sales team generates an increasing demand for field activities (demonstrations 

and detailed-requirement discovery), legacy salespeople can be transitioned into Field Specialist 

roles. 

Common Questions (and answers) 

Do salespeople like this approach? 

The small number of salespeople in each organization’s sales function who actually enjoy 

pursuing new business will probably like this approach. The greater majority who enjoy being 

overpaid customer service representatives probably will not.  

A smart executive will recognize that this latter group should not continue to be salespeople in 

this new model. Our standard approach is to turn them into floating, field-based technical 

specialists. 

The folks in an organization who will be most uncomfortable with this approach are not 

salespeople. They are sales managers! Rank and file salespeople and senior sales executives are 

well aware of the problems with sales (and of the distance between the traditional sales 

orthodoxy and reality). Middle managers, however, tend still to be believers in the orthodoxy. 



If we get rid of piece-rate pay, how do we compensate salespeople? 

The solution is to simply pay salespeople their market value (as is the approach with everyone 

else in the organization). Given the massive increase in productivity that this model will 

generate, management should be prepared to pay salespeople more than their current total 

earnings if this is necessary in order to retain them (it’s probably not). 

Do salespeople need to be in the field? 

In almost every environment (particularly major sales environments) salespeople do not need to 

operate in the field. In current times, it is no longer practical to start conversations with 

potential customers in the field. Whether folks like it or not, every conversation starts on the 

phone. And if you look at the activities that are performed, once the conversation has been 

started, the typical ones that require face-to-face visits are requirement discovery and product 

demonstrations. Even though these activities are performed during the opportunity 

management process, they are not selling activities, they are technical in nature. Accordingly, 

these activities should be performed by technical people—either engineers or the floating, field-

based technical specialists mentioned earlier. 

How do I learn more? 

You can purchase a copy of the author’s book, The Machine on Amazon.com. 

https://www.amazon.com/Machine-Radical-Approach-Design-Function/dp/1096000555/ref=tmm_pap_swatch_0?_encoding=UTF8&qid=&sr=

