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ﬁ DWW Corparation, a leading provider of multibrand technology products and
5 services, is thriving. In only 22 years since founder Michael Krasny started
%af%_-;é’ the business at his kitchen table, COW has grown to become a high-tech
heawyweight in a highly volatile and competitive industry. Even as much of the tech
warld has slumped, in just the past three years CDW has increased is sales 35 per-
cent, to $6.3 billion annually, while profits have grown 53 percent. Sales last vear
grew by about 10 percent, almost three times the industry average.

How has CDW managed to grow so profitably? The company owes its suecess to
good old fashicned high-touch personal selling that builds lasting one-to-one cus-
tamer refationships. The strategy is fueled by a senuine passion for selving customer
problems. Under COW's “Circle of Service” philosaphy, “everything revolves around
the customer.”

CDW sells a complex assortment of more than 100,000 technology products and
services—computers, software, accessories, and networking products—including
top name brands such as Adobe, APC, Apple, Cisco, HP, Lenovo, 1BM, Microsoft,
Sony, Symantes, Toshiba, and ViewSonic. Many of CDW's competitors chase after a
relative handtul of very large customers. However, although CDW serves customers
of all sizes, one of the company’s core customer segments is small 2nd midsize busi-
nesses {SMEBs}. These smaller customers often need lots of advice and support.
“Many of our clients don't have 1T departments,” says one CDW executive, “so they
fook o us for expertise.”

That's where CDW's sales force comes in. The major responsibility far building
and managing customer relationships falls to COW’s sales foree of over 2,100
account managers. Each customer is assignad an account manager, who helps the
customer zelect the right products and technologies and keep them running
smnoihy,

Accaunt managers do more than just sefl technology products and services. They
work closely with customers to find solutions to their tachnalogy problems. “This is a
big deal to us,” says Jim Grass, CDW’s seniar director of sales. "We want to go
heyond fuffiliing the order and become the trusted adviser for them. We [want to]
talk . .. about what a custamer is trying to accompiish and reafly add value to the
sdle, as opposed to just sending ouf a box."

To become trusted advisors and #ffective customer-retationship builders, CDW
account managers really have to know their stuff. And COW boasts some of the most
knowledgeable salespeople in the industry. Befare they make a single sales call, new
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L : . ) : > 145 pra, Accourt Manager Erin Bliss finishes Advanced Linux Volume [X, :
’ ' : : : ’ WMearnwiile, hushand Gary begins XP For Dummies, !

L

account managess compete a sik-wask ori-

entation and then a six-month iraining pro-
gram. COW University's College of Sales
offers intensive schacling i the science
behind the company’s preducts and in the
art of consuliative selling, But that's Just the
beginning—the training never ends. Tenured
account managers receive gngning training
i enhance their relationship-selling skifls. :
fach vear, COW's sales farce compleies a
whopping 339,000 hours of sales-specific
training. Jchn Edwargson, chairman and
CEO of CDW and former head of United
Airlinas, ltkes t¢ point out that COW reps get
mare training than same pifats,
To further suppart salzspeople’s cus-
tormer problem-salving efforts, COW has also

e e =

created ning technolegy teams consisting of
more than 120 factory-trained specialists
and A+ certified technicians on staf.

Account managers can draw on these leams

to design customer-specitic solutions o
technology areas such a3 mohilitywireless, : R
netwarking, security, and storage.

Customers who want to access COW's products and expertize without going
thraugh their account manager can de so easily at any of several CDW WeD sites.
Batier yet, COW will create a free personalized COW@work aextranet site that reflacts
a given clustomear's pricing, order status, account histary, ana special considerations.
The extranet site serves as a 24-hour extension of the customer's account manager.
This resulted in COW Weh sales of more than $1.7 billion last year. But even here,
the ever-oresent account managers are fikely to add personal guidance. Account
managers recaive immediate natification of their customers’ anling activities. Soifa
blurn-eved SMB manager makes a mistake an an emergency order placed in the
middle of the night, chances are good that the account marnager will find and correct
the &rror first thing in the marning.

Beyornd being knowledgeable and ever presenl, CEW's account managers are
energetic and passionately customer focused. Much of the energy has passed
down from COW founder and former CEC Michael Krasay, Selling has always been
a top priority for Krasny, not surprising given that he began the company by selling
used persanal computers out of his home through classified ads, During his 17-
year reign as head of CDW, Krasey created a hardworking and dedicated sales
farce, One favorite Krasny tale involves a windstorm that ripped off a chunk of the
GOV building's roaf, Within minutes, Krasny himself was up on the roaf, nailing a
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Persenal selling

Personai presentation oy the
firm's sates force for lhe
purpose of making sales and
building cusomer
relaticnships.

tarp over the hole. When startled empiayees inside locked ug, Krasny shouted down to them to get
hack to sefling. o

However, Krasny’s most imiportant legacy is the “Circle of Service” cuiture that he created—a cul-
ture that focuses on taking czre of customers, and on the CDW employees wha senve them (he calls
them “coworkers™), “Whenever he made a decision, he'd atways ask two qusesiions,” says Edwardson:
“What wiil the reaction of the cowarkers be? and "What will the response of the customers be?™

When someone says “salesperson,” you may shill think of the stereotypical “traveling salesman”—
the fast-talking, ever-smifing peddler who travels his werritary foisting his wares on reluctant customers.
Such sterectypes, howevar, are out of date, Today, like COW's account managers, mast professional
salespeople are well-educated, well-trained men and women wha wark to build valued customer sela-
tisnships. They succzed not by taking custoemers in, but by helping them cut—by assessing customer
needs and salving customer protiems.

COwW's sales force instills loyaity in what are traditionally very price-conscious SME custemers. The
company wants ko create custamer satisfaction at every touch point, Says a former COW marketing
execdtive, "We're competitively priced, but what's most important is the service and the customers’
relationships with their account managers. It's how we actually touch people that creates our most
long-lasting [success|."]

in this chapter, we examine two more promotion mix tools—Personal selling and sales pro-
motion. Personal selling consists of interpersonal interactions with customers and prospects
to make sales and maintain customer relationships. Sales promotion involves using short-
term incentives to encourage cuslomer purchasing, reseller support, and sales force efforts.

Personal Selling

Rabert Lauis Stevenson once noted that “everyone lives by selling something.” Companies ail
argund the world use sales forees to sell products and services to business customers and
final consumers. But sales forces are also found in many other kinds of organizations. For
example, colleges use recruiters to attract new students and churches use membership com-
mittees te attract new members. Museums and fine arts organizations wse fund-raisers to con-
tact donors and raise money. Even governments use salez forces. The U.S. Postal Service, for
instance, uses a sales Ioece 10 sell Express Mail and other services to corporate customers. In
the first part of this chapter, we examine personal selling’s role in the organization, sales force
managernent decisions, and the personal selling process.

The Najure of Personal Selling

Persvnal selling is ons of the oldest professions in the world. The people wha do the selling
g0 by many names: salespeople, sales representatives, district managers, account executives,
sales consullants, sales engineers, agents, and account development reps (o name just a few.

People hold many sterectypes of salespeople—inclnding some unfavorable ones.
“Salesman” may bring to mind the image of Arthur Miller's pitiable Willy Loman in Peath of
¢ Salesmman or Meredith Willson's cigar-smoking, backslapping. joke-telling Harold Hill in
The Music Man. These examples depict salespeople as loners, traveling their territories, try-
ing to foist theilr wares on unsuspecting or unwilling buyers,

Howsver, madern salespeaple are a far cry from these unfortunate stereotypes. Today,
muost salespeople are well-educaled, well-trained professionals who work to build and main-
tain long-term customer relationships. They listen to their customers, assess customer needs,
and organize the company’s effarts to solve customer problems. Consider Boeing, the aero-
space giant competing in the rough-and-tomble worldwide commercial aircrafl market. It
takes more than fast talk and a warm smils to sell expensive airplanes:

Selling high-tech aircraft at $100 millian or move per order is complex and chal-
lenging. A single big sale can easily run inlo billions of dollars, Boeing salespeople



Salesperson

Anindividual representing a
company to cusiomers by
peiforming che or more of £ne
foliowing activities:
prosoecting, communicating,
selling, scricing, information
gathering, ard relationshig
nuiiding.

Professional selling: It takes more than fast talk and a warm smile to sell high-
rech aircraft at $100 mitlion or more per ordee. Success depends on huilding salid,
lang-term relaticnships with customers.
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head up an extensive teair of company
specialists—sales and service techni-
cians, financial analysts, plammers,
engineers—all dedicated to linding
“ways to satisfy airline customer needs.
The selling process is nerve-rackingly
slow—it can take two ur three years
from the first sales presentation to the
day the sale is announced. After get-
ting the order, salespeople then must
stay in almost constant touch ta keep
track of the account’s equipmeni needs
and to make certain the customer stays
satisfied. Success depends on building
salid, lopg-term relalivnships with
customers, based on performance and
trust. “When you buy an airplane, if is
like petting married,” says the head of
Bocing’s commercial airplane division.
“It is & long-term relaticnship.”?

The term salespeeson covers a wide range of positions, Al one extramne, o salesperson might be
Yargely an order faker, such as the department store salesperson standing behind the counter. At
the other extreme are order geffers, whaose positions demand creative selling and relationship
building far products and scrvices ranging from appliances, industrial equipment, and airplanes
to insurance and information technology services. Here, we focus on the more creative types of
selling and on the process of buildiog and managing an effective sales force.

The Rolks of the SBales Tores

Personal selling is the interpersonal arm of the promotion mix. Advertising consists largely of
ang-way, nonpersonal communication with target consumer groups. In contrast, personal
selling invoelves two-way, personal communication between salespeople and individual
customers—whether face to face, by telephone, through video or Web conferences, or by other
means. Personal selling can be more effective than advertising in more camplex selling situa-
tions. Salespeople can probe custemers to learn morve about their problems and then adjust
the marketing offer and prasentation to fit the special needs of sach customer.

The rale of personal selling varies from company to company. Some firms have no sales-
people at all—for example, companies that sell only unline or through catalvgs, or companies
that sell through manufacturer's reps, sales agents, or brokers. In most firms, however, the
sales force plays a major rale. in companies that sell business products and services, such as
IBM or DuPont, the company's salespeople work directly with customers. In consumer prod-
wct companies such as Procter & Gamble and Nike, the sales force plays an important behind-
the-scenes role. It works with whoisesalers and retailers to gain their support and to help them
be more effective in selling the company’s products.

The sales lorce serves as a critical link between a company and its customers. In many
cases, salespeople serve hoth masters—the seller and the buyer. First, they represent the com-
pany to custemers, They find and develop new customers and communicate information
aboul he campany’s products and services. They sell products by approaching customers,
presenting their products, answering objectians, negotiating prices and terms, and closing
sales. In addition, salespeople provide customer service and caury oui market research and
intelligence work.

At the same time, salespeople represent customers to the company, acting Inside the firm
as “champions” of cuslomers' interests and managing the buyer-seller relationship.
Salespeople relay customer concerns about company products and actions back inside to
those who can handle therm. They learn about customer needs and work with other marketing
and nonmarketing people in the company to develap greater customer value. The old view
was that salespeople should worry about sales and the company should worry about profit
However, the current view holds that salespeaple shauld be concerned with more than just
producing sales—they should work with others in the company to produce customer value
and company profit.
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Sales force management
The analysis, planning,
implernentation, and contraf
of sales force aciivities. [t
includes designing sales farce
stratepy and structure and
recruiting, selecting, training,
supervising, compensating,
and evaluating the firm's
salespeople,

Territorial sales foree
structure

A sales force crganization that
assigns gach salesperson 1o
an exclusive geographic
ferritosy in which that
salesperson sells the
company’s tull line,

Product sales force
stricture

A sales force organization
under which salespeople
specialize in selling oaly 2
portion of the company’s
products or lines.

Customer salss force
structure

A sales force organization
under which zalespenple
specialize in selfing only to
Canair customers of
industries.

FIGURE 186.1 Major steps in sales force management
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“# Managing the Sales Force

We define sales force management as the analysis, planning, implermentation, and control of
sales force activities. It includes designing sales force strategy and structure and recruiting,
selecting, training, compensating, supervising, and evaluating the firm's salespeuple, These
major sales force management decisions are shown in Figure 16.1 and are discussad in the fol-
lowing sections.

Designing Sales Force Strategy and Structure

Marketing managers face several sales force strategy and design questions, How should sales-
people and their tasks be structured? How big should the sales force be? Should salespeople
sall alone or wark in teams with other people in the company? Should they sell in the field or
by telephane or on the Weh?

Sales Fores Strnciurs

A company can divide sales regponsibilities along any of several lines. The decision is simple
if the company sellz anly one product line to ons industry with customers in many locations.
In that case the company would use a territoriaf sales force structure. However, if the com-
pany sells many products to many types of customers, it might need either a product seles
force structiire, a customer sales force structure, or a combination of the two.

: ST . In the territorial sales force structure, each salesper-
son is asmgned to an echuswe geogTﬂp}:uc area and sells the company's full line of products
or services to all customers in that territory. This orpanization clearly defines each salesper-
son’'s job and fixes accountability. It also increases the salesperson’s desire to build local cus-
tomer relationships that, in ture, improve selling effectiveness, Finally, because each sales-
person travels within a limited peographic area, travel expenses are relatively small.

A territorial sales organization is oflen snpported by many levels of sales management
pasitions. For example, Campbell Soup uses a territarial structure in which each salesperson
is rasponsible for selling all Campbell Soup products. Starting at the bottom of the organiza-
tion, sales merchandisers report to sales representatives, who report to retail supervisors,
who report to directors of retail soles operotions, who report ta 1 of 22 regional safes man-
ngers. Regional sales managers, in turn, repori to 1 of 4 genera! soles manugers (West, Central,
South, and East). who report to a vice precident and general sales manager.

' . Salespeople must know their products—especially
whan the products are nurerous and compiex. This need, together with the growth of prod-
uct managerent, has led many companies to adopt a product sales force structure, in which
the sales force sells slong product lines. For example, Kodak uses different sales forces for its
consumer products than for its industrial products. The consumer products sales force deals
with simple products that are distributed intensively, whereas the industrial products sales
foroe deals with complex products that require technical understanding.

The product structure can lead to problems, however, if a single large customer buys
many different company products. For example, Cardinal Health, the large health care prod-
ucts and services company, has several product divisions, each with a separate sales force,
Using a product sales force structure might mean that several Cardinal salespeople end up
calling on the same hospital on the same day. This means that they travel over the same rottes
and wait to see the same customer's purchasing agents, These extra costs must be compared
with the benefits of better product inowledge and attention to individual products.

: . More and more compantes are now using a customer
saleq force structure, in whlch they organize the sales force along customer or industry lines.
Separate sales forces may be set up for different industries, for serving current customers ver-

. .
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sus finding new ones, and for mejor accounts versus regular accounts. Many companies even
have special sales forces set up to handle the needs of individual large customers. For exam-
ple, Black & Decker has # Home Uepot sales crganization and a Lawe's sales organization.

Organizing the sales force around customers can help a company build closer relation-
ships with important customers. Consider Lear Corporation, one of the largest and most suc-
cegsful automotive suppliers in the world. '

Each year, Lear Corporation proditces more than $17 hillion worth of avtomotive
interiors—seat systems, instrument punels, door panels, Hoor and acoustic systems,
overhead systems, and electrical distribution systems. Ifs customers include all of
the world's leading automotive companies, from Ford, DaimlerChrysler, General
Motors, Toyota, and Volvo to BMW,
Ferrari, Rolls-Royce, and more than a
dozen others. Perhaps more than any
other part of the organization, it's
Lear's ouistanding 143-person sales
force thal brings te life the company's
credo, “Consumer driven. Customer
focused,” Lear selespeople work hard
at velationship building and dning
what's best [or the customer. “Our
salespoople don't really close deals,”
notes a senior marketing executive.
“They consult and work with cus-
tomess to learn exactly what's needed
ard when.”

Lear arganizes its sales force around major cus-
tumers, More than thal, the company itself is bro-
ken up into separate divisions dedicated to spe-
cific customers, For example, there's & Ford
division, a General Motors, and a Fiat division.
This organization lets Lear’s sales teams to get
vory close to their customers. In fact, Lear often
j P locules ity sales oifices in customers® facilities.
g L E A R [ For inst‘an'u‘.‘e, the team the:t h‘andles GM's Iight
ML Cotvhaarion] truck dlvjsmn wr:,u‘lfs at GM's tmck‘operatlon

S e e et camyus. “We can’t just be there to give quotes

E Autamotive supplier Lear Corporation organizes its sales ferce around major and ask for orders,” says the marketing executive.
customers, In fact, it often locates its sales offices in customers’ facilities. “We “We need to be involved with cuslomers every
need ta be involved with customers every step of the way—from vehicle concept step of the way—irom vehicle concept through
through launch.” launch.”®

S - . When a company sells a wide variety of products to
many types of custamers aver a broad geographic area, it often combines several types of sales
farce structures. Salespeople can be specialized by customer and territory, by product and ter-
Titory, by product and customer, or by territory, praduct, and customer. No single steucture is
best for all companies and situations. Each company should select a sales force structure that
besl serves the needs of its customers and fits its overall marketing strategy.

A good sales structure can mean the difference between success and failure, Companies
should periodically yeview their sales force organizations ta be certzin that they serve the
needs of the company and its customers. Qiver time, sales force structures can grow vomplesx,
inefficient, and unresponsive to customers’ needs. This happened recently to technology
piant Hewlett-Packard. To eorrect the problem, the company’s new CEO took dramatic steps
to restructure HP's corporate sales force (see Real Marketing 16.1),

Sales Forge Sizs

]

Ouce the company has set its structure, it is ready to consider sales force size. Sales forces
WAy range in size from only a few salespeople to lens of thousands. Some sales forces are
huge—for example, American Express emplays 22,500 U.8. salespeaple, PepsiCu 36,000, a.u‘d
The Hartford Financial Services Group 100,000 1 Salespeopls constitule one 0?" the company's
most productive—and most exponsive—assets. Therefore, increasing their number will
increase both sales and costs.
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Imagiee this scenario: You need a new digital camera.

- - You're not sure which one to buy or even what fea-
tures you need. So you visit your nearest electronics superstorg o
@tk with 2 salesperson. You walk through the camera section bui
can't find anyane to tielp you. When you finatly find a salesperson, he
yawns and tefls you thai he's responsible for selling all the products in
the store, so he doesn't really know ail that much about cameras—
inaybe you should talk 1© someone else, You finally find & carnera-
sawvy salesperson. However, after answering a few guestions, she
disappears t¢ handle some otfer task, handing you off o someone
new. And the new salesparson seems to contradict what the first
salesperson said, even quoting diFferent prices on a couple of models
you [ike.

As incredible as it seems, at least unfil recently, this is the kind of
situation that many large business buyers faced when they atternpled
to buy from technology giant Hewlett-Packard. Gefore Mark Hurd
took over as HP's new CED in the spring of ZC0%, the company's rev-
enues and prafits had flattened and its stock price had plummeted.
Te find out why, Hurg first talked directy with 400 corporaie cus-
lomiers. Mostly what ne heard was gripes aboui HF's corporate sales
force.

Customers complained that they had to deal with tow :nany sales-
penpie, and that HP's canfusing management layers made it hand to
figura out whom to call. They had trouble tracking down HF sales
representatives. And once faund, the reps cfien came across as apa-
thetic, feaving the customer to take the initistive. HP reps were
respansibie 7or @ bread range of comolex products, so they some-
times lacked tne neaded denth of knowledge on any subset of tham,
Customers grumbled that they received varying price quotes from dif-
ferent sales reps, and that it offert fook weeks Jor reps fo respand fo
sermingly simple requests, In all, BP's corporate custamers wara
frustrated, not a happy ciroutnstance for a campsny thet gets more
than 70 percent of its revenues from businesses.

But customers weren't the anly ones frustrated by HP's unwieidy
and unresponsive szles force structure. HP was organized inte three
main product divisions: the Personal Systems Graup (PSG), the
Technoiogy Solutions Group (T5G), and the image and Printing
Group {IPG). However, thess divisions had litkde control over the sales
orocess. Instead, HP's corporate sales force was housed in a fourth

HP overhauled its vast sales force, reducing salesperson frustration and
helping salespeopie to create better value for customers.

division, the Customer Sales Group (CSG). Alf salespecple repartad
directly to the ©5G and were responsible for selling preducts from all
three preduct divisions. To make matters worse, the £5G was bleated
and underperiorming. According to one reporter, “of the 17,000 peo-
nle warking in HP's corporate salkes, only around 13,000 directly sold
io custornears. The rest ware suppart staff or in management.”

HP division execulives were frusirated by the C5G slruclurs, They
complained that they had little or no direct control over the salespea-
ple who sobd their praducis. And multiple [ayers of managernent
slowed =zales force decision making and customer responsivenass,
Finally, salespenple themselves were frustrated by the struchure.
They weren't being given the time and suppoet thay needed to serve
their customers well. Burdened with administrative tasks and
bureaucratic red tape, they were spending igss thar a third of their

Many companies use some form of workfoad qpproach to set sales force size. Using this

approach, a company first groups accounts into different classes according te size, account
status, of other factars related to the amount af effort required to maintain theru. It then deter-
mines e number of salespeople needed to call on each class of accounts the desired numhber
of times.

The company might think as follows: Suppose we have 1,000 Type-A accounts and 2,000
Type-B accounts. Type-A accounts require 36 calls a yvear and Type-B accounts require 12 calls
a year. In this case, the sales forve’s worklogd—he number of calls it must make per year—is
60,000 calls {1,000 x 36] + (2,000 X 12] = 36,000 + 24,000 = 60,000]. Suppose our averags
salespersom can make 1,000 calls a year. Thus, we need 60 salespeople (60,0060 + 1,000).%

Sales management reust also decide who will be involved in the selling effort and how vari-
aus sales and sales support people will work together.
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lime with customers. Angd they had to work through: multiple lzyers of
hureasicracy to get price guotes and sample producls for customers.
“The cusiomer Tocts was iacking,” says an HP sales vice president.
“Trying to navigate inside HP was difficult. It was unacceptabla.”

As CEO Mark Hurd pesled back tne fayars, it became apparent that
HP's uiganizational oroblems went deeper than the sales force, The
entire company had become so0 centralized, with so many fayers of
rmanagement, that it was unresponsive and out of 1ouch with cus-
tomers. Thus began what one observer cailed “one of Hund's biggest
management chailenges: everhauling HP's vast corporate sales force.”

for starters, Hurd elimisated the CSG division, insteac assigning
salespeople directly to the three product divisians. He atso did away
with three layers of managemeni and cut hundreds of unproductive
saias warkers. This move gave divisional markzling and sales exacu-
tives direct control over a leaner, more efficient sales process, rasuli-
ing in speedier sales decisions and quicker market respense.

Hiird alzo tock steps to raduce salesperson and custommer fzustra -
t:ons. Bliminating the CSG meznt Hat zach salesperson was respon-
sible for selling a smaller aumber of products and was able to
devslop expertise 1n & specific product area. Hurd urged sales man-
zgers to cut back on salesperson administrative reguirements and to
improve sales suopart su thet salespeople couid spend more quality
tima with customers, As a rgsuit, saiespeople now spend more than
&0 percant af their time with customers, up from just 30 percent last
year. And HP salespeople are noticing big cranges in the sales sup-
port they receive:

Salesman Rickard Ditucci began neticing some of the
changes late last year. At the time, Ditucci was trying o sgil
carpuler senders to Staples. As par of the process, Staples
had askad him ic provide a sample server for the company to
evaluate. In the past, such raguests typically taok bvo to Three
weeks to fulfill because of HP's bureaucracy. This Hime,
Diweei got the server he needed within thrae days. The quick
turnaround heiped him win the conkract, valued at several mil-
lion dollars.

To ensure that important cestomers are carefuliy tended fo, HP
aszigned each salesperson three or fewer accounts. The top 2,000
accounts were assigned just cne salesperson sach—"sc they'il

Outside sales forge {or
field sales force)

Ouiside saesoeople who
frevel to call on customers in
tne fisld.

visits from buyers.

abways know wham to contact.” Customers are naticing differences in
the attention thal they get fram HE salcspaople:

James Fariis, a senior technology exacutive at Staples, says
HP has freed up his saesrnan to drop by Staptes at least twice
a imonik instead of about once a month as before. The extra
face time enzbled the HP salesman to create more valuable
interactions, such as aranging a workshop recently for Stapiez
to exalain HP's technoiogy (o the retailer's executives, As a
resull, Farris says he is planning to send more business
HF's way. Similarly, Keith Morrow, chief information officer of
convenience-store chain 7-Eleven, says his BP sales repre-
sertative is now "here all the time,” and has been more knowl-
edgeable i pitching producis Lailored te his business. As a
rasult, tast October, 7-Eleven began deploying in iis U5, stores
10,000 HF pen pads—a mobile device that helps 7-Eleven
workers an the sales flog.

S0, FIP's sales force restructuring appears to be paying off. Only ang
year after Mr. Hurd's acrival, HP is now & much lganer and mare gffi-
cient sales argznization. HP's earnings have impraved over three con-
secutive quarters, stock prices are up by over 60 percent, and market
share is improving against Dell and other competitors. More impor-
iantly, salespsople are happser and more productive, resulting i hap-
pier custorners. CEQ Hurd knows that there’s still much mare work tc
be done. But step by step, through reszructuring, HP is fixing is sales
fores to creale better value for its business custcmers. Now, if your
lgcal eleckonics superstore would only do the same for you. . .

Sources: Quaoles and adazlad examples from Pei-Wing Tam, “System
Raboot: Hurd's Big Challenge at HP: Overhacing Corporate Sales,” #Wai
Sireet Jovrnal, Apdi 3, 2006, p. A1, Giher :rformation from Steven '
Burke znd Graig Zaney, "Tables Have Turned; HP Gaining Ground an
Dell,” Computar Resefler News, May 22, 2006, p. 15; Jefiray Burt, “HP
Gets a New Tune " elesl, February 27, 2006, p. 11; “HP Reslructures,
Futting kare Azsignments In Play," Adweek, March 27, 2006, accassed
al weow adweek com; Craig Zasley and Scbert Faletra, "Tearn Suilding,”
Cormpter Reselar fews, Aprit 24, 2006, o. 10; and Christopher
Haosforg, "Rebooting Hewlett-Packard,” Safes & Marketing Managament,
July-August 2006, pp. 32-35.

The company may have an outside sales force (ar field

sales force), an inside sales force, or both. Outside salespeople travel to call on cuslomers in
the field. Inside salespeople conduct business from their offices via telephone, the Internat, or

Some inside salespecple provide support for the cutside sales force, fresing them to

spend more lime selling to major accounts and finding new prospects. For example, terhnical
snles support people provide technical information and answers to customers’ guestions.
Stles nssistants provide administrative backup for outside salespeaple. They call ahead and
confirm appointments, follow up on deliveries, and answer ustomers’ guestions when out-
side salespeople cannot be reached.

Other inside salespenple do more than just provide support. Telemorketers and Web s.?ﬂ-
ers use the phone and Internet to find new leads and gualify prospects or to sell and service
accounts directly. Telemarketing and Web selling can be very effective, lass costly ways Lo sell
ta smaller, harder-to-reach customers. Depending on the complexity of the product and cus-
tomer, for example, & telemarketer can make from 20 to 33 decision-maker contacts a day,

nside sales force

insidie saespeople who
conduct business o their
offices vis eleghone, ihe
|ilerngt, o visit lrom
rospecive huyers,
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compared to the average of four that an outside salesperson can make. And whereas an aver-
age husiness-to-business field sales call costs $323 or more, a routine industrial telemarketing

call costs only about §5 and a complex call about $20.°
For some smaller companies, telephone and Web selling may be the primary sales
approaches. However, latger companies alsu use these tactics, either tu sell directly to small
and midsize customers or fo help out with larger ones. For example,

Avaya, a §5 billion global telecormmunications firm, recently formed
a telemarketing sales force to service its smallar, more routing, less
cumplex accounts. Not only did the telesales force do a better job of
selling to these smaller accounts, it freed Avaya's outside salespeople
to focus their attentions on the company's highest-vaine customers
and prospects. As a rosult, the company has experienced 40 percent
higher sales in areas where the telesates model is being used.”

For many types of products and selling sitnations, phone or
Web selling can be ag effective as a personal sales call. Notes a
DuPont telemarketer: “I'm more effective oo the phone. [When
you're in the field], if some guy's not in his office, you lose an hour.
On the phone, you lose 15 seconds. .. . Through my phone calls, I'm
in the field as much as the rep is.” There are ather advantages.
“Customers can't throw things at you,” quips the rep, “and you don’t
have to outrun dogs.™®

What's moze, although they may seem impersonal, the phone and
Internet can be surprisingly personal when il comes to building cus-
tomer relationships. Remember CDW from our chapter-opening story?

If you're one of COW Account Manager Ron Kelly's regular
customers, vou probably kmow that he’s 35 and has a wife
named Michelle, a 9-year-old son named Andrew, and a
German shepherd named Bones. You know that he majored
in journalism and pely sci at SIU {that’s Southern Illinois
University) and was supposed to attend Northwestern’s law
school but instead came to work at COW. You know that he
bleeds red and black for the Chicago Blackhawks. You also
know that he knows as much, if not more, about you. Kelly,

Inside sales foree: Although they may seem impersonal,

an affable account manager, is a master at relationship-

the phone and Internet can be surprisingly persenal when based selling, COW's specialty. Customers love it. “He's my
it comes to building customer relationships. "He's my sales rep, but he's also my friend,” says Todd Greenwald,
business partner,” says a COW customer about her account direstor of operations for Heartland Computers, which sells
manager, who manages account relationships almost barcede scanners. “Moest of the time we don't even talk

entirety by phone.

Team selling

Using teams of peopie from
sales, marketing, engineering,
finance, techricai support,
ard even upper management
to service large, complex
accounts.

about price. I ttust Ron.”

What's particulacly impressive is that, for the most part, the intsraction accurs over the phone
and Internet. Despite the lack of face time, CDW account managers forge close ties. One cus-
tomer invited his CDW cantact to his wedding. Kelly and Greenwald share Blackhawks sea-
san tickets. It's not uncommaon to find customers and reps whose partnership has outlasted
jub changes, budget cuts, and marriages. Of course, the relationships aren't based solely on
bemg likable. They're grounded in helping customers succeed. Account managers think fike
the customer and try to anticipate problems. For instance, before storms tocked Florida one
sumnmer, some sccount managers called or e-mailed clients there with battery and backup-
storage solutions. “Instead of just sending a purchase order, we want to ask, 'Why are you
buying |that product]?’ says a CDW executive. ‘That's how you identify cusiomers' needs.”” In
this way, to their customers, CDW account managers are much more than just peddlers. When
asked if she thinks of her CDW rep as a salesperson anymore, one customer replied, “Never.
He s my business partner.” And it all happens over the phone or the Web—both supposedly
“arms-length" media.®

: - As products become ruore complex, and as customers grow lazger and more
demanding, a single salesperson simply can’t handie all of a larpge customer's needs. Instead,
most companies pow use team selling to service large, complex acconnts, Sales teams can
unearth problems, solutions, and sales opportunities that no individual salesperson could.
Such teams might include experts from any area or Jevel of the selling firin—sales, marketing,
technical and support services, R&D, engineering, operations, finance, and others. In team
selling situations, the salesperson shifts from “soloist” to “archestrator.”
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In many cases, the move to team selling mirrors similar changes in customers' buying
organizations. “Foday, we're calling on teams of buying people, and that requires more fire-
power on our side,” says one sales vige president. “One salesperson just can’t do it all—can’t
be an expert in everything we're bringing to the customer. We have strategic account teams,
led by customer business managers, who basically are our quarterbacks.”1¢

Some companies, such ag IBM, Xerox, and Procter & Gamble, have nsed teams for o long
time. P&C sales reps ave organized into “cuslomer business development (CBD) teams.™ Each
CBD} team is assigned to a major P&G custamer, such as Wal-Mart, Safeway, or CVS Pharmacy.
Teams consist of a custamer business development manager, several account executives (each
responsible for a specific category of P&G products), and specialiats in marketing sirategy,
operations, information systems, logisiics, and finance. This organization places the focus on
serving the complete needs of sach important customer. Tt lets P&G “grow business by work-
ing as a ‘strategic partner’ with our accounts, not just as a supplier. Our goal: to grow their
business, which also results in growing ours,”*!

Team selling does have some pitfalls. For example, selling teams can confuse or over-
whelm customers who are used to working with only one salesperson. Salespeople whe ave
used to having customaers all to themselves may have trouble leaming 1o work with and trust
athers on a team. Finally, difficulties i evaluating individoal contributions lo the team sell-
ing effort can create some sticky compensation issues.

Eeeruiting and Sslscting Salespsople

At the heart of any successful sales force operation is the recruitment and selection of pood
salespeople. The performance difference between an average salesperson and a top salesper-
son can be substantial. In a typical sales force, the top 30 percent of the salespeople might
liring in 60 percent of the sales. Thus, careful salesperson selection can greatly increase over-
all sales force performance. Beyond the differences in sales performance, poor selection
resulls in costly turnover. When a salesperson quits, the costs of finding and training a new
salesperson—vplus the costs of lost sales—can be very high. Also, & sales force with many
new peopls is less productive, and turnover distupts important customer relationships.

What sets great salespeople apart from all
the rest? In an effort to profile top sales per-
formers, Gallup Manapement Consulting
Group, a division of the well-known Gallup
pelling organization, has interviewed hundreds
of thousands of salespeople. Its research sug-
gests that the best salespeople possess four key
talents: intrinsic motivation, disciplined work
style, the ability to close a sale, and perhaps
most important, the ability to build relation-
ships with customers.*?

Super salespeople are motlivated from
within. “Different things drive different people—
pride, bappinsss, maney, you name it,” says one
axpert. “But all great salespeople have one thing
in commomn ao wivelenting drive to excel”
Some salespeopls are driven by money, a hunger
[ar recognition, or the salisfaction of competing
and winning, Others are driven by the desire to
provide service and to build relationships. The
best salespeaple possess some of euch of these
motivations.

Whatever their motivations, salespeople must
also have a disciplined work style. If salespeople
aren't organized and focused, and if they don't
work hard, they can't mest the ever-increasing
demands customers make these days, Great sales-
people are tenacious about laying out detailed,
P I [ I organized plans, then following through .iI'L a
[l Great salespeople: The best salespeaple, such as Jennifer Hansen of 3M, timely, disciplined way. Says one sales trainez,
possess ntrinsic motivation, disciplined work style, the ability to close a sals, “Some people say it's all ischnique or Inck. But
and perhaps most important, the ahility te build relationships with customers, luck happens to the best salespecple when they
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get up early, work late, stay np t{ll two in the morning working on a proposal, or keep making
calls when everyons is leaving at the end of the day.”

Other skills mean little if a salesperson can't close the sale. So what makes for a great
closer? For one thing, it takes unyielding persistence. “Great closers are like great athletes,”
says one sales trainer. “They're not afraid to fail, and they don’t give up until they close.” Great
closers also have a high level of self-confidence and belisva that they are doing the right thing,

Perhaps most importaat in today’s relationship-macketing envirenment, top salespeople
are customer problem solvers and relationship builders. They instinctively understand their
customers’ needs. Talk to sales executives and they'll describe top performers in these terms:
Empathetic. Patient. Caring. Responsive. Good listeners. Honest. Top performers can put
themselves on the buyer’s side of the desk and see the world throngh their customers’ eyes.
They don't want just to be Liked, they want to add value for their customers,

When recruiting. companies should analyze the sales joh itself and the characteristics of
its most successiul salgspecple to identify the traits needed by a successful salesperson in
their industry. Thex, it must recruit the right salespeople. The human resources department
looks for applicants by getting names from current salespeople, using employment agencies,
placing classified ads, searching the Web, and working through college placement services.
Another source is to attract top salespeople from other companies. Proven salespeople need
less training and can be immediately productive. i

Recruiting will attract many applicants from whom the company must select the hest.
The selaction procedure can vary from a single informal interview to lengthy testing and
interviewing. Many compeanies give formal tests to sales applicants. Tests typically measgure
sales aptitude, analytical and organizational skills, personality traits, and other characteris-
tics. But test scores provide only one piece of information in a set that includes personal char-
acteristics, references, past employment history, and interviewer reactions.

Training Salespeonie

New salespeople may spend anywhere from a fow weeks or manths to a year or more in train-
ing. Then, most companies provide continuing sales training via seminars, sales wmeetings,
and the Web throughout the salesperson’s carcer. In all, U.S. companies spend more than
57 billion annually on training salespeople. Although training can be expensive, it can also
yield dramatic returns. For example, one recent study showed that sales training conducted
by a major telecommunications firm paid for itself in 16 days and resulted in a six-manth
return on investment of 812 percent. Similarly, Nabisco analyzed the return on its two-day
Professianal Selling Program, which teaches sales reps how to plan for and make professional
presentations. Although it cost about 1,000 to put each sales rep through the program, the
training resulted in additional sales of more than $122,000 per rep and yielded almast
$21,000 of additional profit per rep.13

Training programs have several goals. First, salespeople need to know about customers
and how to build relationships with them. So the training program must teach them about dif-
ferent types of customers and their needs, buying notives, and buying habits. And it must
teach them how tu sell effectively and train them in the basics of the selling process.
Salespeople alsu need to know and identify with the company, its products, and its competi-’
tors. So an effective raining program teaches them about the company’s abjectives, organiza-
tion, and chief products and markets and about the strategies of major competitars,

Teday. many companies are adding Web-based training to their sales training programs to
cut training costs and make training more sfficient. One recent study estirates that compa-
nies spend 40 cents of every sales training dollar on travel and lodging. Such costs van he
greatly reduced through Web-based training. As a result, last year, companies did 32 percent
of their corporate tralning online, up from 24 percent two years earlier.!?

Omnline training may range from simple text-based product information to Tnternet-based
sales exercises that build sales skills to sophisticated simulations that rg-create the dynamics of
real-life sales calls. International Rectifier, a global manufacturer of power management semi-
conductors, has learned that using the Internet to rain salespeople offers many udvantages.

To stay competitive in its complex, fasi-changing industry, International Rectifier
must continually retrain its sales and support people. For exampls, [R introduces an
average of three or more major new products each month, For each new product, the
company must coordinate and train hundreds of sales teps, internal sales staffers,
field engineers, key executives, and independent inside sales reps across a variety of
time zones in 17 locations arpund tha world.



Training salespeople:
International Rectifier created
the onkine IR University to
help keep its hundreds of
global sales reps, internal sales
staffers, and athers trained on
the constant stream of new
products it inzroduces.
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The answer: International Rsctifier’s online IR University, which provides timely
training in advance of new peoduct launches, along with ongoing training on other
company and industry developments. The e-learning center provides enhanced pre-
senlations, complete with creative animalion and streamlined Lext, to share knowledge
accurately but in a way that excites and captures attention. The center alsa allows for
“real-time” visual and audible communications with the presenter via live chat and
conference calls. Beyund learning about new products, salespeople can tefresh their
memories and sharpen their knowledge on almost any topic bafore meeting with cus-
tomers. And evaluation diagnostics help sales managers to identify the skill and
knowledgn levels of each individual salespersan for ongning support and training.

The sales force is thrilled about being able to “attend™ training sessicns at times con-
venient for them, without leaving their home offices. And online training results in sig-
nificant cast savings. Approximaiely 500 IR sales and support peaple have completed:
more than 5,500 online courses duving the past nive months. The cost? Just an esti-
mated $12 per trainee per course. Compared to the costs associated with onsite training,
the unline learning systemn has saved the company approximately $250,000 during the
past year. In all, anline raining has reduced [R's waining costs by 75 percent.’®

Compensating Salespecple

To attract good salespeople, a company must have an appealing compensation plas,
Compensation is made up of several elements—a fixed armount, a variable amount, expenses,
and Fringe benetiis. The fixed amount, usually a salary, gives the salesperson some stable
income. The variable amaunt, which might be cammissions or bonuses based on sales pecfor-
mance, rewards the salesperson for prealer effort and success.

Management must decide what mix of these compensation slements makss the most
semse fur each sales job. Different combinations of fixed and variable compensation give rise
to four basic tvpes of compansation plans—straight salary, straighl commission, salary plus
banus, and salary plus commission. A study of sales force compensation plans shawed that
70 percent of all companies surveyed use a combinelion of buse salary and incentives. The
average plan consisted of about 60 parcent salary and 40 percent incentive pay.'®

The sales force compensation plan can both motivate salespeople and direct their activi-
ties. Compensation should direct the sales forve tuward activities thal are consistent with
overall marketing objectives, Table 16.1 illustraies how a company’s compensation plan
should reflect its overall marketing strategy. For example, if the strategy is to grow rapidly and
gain market share, e compensation plan might include a larger commission component,
coupled wilh a new-account honus to encourage high sales performance and new-account
development. In contrast, if the goal is to maximize current account profitability, t]:‘Le COm-
pensation plan might contain a larger base-salary component with additinnal incentives for
current account sales or customer satisfaction.
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TABLE 18.1 The Relationship between Overall Marketing Strategy and Sales Force Compensation

Strategic Goal
] S _Toﬁam Ma;f;ét To Sofidify Markst To Maximize z
Share Rapidiy Leadership Profitabitity !
S e e e - U |
Ideal salespersen » An independent self-starter « A competitive problem solver o A team player
= A relationship manager i
Sales focus » Deal making . « Consuliative seMing « Account penetration
» Sustained high effort :
Campensation role « Tg captire accounts * Tp reward new and existing « To manage the proeduct mix
» To reward high performance account sales = To encourage team sekling

; * To reward account management

Sourece: Adapted from Sam T. Johnson, “Sales Compansation: In Search of a Better Sofution,” Cempensation &
Benefits Review, November-December 1393, p. 52, Copyright @ 1998 American Management Association, NY,
www.amanet.org. All rights reserved, used with permission.

In fact, more and more companies are moving away from high commission plans that
may drive salespeople te make short-term prabs for business. They worry that a salesperson
whao is pushing too hard ta close a deal may ruin the customer relationship. Instead, compa-
nies are designing compensalion plans that reward salespeople for building customer rela-
tionships and growing the long-run value of each customer.

Supervising and Motivating Salespeople

New salespeople need more than a lerritory, compensation, and training—they need supervi-
sion and motivation. The goal of supervision is to help salespeople “work smart” by doing tha
right things in the right ways. The goal of motivation is to encourage salespeople to “work
hard” and enerpetically toward sales force poals. If salespeople work smart and work hard,
they will realize their full potential, to their own and the company’s bensfit.

Companies vary in how closely they supervise their salespeople. Many help their sales-
people to identify target custamers and sat call norma. Some may also specify how much time
the sales force should spend prospecting for new accounts and set other time management
priorities. One tool is the weekly, monthly, or annual cail plar that shows which custoruers
and prospacts to call on and which activities to carry out. Another tool is time-and-duty
analysis. In addition to time spent selling, the salesperson spends time traveling, waiting, tak-
ing breaks, and doing administrative chores.

Figure 16.2 shows how salespeople spend their time. On average, active selling tine
accatints for only 10 percent of total working ime! If selling time could be raised from 10 percent
to 30 percent, this would triple the time spent selling,'” Companies always are looking for ways
to save time—simplifying record keeping, finding batter sates call and routing plans, supplying

FIGURE 16.2

How salespeaple spend
their time

Source: Proudfoot Consulting.
Data used with permission.
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more and better customer information, and using phones, e-mail, or video conferencing instead
of raveling. Consider the changes GE ruade to increase its sales force’s face-to-face selling time. 13

When Jeff Immelt became GE's new chairman, he was dismayed to find that mem-
bers of the sales feam were spending far more time on deskbound administrative
chores than in face-to-face meetings with customers and prospects. “He said we
naeded to turn that around,” recalls Venki Rao, an IT leader in global sales and
marketing at GE Power Syslems, a division focused on eneigy systems and prod-
ucts. “[We nead] to spend four days a week in front of the customer and one day
for all the admin stuff.” GE Power's salespeople spent much of their time at their
desks because they had to go to many sources for the information needed to sell
multimillion-dotlar turbines, turbine parls, and services to energy companies
waorldwide, To fix ihe problem, GE created a new sales portal, a kind of “one-stap
shop” for just abont everything they need. The sales portal connects the vast array
of existing GE databases, providing everything from sales tracking and customer
data to parts pricing and information on planned outages. GE also added external
data, such as news feeds. "Before, you were randomly searching for things,” says
Bill Snook, a GE sales manager. Now, he says, “L have the sales portal as my home
page, and I use it as the gateway to all the applications that I have.” The salss por-
tal has freed Snock and 2,500 other
users around the globe from once
time-consuming administrative tasks,
greatly increasing their face time
with customers.

Many firms have adopted sales force automa-
tion systems—computerized, digitized sales
force operations that let salespsopls work
more  effectively  anytime, anywhere.
Companies now routinely equip their sales-
people with new-age technologies such as
laptops, smart phones, wirelegs Web connec-
tions, Webcams for videoconferencing, and
customer-contact and relationship manage-
ment software. Armed with these techopolo-
gies, salespeople can mare effectively and effi-
ciently profile customers and prospects,
analyze and forecast sales, scheduls sales

Sales force automation: Many sales forces pave gene high tech, equipping cails, make presentalions, prepare sales and
salespeaple with everything fram smart phones, wirgless Weh coninectigns, and expense reports, and manage account relation-
videgconferencing to customer-contact and relstionship management software that ships. The result is better time management,
halps them to be more effective and efficient. improved customer service, lower sales costs,

and higher sales performance.!®
Perhaps the fastest-growing technology lool
is the Internst. The Internei offers explosive
potential for conducting sales operations and for interacting with and serving customers. More
and more companies are now using the Internet (0 suppact their personal eolling efforts—mot
just for selting, but for everything from fTaining salespeople to conducting sales meetings and
servicing aceounts [see Real Marketing 16.2).

Beyond diracting salespeople, sales managers must also motivate them. Some salespeo-
ple will do (heir best without any special urging from management. To them, selling may be
the most fascinating job in the world. But selling can also be frustrating. Salespeaple often
work alone and they must sometimes travel away from hoe. They may face apgressive com-
peting salespeople 2nd difficull customers. Therefore, salespeople often need special encour-
agemenit to do their hest.

Management can boast sales force morale and performance through its organizational
climate, sales quotas, and positive incentives. Qrganizational climate describes the feeling
that salespeople have aboul their opportunities, value, and rewards for a good performance.
Some companies freat salespeople as if they are not very important, and performance suffers
accordingly. Other companies treat their salespeopls as valued contributers and allow vhtgally
unlimited opportunity for income and promotion. Not surprisingly, these companies enjoy higher
sales force performance and less turnover.
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There are few rules at Fisher
Scientific International's sales
training sessions. The chemical company's
salespegple dre allowed to show op for new
warkshops int their pajamas. And no one
flinches if they strall i at midnight for iheir first
class, lake a dozen breaks to call clients, or
invite the family cat ta sleep in their faps while
they take an exam. Sound unorthodox? It
would beif Fisher's salespeople were trained in
a regular classroarm, But for the past few years,
the company has been using the Internet to
teach the majoriby of its salespeople in the pri-
vagy of thelr homes, cars, hotel reoms, of
wherever else thay bring their fapfops.

To get updates on Fisher's pricing or
refresh themselves on ong of the company's
highly technical products, all salespeople
have to do is log an to the Web site 2nd select
from the fengthy index. Any fime of the day or
night, they can get information on a new
product, take an exam, or post messages for
progiuct experts—all without ever eatenng a cofporate classroom,
Welcome t¢ the world of the Web-based sales force.

Sales ovganizations around the world are now saving maney and
time by using a host of Weh appreaches to train reps, hald sales meet-
ingz, and even conduct live a2les presentations. Fisher Scienbific’s reps
can dial up the Weh site at their leisure, and whereas newer reps might
spend hours onling going through each session in crder, more sea-
sonad sellers might just log on for a quick refresher on a specific prod-
u:l before a saies call. i allows thern to mznage their Bme better,
because they're only getting training when they need i, in the doses
ihey need if in,” says John Pavlik, director of the company’s training
department. 7 salespeopie are spending less time on training, Paviik
says, they're able to spend mare time on what they do best: selling.

Training is only one of the ways sates arganizations are using the
Interned. Many campanies are using the Web o make szles presen-
takions and service accounts. For example, computer and communi-
tations equipment maker NEC Corporatios has adopted Web-based
selling as an essential marketing tool.

Online sefling suppart: Sales organizations around the world are now using a host of new Web
approaches to train reps, hold sales meekings, and even conduct live sales presentations.

After launching a rew server line, NEC began laaking for
ways to cut down an difficult and costly sales force travel.
According fn Dick Ceaplat, marketing manager for the new
server line, MEC's old sales approach—traveling to customer
sites to pitch NEC products--had become unworkable,
Instead, NEC adoptad & new Web-based sales approach.
Although the initial goai was to cut costs and keep people off
airplanes, Web selling has now grown into an intrinsic part of
MEC's seles efforts. Web seliing certzinly does reduce travel
time and costs. Whereas the average daily cost of salesper-
son travet s $663, an hour-long Web conference costs just
560, But mare impartantly, Web seiling lets sales reps meet
with more praspective customers than ever before, creating
a more eificient and effective sales organization. Csaplar
estimates that he's doing 10 customer Web conferences a
week, during which he and his sales team show prospects
product features and benefits. Customers love it because
they get a clear understanding of NEC's technology without

Many companies motivate their salespeople by setting sales quotas—standards stating
the armmount they should sell and how sales should be divided among the company’s products.
Compensation is often related to how well salespeople meel their quotas. Companies also use
various paositive incentives to increase sales force effarl. Soles meetings provide social acea-
sions, breaks from routine, chances to meet and talk with “company brass,” and opportunities
to air feelings and to identify with a larger group. Companies also sponsar safes contests to
spur the sales force to make a selling offort above what would normally be expected. Other
incentives include honors, merchandise and cash awards, trips, and profit-sharing plans. In
all, American campanies spend some §100 billion a year on incentive programs to motivate
and reward sales-fnrce performance.20

Sales quata

A slandzrd that statzs the
amount & saiesperson shoulg
sell and how sales should be
divided amcrg the company’s
praducts,

ooy S B o 2 T g A T
HBvalasting Satsspsopis and Bales-F

We have thus far described how management communicates what salespeople should be
doing and how it motivates them to do it. This process requires good feedback. And good
feedback means getting regular information abont salespeople to evaluate their performance.
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having to host the MEC team on-site. And Csaplar was
pieased to find thal Web-based selling is an effective way to
intaract with customers and to build customar relaticeships,
“By the Hme we're done with the Web-casi, tha customer
understands the technelogy, the pricing, and the competi-
tion, and we understand the customers business and
needs,” he says. Withcut Web-casts, “we'd be iost on now to
commuricate with the custormer without spending a lot cf
morey,” says Csapiar, "l don't see us ever gaing beck to the
haawy travel thing.”

The Web can ve a goad channsl tosl for zelling to hard-to-reach cus-
tmers. For example, the big LS. pharmaceutical companies currently
employ some 87 000 sales reps {often called “detailers”) to reach
soughly 600,00 practicing physicians. However, these reps are find-
ing it harder than ever to get through to the busy doctors. "Dociors
negd immenss amounts of rmedicad infarmation, but their patient loads
limit their ability to see pharrmaceuical reps or atlend culside confer-
ences,” says an induslry researcher, The answer: Increasingly, it's the
Wab, The pharmaceuticai companias now regularly use product Web
sites, e-rail marketing, and video conferencing to help reps celiver
Lsefu information 1o physicians on their homea or office PCs. One siudy
faund that last year mare than 200,000 physicians participated in
“e-detailing” —the process of receiving crug marketing information via
the Weh—a 400 percant jurmp in anly three years. Using direci-to-
doctor Web conferences, companies can make live, inferactive med-
ical presentations to any physician with a PC and Web access, saving
ticth the customear's and the rep's time.

The irternet can alse be a handy way to hold sales strategy meet-
ings. Consider Cisco Systems, which provides networking solutions
for the [nternet, Sales mestings used o take an enormous bite out of
Cisco’s frave! budgst, fow the compzany saves about 1 million per
maonth by conducting many of those sessions on the Wehb. YWhenever
Cisco introducas a new product, it holds a Web meeting ¢ update
satespeapie, it groups of one hundred or maore, on the product's
marketing znd sales stratzgy.

Usually led by the procduct managar or a vice presideni of sales,
the meetings typically begin with @ 10-minute shide presentation
that spells cut the plarned strategy. Then, saiespeople spend the
next 50O or s minukes asking questions via teleconference. The
meeting’s leader can direct attendees’ browssrs to competitors’

Web sites or ask them to voie on cerfain issues by using the soft-
ware's instant polling feature. “Our salespeopte are actually meeling
mere enling than they aver were face io face,” says Mike Miche,
Cisco's distance learning manager, adding ihat some salzspeople
who used o meeat with gther reps and managers only a few times a
quarter are meeting online nearly every day. “That’s very empower-
ing for the salas force, because they're able ta make suggestions =t
every step of the way about where wa're going with cur =ales ard
marketing stretegins.”

Thus, Weh-based technoiogies can produce big arganizational
benefits for salkes forces. They heip conserve salespaoples valu-
atie time, save travel dallars, énd give salespecple a new vehicle
for selling and servicing accounts. But the technalogies alsa have
some drawbacks. For starters, they're not cheap. And such sys-
iems can intimidate low-tech sziespecpie or ¢lients. "As simpls as
i is, if your salespecple ar clients aren’™ comfortable using the
Web, you're wasting your mcney,” says one marketing communi-
cations manager. Also, Web tools are susceplible to server crashes
and other netwark difficulties, not & happy event wher you're in
ihe midst of an important sales meeting or presentation.

For these reasons, soma high-tech experns recommend that sales
executives use Web technologies for training, sales maetings, and
preliminary client sales presentations, bat resort to old-fashicned,
face-to-face meetings when the time draws near to close the deal
“When push comes o shove, if yvou've got an account werth ciosing,
you're still going to get on that plane and see the client in person,”
5ays saies consultant Sloane, "Your client is going 1o want 10 ioak you
irt the eve before huying anything from you, and that's skl one thing
you just can't do online.”

Souwices: Portions adepted fram Yom Kortzer, “Web Conferencing
Embracec,” faformation Week, May 26, 2003, pp. 68-70; Melindz
Ligas, “Point, Glick, and Sell, " Sales & Mamating Management, May
1999, np. 51-55; and Rich Thomaseli, "Fherma Replacing Reps,”
Advertising Aga, January 2005, p. 50, Aso see Daniel Tynan, “Next
Best Thing to Baing There,” Sales £ Marketing Managernent, Aprit
2004, p, 22; Jogith Lamont, "Collzberation: Web Cenferencing Sgans
she Distance, ™ KM World, lune 20058, pp. 16-18; and Rebecca
Azronauer, "Looking Good,” Safes & Marketing Manggement, Apsil
2006, op, 4144,

Management pets information about its salespeaple in several ways. The most important

source is sales reports, including weekly or monthly wark plans and longer-term territory
marketing plans. Salespeople also write up their completed activities on eall reports and turn
in expense reports for which they ars partly ar wholly repaid. The company can also monitor
the sales and profit performance of the salesperson’s territory. Additional infarmation comes
from personal observation, customer surveys, and talks with other salespeople.

Using various sales farce reports and other information, sales management evaluates
embers of (he sales furce, It evaluales salespeople on their ability to “plan their work and
wuork their plan.” Formal evaluation forces management to develop and communicate clear
standards for judging performance. Tt also provides salespeople with construclive feedback
and motivates them to perform well.

On a broader level, management should evaluate the performance of the sales force as a
whais. 1s the sales force accomplishing its customer relaticuship, sales, and profit objectives?
Is it working well with other areas of the marketing end company crganization? Are sales-
force costs in line with outcomes? As with other marketing activities, the company wants to
measurs its return on sales investment.
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Selting process

The steps that the
s4lesperson faliows when
seliing, which include
prospacting and qualifying,
preaporoach, apgoroach,
oresentation andg
demgcnstration, handling
obpections, closing, and
fallew-up.

Prospecting

The step in the geliing
process in whlich the
salesperson identifies

gualified potenziai customers.

Preapproach

The step in the selling
pracess in which the
salesperson learns as much
23 passible about a
prospechive custumer before
making a sales call.

Approach

The step in ihe seling
process in which the
salesperson mests the
customer for the first time.

FIGURE 16.3
Major steps in effective
sefing

The Personal Selling Process

We now turn from designing and managing a sales force to the actual personal selling process.
The selling process nonsists of several steps that the salesperson must master, These steps focus
on the goal of getting new customers and obtaining orders from them, However, most salespeople
spend much of their time maintaining existing accounts and building long-term customer rela-
tionships. We discuss the relationship aspect of the personal selling process in a later section.

Steps in the Selling Process

As shown in Figure 16.3, the selling process consists of seven steps: prospecting and qualify-
ing, preapproach, approach, presentation and demonstration, handling objections, closing,
and follow-up.

Prospecting and Qualifying
The first stap in the selling process is prospecting—identifying qualified patential cus-
tomers. Approaching the right potential customers is crucial to selling success. As one
expert puts it: “If the sales force starts chasing anyone who is breathing and seems to have a
hudget, you risk accumulating a raster of expensive-to-serve, hard-to-satisfy customers who
never yespond to whatever value proposition you have.” He continues, " The solution to this
isn't rocket science. [You mustj train salespeople to actively scout the right prospects.”
Another expert concludes: “Increasing your prospecting stfectiveness is the fastest single
way to boost your sales.”?2

The salesperson must often approach many prospects to gat just a few sales. Although
the company supplies some leads, salespeople need skill in finding their own. The best
source is referrals. Salespeople can ask current customers far referrals and cnltivate ather
referral suurces, such as suppliers, dealers, noncompeting salespeople, and bankers. They
can also search for prospects in directories or on the Web and track down leads using the
telephone and direct mail. Or they can drop in unannounced on various offices (a practice
known as “cold calling”).

Salespeople also nead to know how 1o qualify leads—that is, how to identify the good
ones and screen out the poor ones, Prospects can be qualified by looking at their financial
ability, volume of business, special needs, Tocation, and passibilities for growth.

Przapproach

Before calling on a prospect, the salespersor should learn as much as possible about the orga-
nization (what it needs, whe is invalved in the buying] and its buyers (their cheracteristics
and buying styles). This step is known as the preapproach. The salesperson can consult stan-
dard industry and online sources, acquaintances, and others to learn about the company. The
salesperson should set colf ebjectives, which may be to qualify the prospect, to gather infor-
mation, or to make an immediate sale, Another task is to decide on the hest approach, which
might be a personal visit, a phone call, or a letter. The best timing should be considered care-
fully becauss many prospects are busiest at certain tines, Finally, the salesperson should give
thought to an overall sales stratégy for the account.

Approach
During the uppreach step, the salesperson should know how to meet and greet the huyer
and got the relationship off to 2 good start. This step involves the salespersun’s appearance,

" Handling

ohjections Follow-up
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apening Hnes. and the follow-up remarks. The opening lines should be positive to build
gondwill from the beginning of the relationship. This opening might be followed by some
key questions to learn more ahout the customer’s needs or by showing a display or sample
to attract the buyer’s attention and curiosity. As in all stages of the selling process, listening
to the customer is crucial.

Freasntadion angd Demonstration

Presentation Dhering the presentation stap of the selling process, the salesperson tells the praduct “story™
The step in the ssliing to the buyer, presenting customer beneflils and showing how the product solves the cus-
process in which the tomer’s problems. The problem-solver salesperson fits better with today’s marketing concept
salesperson tells the “procuct  than does a hard-sell salesperson or the glad-handing extrovert. Buyers today wanl solutions,
story” Lo the buyer, not smiles; results, not razzle-dazzle, They want salespeople who listen to their concerns,
nighlighiing customer understand their needs, and respond with the right products and services.

benefits. This need-satisfaction approach calls for good listening and problem-solving skills. A

recent sludy revealed that 74 percent of 200 purchasers surveyed at companies nationwide
said they weuld be much mare 1ikely to buy from a salesperson if the seller would simply lis-
ter: to them. “To me, sales is listening to customers, finding cut what they want, finding out
what their concerns ars, and then trying to fill themn,” rotes one experienced salesperscr. “It’s
1o longer envugh to have a good relationship with a client,” savs another. “You have to under-
stand their problems. You have to feel their pain.”??

The qualities that buyers dislike most in salespeople include being pushy, late,
deceitful, and unpreparad or disorganized. The qualities they value most include
pood listentng, empathy, honesty, dependability,
thoroughness, and follow-through. Great sales-
people know how to sell, but more importantly
they know how to listen and to build strong
customer relationships. Says one professional,
“Salespeople mmust have the right answers, cer-
tainly, but they also have to learn how to ask
thase questions and listen.”?

Today, advanced presentation lechnalogies
allow for full multimedia presentations to only
ong o1 a few people. CDs and DVDs, onling pre-
sentation technologies, and handheld and laptop
compulers with presentation software have
replaced the §lip chart. Here’s an example:*®

Tina Cox, a technical trainer for
Analytical Graphics, a company that
produces intcgrated land, sea, and air
analysis software, uses InterWrite soft-
ware and it's integrated wireless tablet-
and-pen capabilities to teach new and
potential customers how to use the com-
pany’'s products. Just like TV football
comunentalor John Madden, she writes
on her prepared screcns during the pre-
sentation. She draws on freeze-frame
images, just as Madden often does when
he divects viewers to the significant ele-
ments of the previous foothall play with
T : his trademark squipgly lings. Cox uses

MEET GATEWAY'S NEW CONVERTIBLE NATEBOOK
fawrsgantzad b 2t your work raticed, whearever yauare,

Wik i e a
wich g of bajg]" Ceneino T Start
anethirg rabevecr iy wilh Prednstallal Micnsedt Windows® 3P Tatler
P Edingn J005- Uso the stylus 10 gaslly annctats dogqumeats nghi in
Tkt fnicdle of ipeetinglh A4 innavallve snipping 1966 Tes yoa cut and

i 4 denk

Ao ratafy G4R1 SR LKA, Ard Bidr 1 3L, 1P SaMIes wih GANwayS p— ﬁ 395‘53
axclguaona-ywar conerge I mapgottaniooks butyou i GETTHEEDSE.

S iy,

ENTER T0 WIH §108,800 AND A CONVERTIBLE NOTERBOE

i - her tabiet and pen to show her clients
I Gate‘w’ay SE]:;E?[;:)}[:F&EL:F: akzway.cimtoeeriiale, OR LA 1-577-352-2209 the key Glemenpts of the slides. I cus-
e - T e ritcta o) tomers ever lose a thread of her sales
: o b S i rigiio iR presentation, they can easily check the
e B T L T e informatinn she circled and almost
ﬂ Tclday’s advanced presentat[un technuiogles allow for full multdmedia immediately get back on track. Cox
presentations to only ong or a few people. Online presentation technolagies and believes the technolopy greatly gnhances
tand-held and laptop computers with presentation software, such as Gateway's her presentations, both Web-hased and

Convertible Notebaak, have replaced the old fifp chart. in person, and customers agres.
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Handling objections
The step in the salling
process in which the
salesperson seeks out,
clarifies, and avercomes
customer objections o
Buying.

Closing

I be step in the selling
process in which the
salzsperson asks the
customer for an arder.

Follow-up

The last step in the seling
process in which the
salnsparsen follwes up after
the sale to ensure cuskomer
satisfaciion and repsat
business.

Sales promotion
shert-term incentives o
ercourages the purchase or
sale of 5 product or service,

Handlag Objsctions

Customers almost always have objections during the prasentation or when asked to place an
order. The problem. can be either logical or psychological, and objections are often unspoken.
In handling ¢bjections, the salesperson should use a positive appreach, sesk out hidden
objections, ask the buyer to clarify any objections, take objections as opportunities to provide
more information, and turn the objections info reasons for buying. Every salesperson needs
training in the skills of handling objections.

Dlosing

After handling the prospect’s objections, the salesperson now tries to close the sale. Some
salespeople do not get around to closing or do not handle it well. They may lack confidence,
feel guilty about asking for the order, or fail to recognize the right moment to close the sale.
Salespeople should know how to recognize closing signals from the buyer, including physical
actions, comuments, and guestions. For example, the customer might sit forward and nod
approvingly ur ask about prices and cradit terms.

Salespeople can use one of several closing techniques. They can ask for the arder, review
points of agreement, offer to help write up the order, ask whether the buyer wants this model or
that ane, or note that the buyer will lose out if the erder is not placed now. The salesperson may
offer the buyer special reasons to clnse, such as a lower price or an extra quantity at no charge.

Foliow-Up

The last step in the selling process—follow-np—is necessary if the salesperson wants to
ensure customer satisfaction and repeat business. Right after closing, the salesparsen should
complete any details an delivery time, purchase terms, and ather matters. The salesperson
then should scheduie a follow-up eall when the initial order is received, to make sure there is
proper installation, instruction, and servicing. This visit would reveal any problems, assure
the buyer of the salesperson’s interest, and reduce any buyer concerns that might have arisen
since the sale.

el Selling and Customer
Relationship Management

The steps in the selling process as just described are transaction orfented—their aim is to help
salespeaple close a specific sale with a customer. But in most cases, the company is not sim-
ply seeking a sale: It has targeted 2 major customer that it would like to win and keep. The
company would like to show that it has the capabilities to serve the customer over the long
haul in 4 mutually prolitable refationship. The sales force usually plays an important rale in
building and managing profitable customer relationships.

Today's large customers favor suppliers who can sell and deliver a coordinated set of
preducts and services to many locations, and who can work closely with customer teams to
improve products and processes, For these customers, the first sale is only the beginning of
the relationship. Unfortunately, some companies ignore these relationship realities. They ssll
their products through separate sales forces, each working independently to clese sales. Their
technical people may not he willing to lend time to educate a customer. Their engineering,
design, and manufucturing people may have the attitude that “it's our job to make good prod-
ucts and the salesperson’s job Lo sell them to cuslomers.” Their salespoople focus on pushing
products toward customers rather than listening to customers and providing solutions.

Other companies, howewver, recogize that winning and keeping accounts requires mare
than making good products and dirccting the sales force to close lots of sales. Bt requires lis-
tening to customers, undersianding their needs, and carefully coordinating the whole com-
pany’s afforts to create customer value and to build lasting relationships.

Persomal selling and advertising often work closely with ancther promotion tool, sales pro-
motean. Sales praometion cunsists of short-term inceniives to encourage purchase or sales of a
product or service. Whereas advertising offers reasons to buy a product or service, sales pro-
mtion offers reasons o buy now.

Examples of sales promotions are found everywhere. A freestanding insert in the Sunday
nawspaper confaing a coupon offering $1 off Folgers coffee. An e-mail fromn EddieBauer.com
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offers free shipping on your next purchase over $100. The end-of-the-aisle display in the local
supermarket tempts impulse buyers with a wall of Coke cases. An executive buys a new Sony
laptop and gels a free catrying case, or a family buys a new Explorer and recsives a factory rebate
of $1,000. A hardware store chain receives a 10 percent discount on selected Black & Decker
portable power tools i it agress to advertise them in local newspapers. Sales promotion inclides
a wide variety of promation tools designed to stfmulate earlier or strongar market response,

Rapid Growih of Salss Promotion

Sales promotion tools are used by most organizations, including manufacturers, distributars,
retailers, and not-for-profit institutions. They are tarpeted toward final buyers (consumer pro-
motions), retailers and wholesalers {frade promotions), business customers [busingss proma-
tions), and members of the sales farce (sales force pramotions). Today, in the average con-
sumer packaged-goods company, sales promotion accounts for 74 percent of all marksting
expendilures.®

Several factors have contributed to the rapid growth of sales promotion, particularly in
consumer markets, First, inside the company, product managers face greater pressures to
increase their current sales, and promotion is viewed as an effective short-run sales ool
Second, externally, the company faces more competition and competing brands are less dif-
Farentiated. Tncreasingly, competitors are using sales promotion to help differentiale Lheir
offors, Third, advertising efficiency has declined hecause of rising costs, media clutter, and
legal restraints. Finally, consumers have become wmore deal oriented, and ever-larger retailers
are demanding mors deals from manufacturers.

The growing use of sales pramotion has resulted in promeotion clutter, similar to advertis-
ing clutter, Consumers are increasingly tuning out promotions, weakening their ability to trig-
ger immediate purchase. Manufacturers are now searching for ways to tise above the clutter,
such as offering larger coupon values or crealing more dramatiic point-of-purchase displays.

In developing a sales promotion program, a company must first set sales promation
objectives and then select the best tools for accomplishing these objectives.

e Yo T R 7 WO G N,
Salss Promoiion Ghisctives

b

Sales promotion ohjectives vary widely. Sallets may use consumer promotions to urge short-
term customer buying or to enhance long-tevm costomer relationships. Ohjectives for frade
promotions include getting rotailers to carry new items and more inventory, buy shoad, or
advertise the company’s products and give them more shelf space, For the soles force, objec-
tives include getting more sales [orce support for current or new products or petting salespeo-
ple to sign up new accoumnts,

Jales promotions are usually used logelher with advertising, personal selling, or other
promotion mix tools. Consumer promotions must usually be advertised and can add excite-
nient and pulling power to ads. Trade and sales force praomations sopport the firm's personal
selling process.

In general, rather than creating only short-term sales or temporary brand switching, sales
promotions should help to reinforce the product's position and build long-tewn customer rela-
tionships. If properly designed, every sales prometion tool has the potential to build both short-
term exciternenl and long-tenm consumer relationships. Incressingly, marketers are avoiding
“guick fix,” price-only promotions in faver of promotions designed to huild brand equity.

Examnples include all of the “frequency marketing programs” and loyalty clubs that have
mushroomed in recent years. Most hotels, supermarkefs, and airlines now offer frequent-
guest/huyer/flyer programs offering rewards to regular customers. For example, Cendant,
which owns hatel chains such as Ramada, Days Inn, 1ravelodge, Howard Johnson, and Supser
8, offers a loyalty program called TripRewards, a program that targets its core merket of not-
so-frequent leisure travelers.

In designing its TripRewards loyalty program, Cendant knew that Ramada, Days Inm,
Travelodge, and the vest of its lodging family could not out-Marriott Marriott
Rewards or duplicate the elite tiers of Starwood Preferred Guest. Cendant caters to
more budget-minded leisure travelers who venture cut an a half dozen trips or fewer
annually. Unlike frequent business travelers, these folks don’t travel enough to take
advantage of most travel loyalty programs. So Cendant put together a network of
TripRewards retailers that lets members earn peints with everyday purchases.
TripRewards members can earn points for purchases at retailers ranging from J.C.
Penney and Best Buy to FTD Ilorists and CheapTickets. com.
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Discover thesfoniof: receiving tings
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! 'z fun to Zet more.

Customer-relationship huitding promotions: Candant’s
TripRewards program makes frequent customers out of
not-so-fraquent leisure travelers. “It's fun to get more.”

Cendant’s “It's fun to get more” ad campaign plays up the fun
of pgetting a bonus from everyday shopping transactions.
TripRewards' low redemption thresheld (zs low as 65,000
points for @ week-long resozl stay versus Marriott Rewards’
140,000} means that Cendant can win the patronage of cun-
sumers who would otherwise be decades away from earning
anything in a competing program. The TripRewards program
drew 2.6 million members in its first eight months, 60 percent of
them [irst-time Cendani hote! customers. It's atiraciing vounger
and more affluent consumers with higher average room rates
and longer stays—and it keeps thew coming back. “Theyre
going to be repeat business,” says the manager of one Cendant
hotal. “The pointe add up pretty quick, [and] once we get
Iguests| through the . . . door, they're not going back to Hilton."??

Major Sales Promotion Tools

Many tools can be used to accomplish sales promotion objectives.
Descriptions of the main consumer, trade, and business promotion tasls
follow.

Comsamer Promotion Tools

The main consumer promotion tools include samples, coupons, cash
refunds, price packs, premiums, advertising specialties, patronage
rewards, point-of-purchase displays and demonstrations, and contests,
sweepstakes, and games,

Samples are offers of 4 trial amnount of a product. Sampling is the
most ellective—hut most expensive—way to introduce a new product or
ta create new exciternent for an existing one. Some samples are free; for
others, the campany chargas a small amount to offset its cost. The sample
might be delivered doar-to-door, sent by mail, handed owt in a store,
altached to another product, or featured in an ad. Sownetimss, samples
are combined tnto sample packs, which can then be used to promote
other products and services. Sampling can be a powerful promotional
taal. Consider this example:

Fisherman's Friend throat lozenges used sampling as the center-
piece of a very successful brand-building program. It began by

Consumer pramotion taols
" Sales promalion tools used fo
urge short-term customer
Guying or 1o enhence Tong-
term customer relztionships.

passing ot 250,000 samples of its lazenges at rnore than 25 faics, sporting events, and
other happenings where it was a sponsor, Each sample contaioned an invitation to visit
the Fisherman's Friend Weh site, where customers could enter a contest Lo win a MINI
Cooper by submitting a slogan to be used in the future “Tell a Friend” [(about
Fisherman's Friend) ad campaign. The sampling promotion was a complels sncoess.
11.5. sales of Fisherman's Friend lozenges grew 115 percent for the vear, 25 percent het-
ter then expectations, Some 3,000 geople submitted a slogan for the company's new ad
campaign. The winner and proud owner of & new MINI Cooper—Shirley Tucker of
Pittshurgh-—suggested the slogan, “Lose a Gough. Gain a Friend,” which is now fea-
turad in ads and on the Wab sile, The successful sampling carnpaign continues via the
company’s Web site, which invites consumers to sign themselves and a friend up to
receive free samples of Fisherman’s Friend in the mail 2®

Coupons are certificates that give buyers a saving when they purchase specified products.
Most consumers love coupons. U.S, companies distributed 323 billion coupons last vear with
an average face value of $1.16. Consumers redeemed more than 3 billien of them for a total
savings of about $3.47 billion.2! Coupons can promota early trial of a new brand or stimulate
salys of a mature brand. However, as a result of coupon clutter, redemption rates have been
declining in recent years. Thus, most major consumsr goods companies ate issuing fewer
coupons and targeting them more carefully,

Marketors are aiseo cultivating new outlets for distributing coupons, such as supsrmarket
shelf dispensers, electronic point-of-sale coupon printers, e-mail and online media, or gven
text-messaging systems. For example, texi-message couponing is popular in Europe, India.




] Mew forms of coupons: Text
message coupening is daining
poputarity. At the Univarsity of
Sauth Florida, Local businesses
can blast out text message
caupaons diractly to interestad
students’ cell phones via the
university's MoBull Plus
system,
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and Japan, and it's slowly gaining popularity in the Unitad States. American Express recently
launched Mobile Offers, which sends willing cardholders “coupons” from local merchants
via text messages Lo cell phones, Aod at the University of South Florida, local businesses can
send out text message coupaons directly to interasted students’ cell phones via the university's
MoBull Messenger system. For instance, il a lucal pizea place is having a slow night, it can log
in and Blast out a two-for-one pizea conpon to students who have opted-in.*®

Cush refends (or rebates) are like coupons except that the price reduction vccurs after the
purchase rather than at the retail outlet. The consumer sends & “proof of purchase” o the
manufacturer, who then refunds part af the purchase price by mail. For example, Toro ran a
clever preseason promotion on some of its snowblower models, offering a rebate if the snow-
fall in the buyer's market area turned out to be below average. Competitors were not able to
match this offer on such short notice, and the promotion was very successful.

Price packs {also called cenis-off deals) offer consumers savings off the regular price of a
produet. The producer marks the reduced prices directly on the label or package. Price packs
ran be single packages sold at & reduced price (such as two for the price of one) or two related
products banded together (such as a tonthbrush and toothpaste). Price packs are very effec-
tive—even more so than coupons—in stimulating short-term sales.

Premiums are goods offered either free or at low cost as an incentive (o buy a produc,
ranging from toys inclnded with kids’ products to phone cards and DVIs. A premium may
come inside the package (in-pack), outside the package fon-pack), or through the mail.
Kellogp often incorporates premniums with its cereals and related products. For instance, i
recently offered a free Cors vacer, based on characters from the Disney/Pixar movie, inside
specially marked hoxes of Appie jacks. And buyers of Kellogg Frosted Flakes Gereal & Milk
Bars could buy an Iee Age If: The Meftdown pop-up tent by mailing in two UPC symbols along
with a check for $4.99.

Advertising specialties, alsu called promotional products, are useful articles imprinted
with an advertiser's name, lago, or message that are given as gifts to consumers. Typical items
include T-shirts and other upparel, pens, coffee mugs, calendars, key rings, monse pads,
matches, tote bags, coolers, golf balls, and vaps. U.5. matketers spent more than $1& billion on
advertising specialties last vear. Such items can be very effective. The “best of them stick
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Trade prometion tools
Sales promotion tocls sed to
persuade resailers to carry a
brand, give it shelf space,
promote it in advertising, and
push it ic consumers.

Business promation tools
Sales oromation tools used to
gererate business 'eads,
stirmuiate ourchases, reward
cusiomers, and motivate
salespeople.
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around for months, subtly burning a brand name into a user's brain,” notes a promotional prod-
ucts expert, In a recent study. 71 percent of all consumers surveyed had received at least one prro-
metional product in the past 12 months. Seventy-six pereent of those were able to recall the
advertiser's name on the promotional product they received, compared to only 53.5 percent whao
couid recall the name of an advertiser in a print publication they had read in the past week.3

Patronage rewdards are cash or other awards offered for the regular use of a certain com-
pany’s praducts ur services. For example, airlines offer frequent flier plaus, awarding points for
miles traveled that can be turned in far frec airline rips. And supermarkats Issue frequant shop-
per cards that dole out a wealth of digcounts at the checkout. Office Depat offers frequent-
purchase awards—using its Worklife Rewards card, customers who spend at least $200 at Office
Depot in three months earn gift cards worth up to 550 that can be used toward future purcheses.

Point-of-purchase {POP] promations include displays and demonstrations that take place
at the point of sale. Think of your last visit to the local Safeway, Costco, CVS, or Bed Bath &
Beyund. Chances are good that you were tripping over aisle displays, promotional signs,
“shelf talkers,” or demonstrators offering free tastes of featured food products. Unfortunately,
many retailers do not like to handle the hundreds of displays, signs, and posters they receive
from manufacturers sach year. Manufacturers have responded by offering better POF rateri-
als, offering to set them up, and tying them in with television, print, or online messages,

Contests, sweepstokes, and games give consumers the chance to win something, such as
cash, trips, or goods, by luck or through extra effort. A contest calls for consumers to submit
an entry—a jingle, guess, suggestion—to be judged by a pansl that will select the best ontries.
A sweepstakes calls for consumers to subinit their names for a drewing. A gome presenis con-
sumers with something—bhingo numbers, missing letters—every tiwe they buy, which may or
may not help them win a prize. A sales contest wurges dealers or the sales force to increase
their efforts, with prizes going to the top performers.

Trads Promoiion Tools
tanafacturers direct more sales promotion dollars toward retailers and wholesalers (78 per-
cent} than to final consumers {22 percent).?? Trade promotion tools can persuade resellers to
carry a brand, give it shelf space, promote it in advertising, and push it to consumers, Shelf
space is so scarce these days that manufacturers often have to offer price-offs, allowances,
buy-back puaraniees, or free goods to retailers and wholssalers to get products un the shelf
and, once thera, to keep them an it

Manulactwers use several rade promotion tools. Many of the tools used for cansumer
prometigns—cantests, premiums, displays—ucan also be used as trade promotions. Or the
manufacturer may offer a straight discount off the list price on each case purchased during a
stated periad of time (also called a price-off. off-invoice, or off-list]. Manufacturers also may
offer an allowance (nsually so much off per case) in return for the retailer's agreement to fea-
ture the manufacturer's products in some way. An advertising allowance compensates retailers
for advertising the product. A display allowance compensates them for using special displays.

Manufacturers may offer free goods, which are extra cases of merchandise, o resellers
who buy a certain quantity or who feature a certain flaver ar size. They may offer push
money—cash or gifts to dealers or their sales forces to “push” the manufacturer’s goods.
Manufacturers may give retallers free specialty adverifsing items that carry the company's
name, such as pens, pencils, calendars, paperweights, matchbooks, meme pads, and yardsticks.

ome Fromoilon Tools

Companies spend billions of dellars each year on promotion to industrial customers.
Business promation teols are used to generate business leads, stimulate purchases, reward
customers, and motivate salespeaple, Business promotion includes many of the same tools
used for consumer or trade promalions. Here, we focus on two additional major business pro-
motion toals—conventions and trade shaws, and sales contests.

Many companies and trade assuciatlons niganize conventions and trade shows o pro-
mote their preducts. Firms selling to the industry show their products at the trade show.

. Vendors receive many benefits, such as opportunilies to find new sales leads, contact cus-

torners, introduce new products, meet new customers, sell more to present customers, and
aducate customers with publications and audiovisueal materials. Trade shows also help com-
panies reach many prospects not reached thwough their sales forces.

Some trade shows are huge. For example, at this year’s International Consumer Electronics
Show, 2,500 exhibitors attracted more than 150,000 professional visitors. Even more impres-
sive, arthe BAUMA mining and construction equiproent trade show in Munich, Germany, some
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2,800 cxhibitors fram 47 countries presented
their latest product innovations to mors than
416,000 attendees from 171 counlries 3

A sales cantest is a contest for salespeople
ar dealers to motivate them to increase their
sales pecformance over a given period. Sales
contests motivate and recognize good company
performers, who may receive trips, cash prizes,
or other gifts. Some companies award poinis for
performance, which the receiver carp turn in for
any of a variety of prizes. Sales contests work
best when (hey are lied to measurable and
achievable sales objectives {such as finding
new accounts, reviving old accounts, or
increasing account profilability}.

T . . Tt T
Devsioping ihe Salos

B Same trade shows are huge. At this year's International Consumer Electronics Promaolion Pr-&gz‘*&m

Show, 2,500 exhibitore attracted mare than 150,000 professional visitors.

Beyond selecting the types of promolions to
use, marketers must make several other deci-
sions in designing the full sales promotion program. First, they must decide on the size of the
incentive. A certain mirimum incentive is necessary if the promotion is to succeed; a larger
incentive will produce more sales response. The marketer also must set conditions for partic-
ipation. Incentives might be offered to everyone or only to seloct groups.

Marketers tusl decide how to promote and distribute the promotion program itself. A
%2-0ff coupan could be given out in a package, at the store, via the Internet, or in an adver-
tisement. Each distribution method involves a different level of reach and cost. Increasingly,
marketers are blending several media formats into a total cumpaign concept. The length of the
promation is also important. If the sales promotion periad is tao shortt, many prospects {wha
may not be buying during that Ume) will miss it, If the promolivua runs too long, the deal will
lose some of its “act now" force.

Evaluution is also very important, Many companies fail to svaluate their sales promotion
programs, and others evaluate them only superficially. Yel marketors should work to measure
the returns on their sales promaotion investmeants, just as they should seck to assess the returns
an other marketing activities. The most common evaluation metlod is to compare sales
before, during, and after a pramotion. Marketers shoueld ask: Did the promotion atiract new
customers or mors purchasing from ewrent cuslomers? Can we hold onto these new cus-
tomers and purchases? Will the long-run customer relationship and sales gains [rom the pro-
motion justify its costs?

Clearly. sales promotion plays an importani role in the total prometion mix, To use it
well, the marketer must define the sales prometion objectives, select the best tools, design the
sales promotion program, Implement the program, and evaleate the results. Moreover, sales
promation must he coordinated garefully with other premotion mix elements within the over-
all integraled marketing communications program.

BEER T e e n e & pm o R ~
Beriewing the CUoncepis

i)

Tris chepter is the third of four chaplers covering the final marketing mix
elemenmt-—promation. The two previcus chagters dealt with ovarall inte-
grated marketing communications and with advertising and public rala-
tions. This one inwestigates personal selling and sakes promotion.
Persgnal selling is ke interpersgnal arm of Ehe communications mix.
Sales promotion consists of short-ferm incentives o encourage the pur-
chase ar sale of a praguct ar service.

1.

Discuss the rele of a company's satespeaple in creating value for cus-
tomers and fuilding customer relationships.

Most compznies use salespesple, and many comanies assign hem
ar importans fole in the marsetng mix. For companies salkrg busi-

ress praducts, the firm's salespeople work cirectly with custorners.
{Hien. the saies force is the customer's only direct contact with e
compeny end therefore may be viewed by cusiomers as representing
the campany itsalf. tn contrast, for consumer product companies that
sell thsough intermediarias, consumars usually o nat meet salesped-
ple or even know abous them, The sales force works behind the
scenes, dealing with wholesalsrs and refailers to obtair. their sLippart
and helping them become effective in selling the firm's sroducts,

As an elerment of tha promolian mix, the sales forez is very effec-
tive in achieving certain marketing objeckives and camying aut such
autvines as prospecting, communicating, selling ard servicing, and
informatian gatnering. But with companies becoming more rarket
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orignted, 3 customer-focused sales ferce also works to produce bath
custormer satsfaction and cormpany profit. The sales force plays a key
rale in developing and managing profitable customer refationships.

Identify and explain the six major sales force management steps.

High sales force costs necessitate an effective sales management
process coqsisting of six steps: designing sales force strategy and
struciure, recruiting and selecting, fraining. COMPensaing, suUpanys-
ing, and evaluating salespeople and sales force parfarmance.

In designing a sales force, sales managemant must address strat-
&gy issues such as what type of sales force structure will work best
(territoctal, prodoct, custormer, ar complex'siructurel: how large the
satles force shouid be; who will be involved in the selling effort; and
how g5 warious sales and sales support peuple will work together
(insitle or putside sales forces and team sefling).

o hald down the high costs of hiring the wrang people, sales-
people meuyst Se recruited and selected carefully. In recruiting sales-
peogie, 8 camparny may laok ta job duties and the characteristics of
its most sucsessful saiespecple 1o suggest the traits it wants in its
salespeople. 1t must then ook for applicants through recommenda-
tians of currant salespeopiz, employment agencias, classified ads,
znd the Internet and oy contacting coflege students, In the selection
orocess, the procedura can vary from a single informal interview to
lengthy testing and interviewing. Aftey the selection process s com-
piete, training programs familiarize new salespsople nat only with
the art of seiling but alse with the company's history, its products
and paticies, and the characteristics of ils market ang COmpetitars,

The sales force compensation systern helps 1o reward, motivate,
and direct salespeaple. In compensating saisspeople, companies try
ta have ar appealing plan, usually close to the going rase for the ype
of sales job and needed skiils. |n addition to compensation, &1l sales:
peapls need supervisian, and many need cantinusus encouragement

" Beviewing the Key Terms

Followe-up 468

472 Handling objections 488
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because they must make many decisions and face many frustrations.
Pariodically, the company must evaluate their performance to nelp
them do a better job. In evaluating salespeople, the company relies on
gelting regular infarmation gathered through szles reports, personal
observations, customears’ letters and complaints, custamer survays,
and conversafions with other salespeople.

. Discuss the personal selling process, distinguisking between fransactian-

oriented marketing and relationship marketing.

The art of selling invelves a seven-step seffing process: prospecting
and qualifying, preapproach, approach, prasamtation and demaonstra-
tion, handling objections, closing, and foliow-up, These steps helo
marketers clase & specific sale and as such are tensaction orented.
However, a seller's dealings with customers should be guided by the
larger concept of refationship marketing. The company's sates force
should help to erchestrate a whofe-company effert to develap prof-
itatzle fong-term: relaiionships with key customers tased cn superior
customer value and satisfaction.

. Explain how sales promatian zampaigns atre develaged and Implemented.

Sales pramotion campaigns call for seftting sales promations objectives
{in general, sales promotions sheuld be consumer relationshic Build-
ingk selacting tools; and developing and implernenting the salas pro.
mgcion program Dy using consumter gromotion foods (coupons, cash
refund offers, price packs, premiums, advertising specialties, patronage
rewards, paint-of-purchase promations, and contests, sweepstakes,
and games), rade promation toofs (discounts, allowances, free goods,
and push maney), and business promaotion tgols (conventions, frade
shows, and sales contests) as well as deciding on such things as the
siza of the incentive, the conditions for participation, how to promats
and distribute the pramotion package, and the length of the promotion.
Aftar this process is compisted, the company avaluatas it sales promo-
tior results.

Fresentation 447
Product sales farce

Salesparson 453
Selling process 466

Business promaticn tools

Closing 468
Cansumer pramiotien

Custarner sales force

Inside sales force 457

Cutside sales force {or field sales
farcel 487

Parspnal selling 452

Preapproach 466

focls 470

structyrg 454

1.

~ Discussing the Concepts

According to the chapter, saleszeaple sarve “two rasters,” What
doas this mean? is k a good or bad thing?

The chapier states that the abifity to build relaticnships with cus-
tomers is the most important of 2 salesperson's key talents, 0o you
agree? Explain,

DuPont selis thousands of industrial and consumer products
throughaut the world, [t serves industries as diverse as aerospace,
agriculture, and kezlth care, Describe how OuPeont can best struc-
ture its sales farce.

A start-up manufacturer of low-carbohydrate muffing wants fo sell
ifs product in supermarkats all along the East Coast It has ideatified

Prospecting 484

Sales force menagement
Sales promoiion
Seles qiota

structure 454 Team seliing 458
Tersitorial sales force
structure 454

Trade promotion tools 472

454
468
464

400 large supermarket chains znd 100 smaller chains, The large
supermarket chains will require 30 calls per year and the smaller
stores 10 calls per year, An average salesperson can make 1,000
calls por year. Using the workload approach for sefting sales force
size, how many salespecele will this manufacturar peed?

5. What are the main Jdifferences between sales pramotian and

advestising?

B. Explain why there has been rapid growth in the use of sales

pramotions.



= Applyiug the Concepts

1. Whe in your class would make a good salespersan? Why?

2. Worl in pairs ta describe the stages in the seifing process for a smak
fdinneapols company that sells cleening services to awners af small
businesses, such as hair salons, dentists” offices, and clathing
stores. Role-play the actual salling pracess, from approach to clase,
with one team merrber acting as the salesperson. The other mem-

Fogus on Technology

High-leval salespeople need sophist:cated tocls to perform more efiec-
tivety, especizlly when on the road. They need to gather customer contact
information, check updsted product inventories, and ksep track of arder
infermation. Strang customer relationship managernent systems, such as
those coftered by SAP (wwwszp.com), provide many features that
empaaer e sales force. Visit SAP online to find information on the
iySAP business suite and mySAP CRM. The Web site qutlines the fea-
tures of mySAP CRM, which benefit salespecole as follows:

«  Sales planaing and farecasting

«  Territony managenient

e Accourd and ecntact management

e Lead and opportunity management

«  Guotation and arder management

 Foens on Ethics

You are the senior sales manager for Johnsan Manufacturing. Yaur com-
rany has developed a maching that makes electronic components faster
and with a lower defact sate than your major campetitor's machines. You
call on Haywood Electrenics, an impartani customer, 1o discuss its pur-
chasa of e new maching. Haywood's buyers have been very enthusias-
tie, but when you airive, they want to discuss the results of sorme racen:
tests they've conducted, They show you autput that shows that your com-
patitor’s new maching produces cormpongnts at 1.2 times the rate of your
rachine with 2 101 lower defect rate. Based on this research, they asi for

All acToss the glake, consumers are sesking all-natural, wholesome
foods. Even Wal-Mart, a luw-price fzadar, carries organtc and all-naturz]
foods. Nudie, a guirky little company n Australiz, makes #s own cantri-
buiian to the Fast-prowing ratural foods market—all-natral fruit juices,
frizib crushies, and smoothies that provide a day's fruit in every bottle,
Amidst & sea of all-natural products, how did Mugie reach customers znd
encousage them to try s new products? Through a carefully designed
program of personal selling and sales promotion.

Mudie uses well-crafted point-of-purchase displays and a devoted,
motivated sales force to work with resellers to reach consumers, As a
result, Nudie is the fastest-growing juice maker in Australia, attracting an
ever-increasing number of kighly devcied customers who dove Mudis's
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ber of the teamn should acl as a customer and raise ai leasi three
abjsctions,

3. Suppose vou are the marketing coordinator responsible for recom-
rmending the sales prermotion plan for the market launch of a aew
brand of Red Bull enesgy drink scld in supermarkets. What promo-
tional tools would you consider for this task? Explain.

* Contract management
s Incentive and commission managemant
*  Time and travel manzgamert,
¢ Saies analytics
1. Eaplain which SAP functions apsly o sales force management and
which tie in more t6 the salesperson’s daily roie with the customers.
2. Explain how these SAP furctions fit into the persanal selling process
for an affice furniture sales recrasentative selling a new line of affice
chairs to an existing large customer,

3. Why waould a comgany choose noi to use SAP products?

a reductizn o the price of your machine from $800,000 to $500,000.
When you return to your company and talk o the vice president of manu-
facturing, she states thai tha test reswits are impossible and that the tests
must fhave besn fauly or the results intentionzlly falsified.
1. What actions would you take?
2. Way is it impodiant that you be carefil with your raaction ta fis situ-
ation?

3. Could such a siuation really hapoen? Discuss.

products, Says one Nudie cusiomer, “Den't be a prudie .. . get thee a
Mudie.” Says anaiher, “Love and happiness are overrated, Bub Mudiss
make living worhwhile!™
After viewing the vides ieaturing MNudie, answer the foliowtng gues-
Horg aboub persoral sefling and <ales promotion.
1. How does Mudies pracess far seleciing sales rapresentatives com-
pare to the process described in the text? _
2. What saies promation toals does Nudie emplay to reach censumers
and gncourage sales?

3. Select a sales pramotion tool nat listed in your previous Fespoense.
How could Nudie use that toot to further pramats its products?



When someone says “salesperson,” what timage comes ta
mind? Perhaps it's the stereotypical “traveling salesman—
the fast-talking, ever-smiling peddler who travels his territary
foisting his wares on reluctant customers. Such stereotypes,
however, are sadly oul of date. Today, most professional
salespeopla are well-educated, well-rained men and women
wha work to build long-term, value-producing relationships
with their customers. They succesd not by laking customers
in, but hy helping them out—hy assessing customer neads
and solving customer prablems.

One company that has been able to employ such a
customer-centric sales philosophy is the Lear Corporatinn,
From its humble beginnings in 1917 as a manufaclicrer of
tubular assemblies for the automotive and aircraft indus-
tries, Lear Lias grown into one of the largest and most suc-
cessful antomostive suppliers in the world. In 2005, Lear
achieved revenues of $17.1 billion, 127th among the
Fortune 500.

For decades, Lear dominated the automotive parts
indusiry as a maker of seal systems. But through 18 major
acquisitions since it went public in 1994, Lear has broad-
ened ils product line to include all five major vehicle ints-
rior systems—instrument panels and cockpits, daor and
trim, overhead and flooring, and acaustic systems. Lear is
also one of the leading global suppliers of automotive elec-
tronics and electrical distrihation systoms.

Leur's customers include most of the world's leading
automative carmpanies, from high-volume producers such
as Ford, DaimlerChrysler, General Motors, Fiat, and Toyota,
to boutique brands such as Ferrari and Rolls-Royce.
Currently, Lear products are found in new products pro-
ducsd by more than 300 nameplates arownd the world. With
115,000 employees, Lear designs, engineers, and manufac-
tures products in more than 280 facilitieg in 34 countries.

Along with all this growth, Leac lius experienced pedods
of superb financial pecformance. The company achieved
record-breaking sales and earnings growth throughoul the
1980s. During that decade, its “average content per car” in
North America increased more than fourfold, Not surpis-
ingly, Lear's revenues more than doubled in the latter half of
the '90s. Currently, the company owmns roughly 30 percent
of the North American interior components market.

Lear has achieved this tremendaus growth by focusing
on the customer. In a description of its business philasophy,
Lear states:

"The success of Lear is a result of our dedication to
provide the best possible service to the world's
automakers—which includes wnderstanding their
customers, the automolive consumer—by delivering
increased value through the latest vehicle interior
technologies and the continuous improvement of our
pracesses and product quakity. All of this is reflected
in Lear's exclusive People-Vehicle-Interface
Methodology. By utilizing the PVI Method, Lear
employs an innovation development discipline that
turns market opportunities into the products that con-
sumers want and customers need in their vehicles.”
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ACHIEVING CUSTOMER ORIENTATION

Lear’s customer orientation s evident in all aspects of opera-
tions, from design through weanufacturing. But perhaps more
than any other part of the organization, it's Lear’s outstand-
ing sales force that makes the company’s creds, “Consumer
driven. Customer focused,” ring true. Lear’s sales force was
recently rated by Sales & Marketing Management magazine
as one of “America’s Best Sales Forces.” What makes this an
outstanding sales force¥ Ledr knows that good selling thesc
days takes much more than just a salas rep covering a terri-
tory and convincing customers to buy the product. It takes
teamwork, relationship building, and doing what's best for
the customer. Lear's sales force excels at these tagks.

Lear’s sales depend completely on the suceess of its cug-
tarners, I the automakers don't sell cars, Lear doesn't sell
interiars. S0 the Lear sales force strives io create not just
sales, bul customer success. In fact, Lear salespeopls aren't
“sales teps,” they're "account managers” who funclion
more 2y consultants than as order getters. “Cur salespsople
dan’t roally close deals,” notes a senior marketing execu-
tive, “They consull and work with customers to learn
exactly what's needed and when”

Lear’s growth and expansion of its product line have
been driven by the quest to better meet customers' needs.
As Lear has diversified its product line from seats to ali
parts of a vehicle's interior, it has become a kind of “une-
stop shoppiog” source, As the provision of complete inte-
rior solutions benefils customers, it also benefits Lear. "It
used to bo that we'd build a partpership and then get only a
limited amount of revenue from it,” the executive says.
“Now we can gef as much as possible out of our customer
relationships.”

Lear's heavy customer focus has lead 10 a structure that is
broken up into separate divisions dedicated ta specific cus-
tomers. for example, theres a Ford division and a General
Mators division, and each oporates as its own profit center.
Within each division, high-level “platform teams”"—made
up of salespeople, engineers, and prugram managers—work
closely with their customer counterparts. These platform
teams are closely supported by divisional mapufacturing,
finance, quality, and advanced technology proups.

The platform team siructure has allowed Lear to be very
Iesponsive to customer needs. In 1999, leaders at GM
wanted to expand their conumercial van business. One idea
was to create a new maode! by filling an existing van sheil
with deluxe leather seating; flip-down. flat-panel screens,
and other high-tech gadgets. “It would have taken twa,
inaybe three years to make a van like this in the GM sys-
tem,” says Larry Szydlowski, GM's program manager for the
[xpress LT. In that time, the demand for such a van might
have come and gone. Or, a competitor might have been first
to market with a product fitting that concept.

Bul based on efficiencies derived from its platform
teams, Lear confidently predicted that it could go from con-
tract to product in just one vear. The claim was so ouira-
gaous that GM hesitated. So, Lear took a vigk and invested in
& physical prototype on its own. GM was so impressed, that
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it ywarded the lucrative contract to Lear. One year later, as
promised, the Express LT was in production.

Lear has achieved another sales team efficiency by limit-
ing iis customer base to fewer major customers rather than
many small-contract customers, This has allowed sales
teams to get very close lo their customers. "Qur tearns don'l
call on purchasers; they're linked to customer operations at
all levels,” the marketer notes. “We try to put a system in
place that creates continuous contact with customers.” In
fact, Lear often locates its sales offices in customers’ plants.
For example, the team that handles GM's Light track divi-
siom works at GM's truck operation campus. “We can't just
be there to give guotes and ask for orders,” says the market-
ing oxecutive. “We need to be involved with customers
every step of the way—from wehicle concept through
launch.”

THE TIDE SHIFTS FOR LEAR

Whereas the 19905 were golden years for Leur, numerous
factors combined to create & dismal situation as the new
millennium unfolded. Despite the fact that Leur captursd
2005 revenues of more than $17 billion, it posted a net loss
uf $1.3 billien. Almost half of that loss came in the fourth
gquarter alang. Tronieally, many of the factors responsible for
Lear’s eackier success may now be responsible for its current
downturm.

bor starters, gas prices went up. Alihough this was noth-
ing that Lear could have stopped, as gas prices have risen,
industry-wide vehicle sales have slowed. The bipgest casu-
alties have been SUVs and light trucks, models that litter
the praduct lines for the Big Three antomakers.
Additionally, the downturn tn SUV and truck sales has

- come at an inopportune time. The large American car com-
panies woere already losing market share to foreign competi-
tors in other categories as well. Whereas Lear's strategy of
limiting its customer base has allowed it to achieve cluse
customer relations, tough times for these large customers
are wreaking havoc on Lear's salss.

Lear's product diversification strategy, which has baen a
key to bullding customer relationships, is also contributing
to current losses, In 2005, the company spent a record $586
million on capital inveslments, in part to become a total
supplier for its largest customers. At the same time, how-
ever, these large customers have abandnned their sirategy of
sourcing all vehiele interior components te one supplier,

As of 2008, Lhings are looking betier for Lear, at least in
its seating and electronics segments. However, daspite
overall fivst-quarter profits of $17.9 million, Lear’s interior
systems business continues to hemorrhage monay, show-
ing a $59.5 million loss. Given that this division has been

its poorest performer for some time, Lear is considaring
the optian of selling the business and restructuring it on
its pwn.

Lear also has been struggling to absorb double-digit
increases in plastic resin prices and increases in other raw
enatecials, Feeling the pinch from its plastic suppliers, Lear
has attempted to work with custamers in arder to pass on
some of those costs. As a result, DaimlerChrysler ACG's
Chrysler Group sued the company, claiming thai Lear
threataned to stop shipping parts if Chrysler didn't comply.

Maintaining profitable relationships with large cus-
tomers takes much more than a nice smile and a firn hand-
shake. And certainly there’s no place for the “smoke and
mirrors” or “Himflam” sometimes mistakenly associated
with personal selling. Success in such a selling environ-
ment requires careful teamwork among well-trained, dedi.
cated sales professionals who are bent on profitably taking
care of their customers. But even as Lear has focused on
these principles, it has found that maintaining solid cus-
tomer relationships can at times be very difficult.

Guestions for Discossion

1. Classify Lear’s sales force structure. What role has this
strugture played in the company’s successes and failures?

%. What role does team selling play in Lear’s sales force
strategy? Should Lear make any changes to this strategy?

3. What imnplications would selling its interior sysiems
division have on Lear's sales foece and its ability to serve
its custurners? What du you recormnunend that Lear do?

4. Make other recommendations for how Lear can raverse
the difficulties that it now faces. How would you
implement each recommendation?
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