






















[bookmark: _GoBack]
image7.jpeg
end-user sales dollars Ay 1 let’s
e And let's recogniz
¢ these
| at year end gg well
Our incentive programs work. We know that I k
4l S0 e

[C\A

o producers each quarter ang

‘ \i"‘”‘i their appheation to new sy ts
“zm”\-. on a ‘hn'\‘l'k'lﬂ note, | -\”P]N‘N C\'t'lhl' shi
stas for our distributors. We haye quotas (1'\.“ o
ales foree, and we enforee them. AMs i

Jix

who do not

| ng. Why not

\ some of our SSg? WL‘ all
(now that there are some distributors who need to be
onlaced. Likewise, I have not made any Cost cs‘lim'ltc&

‘hing for new ideas

make quotas do not stay around very lo

e same procedures for

but feel that we are just searg

Griffith thanked Hart for her comments. He won
distribu-
He agreed with
ams seemed to be
r bu Cer techniques might
ot work. Griffith then asked Ryan Michaels for his

comments.

ered whether applying more pressure to (he

u

wors was the most suitable approach.

dart that WICS'S incentive progr
cerv popular but questioned if oth

> /
Ryan Michael’s Proposal
During his short time with WICS, Michaels has gained
respect as being very thorough and analytical. He is not
willing to accept as evidence such comments as “We
know it works™ as a reason for doing something. Deter-

mining the value of sales training, Michaels’s area of

assignment, has caused him considerable concern. He
knows 1t is useful, but how useful is the question he is
trving to answer. According to Michaels, WICS needs
to examine the basic selling duties of the area managers:

Before we recruit more AMs and SSDs, or try to
motivate them to obtain more new business with
incentive programs, we need to examine their job
activities. | favor doing a job analysis of the area
manager. Some evidence that I have seen indicates
that job descriptions are outmoded. AMs do not
perform the activities detailed in the job descriptions.
For example, most AMs spend very little time calling
on prospective end-users. Accompanying distributor
sales reps on daily calls does not lead to new end-pser
business. Possibly the AMs could better spend their
time doing new account development work: But
before we make any decisions concerning time allc?—
cation, we need to conduct a job analysis. And, while
We are collecting data, let’s ask the AMs what rewards
are important to them. How do they value promo- b
tions, pay increases, recognition, and so forth? Maybe

the AMs do not want more contests.
out of

i : it ere
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be concerned about in the short run, The idea of finding
out what rewards AMs value intrigued Griffith. Next,
(mfﬁ‘th asked Charlotte Webber for her reactions to
WICS'S market share problem.

Charlotte Webber’s Proposal

Webber’s proposal was more strategic in nature than
the previous suggestions. Her experience as a product
Manager led her to consider product-oriented solutions
and to suggest the following;:

[ think we can increase market share and sales volume
through the expansion of current lines and the addi-
tion of a full line of economy-based products. We

can expand our present premium and average lines to
cover 100 percent of the product class by adding air
fresheners and general purpose cleaners. In addition

we must introduce the economy-based products to
counter competition.

The proposed plan would not be costly because
we could use our existing distributor network. If
additional SSDs are necessary, we can select those

in the $500,000 to $1,000,000 sales volume range.

I feel that through these extensions and an increased

number of SSDs we can address 75 percent of the
SSD end-user dollars.

Griffith agreed that line extensions were a viable
means of achieving some corporate goals. He expressed
concern over entry into the low-quality segment of the
market due to WICS’s present customer perceptions of
the company as a high-quality producer. Griffith turned
to Caitlin Smith for additional suggestions on how to
increase market share.

Caitlin Smith’s Proposal

Smith’s proposal came as no surprise to those attend-
ing the meeting. Her position in sales analysis made
her critically aware of WICS’s high cost of sales. It
was only recently, however, that she developed a plan
incorporating market share and cost of sales. Her views
were accurate, but often given little weight due to her
inexperience. According to Smith,

Our costs of sales are currently running at 10 to

15 percent, while our competitors’ costs average 5 to
8 percent. As many of you know I am in favor of
changing the job description of the area manager and
the sales presentation. These changes are necessary due
to our products’ stage in the life cycle and customer
service level preferences. Recently I have become
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Case 6-2 below the volume expected by management. Although

: otal sale > has increased for the industry, WICS’s
Wentworth | total sales volume has increased ry,
ndu strial share of this growth has not kept pace. J. Randall Griffith,

Cleaning SU pplleS vice president of marketing, has been directed to deter-

mine what factors are stunting growth and to institute a
Wentworth Industrial Cleaning Supplies (WICS), located program that will facilitate further expansion.
in Lincoln, Nebraska, is experiencing a slowdown in WICS is a division of Wentworth International,
growth; sales of all WICS products have leveled off far ~ competing in the janitorial maintenance chemical
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476  Part Six

Comprehencive Caves

EXHIBIT 1

Lastitutional
Maintenance
Chemieal Market

Janitorial
maintenance
products

maintenance
products

market. According to trade association estimates, the
total market is roughly $2.5 billion in 2007. Exhibit 1
shows the nature of this market. Four segments com-
prise the institutional maintenance chemical market,
which consists of approximately 2,000 manufacturers
providing both national and private labels.

Total industry sales volume in dollars of janitorial
supplies is approximately $1.3 billion. Exhibit 2 shows
the breakdown by product type for the janitorial mar-
ket. WICS addresses 75 percent of the market’s product
needs with a line of high-quality products. The compo-
sition of WICS’s product line is as follows:

Special purpose cleaners 46%
Air fresheners 9
General purpose cleaners 16
Disinfectants 15
Other 14

The janitorial maintenance chemical market is
highly fragmented; no one firm, including WICS,
has more than 10 percent market share. Agate and
Marshfield Chemical sell directly to the end-user,
while Lynx, Lexington Labs, and WICS utilize a dis-
tributor network. Most of WICS’s competitors utj-
lize only one channel of distribution; only Organic

This case was written by Neil M. Ford, University of Wisconsin.
Madison. Joan Russler and Jeffrey Forbes, MBAs-Marketing,
University of Wisconsin-Madison, assisted in the preparation
of this case. Copyright © 2001 Neil M. Ford. Updated 2007

Industrial
maintenance
products

maintenance
products

“Sold by”
“Manufactured “Manufactured for”
by” “Distributed by”

Labs and Swanson sell both ways. Most private-
label products move through distributors. Sanitary
supply distributors (SSDs) deliver 65 percent of end-
user dollars, while direct-to-end-user dollar sales are
35 percent (Exhibit 3).* The following shows the sales
breakdown by target market by type of distribution:

Distributor Sales

Retail 20%
Industrial 18
Healthcare 18
Schools 11
Building supply contractors 10
Restaurants 3
Hotels 3
Other |7
Direct Sales

Retail 47%
Building supply contractors 35
Health care 15
Hotels 2
Restaurants 1

Trade association data plus information from othef
Sources estimate the number of SSDs to be betwee”

Includes pa

supplies, Per supply distributors that carry janitorial
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Less than $100,000 1,210
ST00,000- 499 900 2478
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Maore than $1.000.000 400
Total 5,500

According 0 a recent analysis of end-users, WICS
provides cleaning supplies for approximately 20,000
customers. WICSYS sales force is expected to call
on these accounts as well as prospects for new busi-
ness. These 20,000 end-users receive product from
the SSDs who supply cleaning supphies manufactured
by WICS and others as well. About one-third of the
average SSD' total sales is accounted for by WICS's
products. An exception is the paper supply distribu-
tor. where WICS'S products account for an average of
10 percent of sales.

The typical SSD carries other related items. In fact,
according to a survey conducted by an independent
firm, SSDs almost always carry a private-label line of
cleaning supplies plus one to two additional branded
products besides the WICS line. This survey revealed
that 60 percent of the SSDs carry a private-label line
along with WICS and a private label. The private label
may be a regional label or the SSD’s own label.

WICS places almost total reliance on selling
through the SSDs, although a small amount of sales
(less than 10 percent) are made direct. WICS sells
its janitorial maintenance products through roughly
400 distributors, who in turn “see” 65 percent of the
end-user dollar market. Thus, 65 percent of sales
in the total janitorial maintenance market are made
through SSDs (35 percent are direct sales); and the
400 SSDs used by WICS provided 65 percent cover-
age. The market seen by each distributor, referred to
as his or her window on the market, is a function of
the following:

Product lines carried (paper versus chemical).
Customer base (type and size),

Nature of business (specialization by market versus
specialization by sales function).

- The combination of these factors produces end-
- user market coverage of 42 percent (65 percent (js.
~ tributor sales X 65 percent coverage). WICS hag very
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EXHIBIT 4 WICS’s Access to the Marke
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To prm‘idc high distributor margins and extensiv
ales support, WICS charges premium prices. Recenet
sstimates reveal that only 40 percent of the served mar-
ket 1 willing to pay these premium prices. The impact
of WICS's limited product line coupled with its pre-
mium prices is evident in Exhibit 5.

An overall description of WICS’s marketing pro-
gram shows that it has focused on market devel-
opment. Distributors receive high margins (30 to
4( percent) and sales costs are high (10 to 15 percent)
due to emphasis on selling technical benefits, demon-
srations, and cold calls. Area managers call on pro-
spective end-users to develop the market for the SSD.
By comparison, WICS’s competitors offer SSDs low
margins (15 to 20 percent) and incur low sales costs
(5 to 8 percent).

Griffith recently received a memo from Steve
Shenken, WICS’s national sales manager, reporting on
a study of the effectiveness of SSDs. Territory man-
agers evaluated each SSD in their respective regions
on a basis of reach (advertising and promotional pro-
grams) and frequency of sales calls. The composite
report indicated distributors as a whole were doing
an excellent job servicing present accounts. In other

words, 400 SSDs provide WICS with a sizable share
of the market.
Area managers (AMs) represent WICS in distribu-

tor relations, The AMs’ “prime focus is o sell and ser-

Vice existing key end-user accounts and selected new

f the AMs’ time
old accounts,
ve distributors
However, the
has decreased

(Cgmp.ri.ses approximately 80 percent O
th:}:iblt 6). In addition to handling
‘i M makes cold calls on prOSPf?C"1
numgeCted by the territory managers-

er of cold calls made monthly

}»~-—-~ 40% —p

substantially in the past year since the major SSDs
now carry WICS products. A study of AM and S5D
attitudes, conducted by MGH Associates, management
consultants, is presented in Appendixes A and B. Some
qf the sales management staff question the use of AM
time; however, there has been no indication that for-
mal changes will be made in the future regarding sales
force organization and directives. The AM job descrip-
tion has seen few revisions, if any, during the firm’s
past 10 years of rapid growth (Exhibit 7).

Area managers are compensated with a straight
salary, enhanced periodically by various incen-
tive programs and performance bonuses. Incentive

EXHIBIT 6

Allocation of Area Manager Duties*

20%
Travel with
SSD personnel

40%

Assist SSD

personnel with
10% product demonstrations
Making cold and new product

calls on prospective introductions

end-users and
SSDs
10%
Administrative
affairs

20%
Train SSD

personnel on
selling and account
coverage methods

ysis of call reports.

*Based on an anal
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programs generally .require that AMs attain a certa;
gles level by 2 spemﬁed date. For example, the Cp, ain
;1135 program necessitated that AMg achieve fourrlts}::
quarter quotas by Nove.mber L5; on completion of thig
obiective; the AM rec.:e.lved a gift of his or her Eo.
quch as 2 color television. To date, management con-,
sders the Zone Glory Cup the most effective incen-
iive program. The Glory Cup is an annual competition
among areas within territories, which entails meeting
or exceeding sales objectives by a specified date. An
all-expense-paid vacation at a plush resort for area, ter-
ritory, and regional managers and their legal spouses is
the prize for the winning team. However, management
at WICS believes that prestige is the prime motivator
in this competition and the underlying reason for the
program’s SuUcCcess.

In a recent meeting, Terry Luther, executive vice
president of the WICS division of Wentworth Interna-
tional, expressed his concern to Griffith about WICS’s
mediocre performance. Luther indicated corporate
cash flow expectations from WICS were not being met

L R e it b 3 K

and that 3

how Wics could im
fo

In

plan was needed from Griffith concerning
prove its overall operating per-
rmanc.e_ Griffith was quite aware that Wentworth
ternational would make personnel changes to meet
Corporate objectives and that selling off divisions not
abl-e o meet corporate expectations was not unlikely.
Griffith informed Luther that an action plan would be
developed and be on his desk within 30 days.

Griffith’s first step was to approve an earlier request
made by Mike Toner, sales and distributor relations
manager, for a study of sales force and distributor
attitudes and opinions (Appendixes A and B). Next,
the memo in Exhibit 8 was sent, discussing Griffith’s
assignment from Luther.

Staff reaction to Griffith’s memo (Exhibit 8) was
one of frustration and anger. Several managers thought
they had already complied with Griffith’s request.
One person commented, “I’ve told Randy numerous
times what we need to do to turn the division around,
and all he does is nod his head. Why go through this
‘wheel-spinning’ exercise again?” Another said, “The
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R. listens to us is when the top brass
teans on him for results.” Despite staff reaction, the
meeting would be held, and everybody would have
suggestions for consideration.

To provide adequate time, Griffith scheduled an all-
day meeting to be held at Wentworth’s nearby lodge,
located on Lake Woebegone. Griffith started the meet-
ing by reviewing past performance. Next, he asked each
manager to outline his or her proposal. First to speak
was Steve Shenken, who indicated that Mike Toner
would present a proposal combining both of their ideas.
Shenken also said he would listen to all sales force
proposals and try to combine the best parts into an
overall plan.

Mike Toner’s Proposal

Toner’s proposal was rather basic. If Improving mar-
ket share was WICS’s objective, then more SSDs are
needed in all territories. According to Toner,

only time old 1

Each area manager serves, on the average, four SSDs.
Since we can only get so much business out of an
SSD, then to increase sales we need more SSDs. |
suggest that each area manager add two more distrib-
utors. Of course, this move will require that we either
add more area managers or that we hire and train a
special group to call on new end-users and new dis-
tributors. It’s difficult to attract new SSDs unless we
show them a group of prospective end-users who are
ready to buy WICS’s products. Now, I have not made
any estimates of how many more people are needed,
but we do know that present AMs do not have enough
time to adequately seek new business.

g 6 A R L o B LA gl AR GRS

After Toner presented this proposal. ( Grify
f the existing AMs could not be motiy, ated
more effort toward securing new businesg .
thought the AMs could do more and that he

if adopted, would alleviate the need for Exn
the AMs and SSDs.

Calla Hart’s Proposal

kY

As expected, Hart’s

proposal revolved argypg he
AR : I
extensive experience with WICS’s incentive

C progr. amg.

This satisfactory experience led Calla to suggest the

following:

If I thought that the AMs and the SSDs were working
at full capacity, I would not propose more incentive
programs. But they are not! We can motivate the AMs
to secure more new business, and we can get more
new business from our distributors. We all know tha
the SSDs are content to sit back and wait for the AMs
to hand them new business. Well, let’s make it worth-
while to the SSDs by including them in our incentive
programs. For the AMs I suggest that we provide
quarterly incentives much like our Christmas Pro-
gram. AMs who achieve their quotas by the 15th of
the second month of the quarter would receive a gift.
In addition, we need to develop a program for
recognizing new end-user sales. Paying bonuses
for obtaining new end-user accounts would be one
approach. For example, let’s reward the AM from
each territory who secures the highest percentage
increase in new end-user accounts. At the same time,





