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T Gses

Peggy Leisering, sales representative for Aquaflex Corpo-
ration, is calling on Mark Grassman, optometrist and
owner of Eyewear Professionals in Aspen, Colorado.
Peggy wants to convince Mark of the merits of carrying
extended-wear contact lenses in his store.

Peggy: Mark, I'd like to talk to you about our new
fine of extended-wear contact lenses. I'm sure you've
heard something about them.

Mark: Yes, | have. Only last week, | read an article in
Ophthalmologist’ Quarterly about some studies being

done and . ..

Peggy: Good! Then you know about some of the
advantages of extended-wear contact lenses for your
customers—the fact that they offer improved visual acu-
ity, fit, and durability.

Mark: Yes, fit certainly is important. | . . .

Pegay: Yes,. it is. And customers are really happy
abouttheir improved vision, if they are used to hard con-
tact lenses. Not only that—many people who were al-
ways afraid of contacts are now interested.

Mark: I'm sure that’s true.

Peggy: To make carrying our lenses attractive to you,
Aquaflex is offering some really competitive marketing
programs. We're ‘offering a consignment program with
built-in discounts to improve penetration among large-
volume practitioners who fit 10 or more pairs of

extended-wear lenses a month.

Mark: Consignment progr m?

Peggy: Yes, | knew you'd be excited about the pos-
sibilities. Additionally, Aquaflex has established a VIP pro-
gram for large purchasers of extended-wear contact
lenses. This program will really-save you money.

Mark: That sounds fine. Tell me, what experience have
other optometrists had with the extended-wear lenses?

Peggy: Just great! They're happy with the profit
margins and sales volume especially.

Mark: And their customers have had good experi-
ences with the lenses?

Peggy: Excellent reports, Can | put you down foran
order?

Mark: Well, I'm kind of busy today. Can you leave
some material that | can read and then get back to you?
Peggy: Sure, I've got some right here in my brief-
case. Can we set Up an appointment in the near future?
Mark: Well, I'd better call you. You know how busi-

ness is.

Questions
1. What evidence is there in the dialogue that Peggy
has much to learn about communication? s she a

good listener?
2. Rewrite the dialogue to show how you think Peggy

should have handled matters.

T ey —

James Grunloh, sales representative for Appleton Office
Supplies Company; has just entered the office of Bob
Croze, office manager for Old Orchard Candle Makers.
James, who has just graduated from college and begun
selling for Appleton, is dressed in a two-piece brown suit.
As James enters the office, Bob, a large man about 50
years old, sits behind a large wooden desk with his arms

and legs crossed.

James (crossing arms and legs, his voice increasing in
speed and pitch): I'm sorry to hear that. You should have
waited until we got here. Appleton’s prices have just
been lowered by 10 to 20 percent.

Bob (uncrossing arms and legs and stroking his chin):

They have? .

James (buttoning his coat and starting to rise): Well,
| guess it's too late if you've already placed the order. Next
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‘Beginning the Relationship~
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James (walking around Bob's desk to extend his time, give us a chance, will you?
hand): Good morning, Bob. it's a pleasure to meet you. As James leaves, Bob sits at his desk with his elbows a?:t;;-‘l;;rketing diei s
How are you today? propped on his desk and holds both hands together in allowances Eus\jog ?r_oﬂe"j[at'on
Bob: Fine, just fine. You're a little late. front of his mouth. : assurance dépénﬁactfﬁityw'th order)
James: Just five minutes. | got delayed at the bank. ] benefit discounts
Bob {rubbing his nose with his index finger and cross- Questions , candor discrete transaction
1. What mistakes in his own nonverbal behavior has cash discounts empathy

ing his arms and legs): Well, okay. What can | do for you?
James: I'm here to tell you about our new office
forms. | think you'll be quite pleased with them.
Bob: Before you go any further, let me tell you that
we've just placed an order with one of your competitors.

James made?
2. What nonverbal cues in Bob has James failed to

recognize?

C.B.D. {cash before delivery)

C.0.D. (cash on delivery)
competence

E.O.M. (end of month)
feature
F.O.B. destination
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164 Chapter 6

Aftef studying Chapter 6,
you will understand:

» The definition of relationship selling » The basic principles of relationship
selling

« Important elements of precgll
preparation with regard to industry,
company, product, customer, and

s Why it makes sense

s Differences between transactional
and relationship selling

+ How to create "value-added” competition

» Critical relationship variables « How to conduct a target market
« The process of relationship selling analysis

» Successful after-marketing

&

This chapter presents opportunities to integrate megterial'already covered and to
outline the future course of the text. Until now, the discussion ha.s centered on pre-
senting necessary background information for sa.l.eé representa.tlves. In the course
of the discussion, an approach to selling emphasizing 1.n.teract.10n, two-way com-
munication, and relationship-building has been implicit. With sufﬁc1enjc baclfu
ground material, it is now time to present a formal statement (?f the relatlﬁnshlp
philosophy of selling. This statement will compose the first portion of the c aptet,
and it is followed by a discussion of the first step in the process, precall preparation.

6-1 Definition of Relationship Selling

As we explained in Chapter 1, a new term has beer{ introduced into marketi{lg 1te1jm1-
nology, relationship marketing. Although some might argue that customer e atu;ns
and after-sale service have always been critical, there is a fr‘esh recognition of the value
of maintaining a long-term relationship or partnership w1th certain r;ustomerii
Though reaily an extension of the marketing concept (the basic idea isto ur}der§t2111
and solve a customer problem and you've already deepened. t.he relationship), it has
only recently become a driving marketing focus. The tra(:htlon'al focus hE-lS b::;tn a
transactional one, emphasizing getting the sale and mcl)stlj.r ignoring the per.lod fﬁ-
ward. The traditional assumption of the selling organization after the fsale is that the
product will not break down during the warranty perigd andl, hence, little follow‘—u‘p
will be needed. Although some after-sale communicat}on might have occurr.ed, 1ltl is
nothing compared to what is expected in relationship .management. Rzlatlﬁns ip
marketing goes further than sellers have ever gone to bind the buyer an seller to(;l
gether for the long term. In relationship management, buyer.and seller are not viewe
as opponents, but as partners. The payback? One study estimates that a decrease in
the customer defection rate by 5 percent can boost profits by 25 percent to 85 per-
cent.! Accordingly, relationship marketing is defined as

Long-term agreements betweeri buyers and sellers that red.uce conflict alnd promote
mutually beneficial ties between two firms. Using purchasing partners_h1ps, blfyers are
supposed to receive a continuous stream of quality pro’ducts and services, WI;-::IE
suppliers are assured of a significant portion of buyers orders. T‘he r.elatlons ip "
enables the partners to plan requirements on a mutually beneficial time schedule wit

mutually satisfactory pricing.®

Beginning the Relationship Selling Process

6-2 Comparing Transactional and Relationship Selling

Perhaps the best manner in which to explain this significant shift in thinking of cus-
tomer relationships is to contrast it with transactional marketing. Table 6-1 outlines
these differences. :

As indicated in Table 6-1, it is useful to think about possible marketing ap-
proaches or strategies along a marketing strategy continuum. Relationship market-
ing is placed at one end of the continuum. Here, the general focus is on building
relationships with customers (or other parties as well, although only customers are
discussed in this context). At the other end of the continuum is transaction mar-
keting, where the focus of marketing is on one transaction at a time. Transactional
marketing revolves around creating single transactions or exchanges at a time and
not around building long-term relationships.?

To draw a complete contrast, it is necessary to draw a distinction between trans-
actions (in particular, discrete transactions) and relational exchange:

-

Tablie61a Comparison of Transactional and Relationship

Selling
Strategic Element Transactions Relationships
Timing Short-term : Long-term
Dominant quality dimension Product quality Quality of interactions
Price elasticity More sensitive Less sensitive
Obligations Offers and claims regulated by Primarily promises between
law parties pius customs and laws
{i.e., self-regulation)
Expectations for association Little, uniess failure Any conflicts of interest balanced
: by trust and efforts at unity
Primary personal relations {i.e., Minimal Importanit personal, nonecanomic
social interaction and satisfaction derived
communication)
Cooperation Na joint efforts Joint efforts
Pianning No future anticipated Detailed planning for future
: exchange
Measurement of performance Little, if product works Significant attention to specifying,
quantifying, and measuring all
aspects of performance (including
service)
Power (imposing one’s will on May be exercised until Interdependence
others) abligations met
Division of benefits and burdens  Sharp division Likely to include some sharing
over time
Emphasis in selling process Closing Problem recognition
Personnel involvement . Marketers and buyers Integration of personnei from
many functional areas
Importance of internal marketing  Minimal Critical

Sources: Adapted from C. Gronroos, “The Marketing Strategy Continuum: Towards a Marketing Concept for the
1990s,” Management Decision, 1590, pp. 3, 9; Youngme Moon, Interactive Technology and Relationship Marketing
Strategies, Boston: Harvard Business School Publishing, 1999; F. Rabert Dwyer, Paul H. Schurr, and Sejo Oh,
"Developing Buyer-Seller Relationships,” Journal of Marketing, April 1987, pp. 11-27; Thomas Wotruba, “The
Evolution of Personal Seliing, " Journal of Personal Sefling and Sales Management, Summer 1991, pp. 1-12; B. A, Weitz
and K. D. Bradford, “Perscnal Selling and Sales Management; A Relationship Marketing Perspective,” fournal of the
Academy of Marketing Science, Vol. 27, No. 2, April 1999, pp. 241-254,
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166 Chapter 6 -

discrete transaction

Money on one side and aI}d an
easily measured commodity on
the other. No further
interactions between buyer and
seller are expected over time.

Discrete Transactions .
jon i i sil
The prototype of a discrete transaction 1s money on one side and and an easily
. 4
measured commodity on the other:

. it
Discreteness is the separating of a transaction from all else betwe‘en thf: p;;thpanrs
at the same time and before and after. Its [pure form], never achieved in ki e., ogcu

i e.
when there is nothing else between the parties, never h_as heen, and never will

Note that relational elements are explicitly excluded.'A one'-time purchﬁse of un-
branded gasoline out of town at an independent station paid for by cash approxi-

mates a discrete transaction.

Relational Exchange .
. . .
Discrete transactions are differentiated from rela}tlonal exchange along severilhne‘
mensions. Most irnpdrtant is the fact that relational exchange ocu..:u.rs :‘(Trfu ) re,
) . - i u .
i i in terms of its history and its anticipate
each transaction must be viewed in : e
The basis for future collaboration may be supp_o.rted by expectation aszu?;p;(;ivé
trust, and planning, Relational exchange part1c1pa1'1tfs can be ey;pecte o soc
’ i al, and noneconomic satisfactions and €nga
complex economic, personal, f e
i formance are relatively complica
exchange. Because duties and per . ‘
over angextended time period, the parties may ;:hrect much effort toward carefuuy
i i i f exchange.
defining and measuring the items of ex . _
Coisistent with the preceding discussion, another example fof a d’IS;:E
transaction would occur when a consumer might buy peaches ata arn%tlalr s nar
ket or a grocer may buy bags in quantity from any of severa}isourcesih reepls &
i id for with cash, and carted away. 1he
ucts can be easily evaluated, paid : -
prolonged negotiation, paying by cash ends the transaction, and mutual de
endence quickly ends.
’ Relational aspects begin to appear when the buyer. pays by check (;r the zz]:eiz
schedules delivery by next week. That is, dependence is extended, per orma ce &
less straightforwardly evaluated, uncertainty leads to .protracted (.:Ctrnn‘lurucad ex,
the beginnings of cooperative planning and anticipation of conﬂlc’E z:‘nseg an
pectations of trustworthiness may be implied by.personal' charact_erls i;:st iferen.
More extended relationships enable companies to design setvices tua i eren-
tiate their offerings and attract long-term customers. Banc!ag, which se Is trul;: -t
retreads to more than 5,009 dealer-installers, offers extensive exjcra services. Fo >
ample, it assists dealers in filing and collecting on warranty claims from n_mm:cl0 <
turers and will soon begin offering comprehensive ﬂeet—n?anagement ser;ncesl x
largest accounts. Bandag plans to embed computer chipsin thz iubber 2 itl:e::ng 1u_
i ire’ re and temperature and to coun
treaded tires to gauge each tire’s pressu >
tions. That information will enable the company not o'nly to tell eachbcluston::)r l‘; e
optimal time to retread each tire (thus reducTing downtime caused by blowou
it i i ’ tions. _
also to help it improve its fleet’s opera o .

Respecting the strategic elements in Table 6-1, timing differs dependmgf on whzrg
on the continuum a firm is. As transaction marketing means th_at t.he ﬁ;m (;lcustefr on
single exchanges or one transaction at a time, the time perspective 1 raft ]ier s fi.)rr;-1 h
unit of analysis'is a single market transaction. Profits are expected to follow fro o
day’s exchanges, although sometimes some long-term image develoPtrl?eélt O;C;rif n

i i i i ctive is much longer, as with Bandag.
relationship marketing the time perspe : .
imari t-term results. His or her objective is
marketer does not plan primarily for shor . ’ : . _
ate results in the long run through enduring and profitable relatlonshq}als with cus
tomers. In some cases, single exchanges may even be unprofitable as such.

Beginning the Relationship Selling Process

For a firm applying a relationship strategy, the traditional marketing mix often
becomes too restrictive. Many important custormer contacts from a marketing success
point of view are the ones outside the realm of the traditional marketing mix and mar-
keting specialists. The marketing impact of the customer’s contacts with people, tech-
nology, and operational systems and other nonmarketing functions materially
determines whether he or she (or the organizational buyer as a unit) will continue do-
ing business with a given firm. All these customer contacts are more or less interactive.
Relationship marketing and selling thus involves people who have dual responsibili-
ties. Their main duties are in operations or some other nonmarketing tasks, but they
also perform a crucial marketing task because of their vital customer contacts. They
have responsibilities as “part-time marketers.” This is the case, for example, in most in-
dustrial marketing and services marketing situations. A successful interactive market-
ing performance requires that all parts of the firm that are involved in taking care of
customers collaborate and support each other in order to provide customers with
good total perceived quality and service satisfaction. Thus, for a firm pursuing a rela-
tionship marketing strategy, the internal association between marketing, operations,
personnel, and other functions is of strategic importance to success. In relationship
marketing, interactive marketing becomes a critical part of the marketing function.?

Consequently, part-time marketers have to be prepared for their marketing
tasks. Internal marketing is needed to ensure the support of traditional nonmarket-
ing people. They have to be committed, prepared and informed, and motivated to
perform as part-time marketers. As Jan Carlzon of SAS noticed, “Only committed
and informed people perform.” This does not go for the back-office and frontline
employees only. It is, of coutrse, equally important that supervisors, middle-level, and
top-level managers be equally committed and prepared. The internal marketing con-
cept states that “the internal market of employees is best motivated for service mind-
edness and customer-oriented performance by an active, marketing-like approach,
where a variety of activities are used internally in an active, marketing-like and coor-
dinated way.” In transaction marketing, there is not much more than the core prod-
uct, and sometimes the image of the firm or its brands, which keeps the customer
attached to the seller. When a competitor introduces a similar product, which is quite
easily done in most markets today, advertising and image may help retain customers,
at least for some time, but price eventually becomes a critical issue. A firm that offers
a lower price or better terms is a dangerous competitor, because in transaction mar-
keting the price sensitivity of customers is often high. A firm pursuing a relationship
marketing strategy, on the other hand, has created more value for its customers than
what is provided by the core product alone. Such a firm develops over time more and
tighter ties with its customers. Such ties may, for example, be technological, knowledge-
related or information-related, or social in nature. If they are well handled, they pro-
vide customers with added value, something that is not provided by the core product
itself. Of course, price is not unimportant, but is often much less of an issue. Skillful
relationship marketing makes customers less price sensitive. '

A transactional marketing approach includes no or minimal customer contacts
outside the product and other marketing mix variables. The benefits.sought by the
customers are imbedded in the technical solution provided by the product. The
customer will not receive much else that will provide him with added value, other
than perhaps the corporate or brand image. Hence, the technical quality of the
product is the dominant quality-creating source in transaction marketing,

In relationship marketing, the situation is different. The customer interface is
broader and the firm has opportunities to provide its customers with added value
of various types (technological, information, knowledge, social, etc.). Hence, how
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the interaction process is perceived grows in impor’Fance. V\.’hen several ﬁ]:lns clz)ari
provide a similar technical quality, managing the‘mterac’uofl procelssesh‘ $0 ai_
comes imperative from a broader quality perspective. Thus, in relations (1ip E? -
keting, the perceived quality dimension grows 'beyond the d;:o.re 1pro ilie o
importance and often becomes dominating. Ir}stal-llng goo?ls, te 1.11c.a servt \ ]
vice on how to use a physical good or a service, ']ust-m-.tlme logistics, gus 1i)rnterf
adapted invoicing, technical know-how, information, social contacts, an hfa 0s dz_
other elements of bigger or smaller magnitude are ac'lded to the relatlor;s 1p1,1as ¢
scribed in Box 6-1, so that it becomes more att.ractnfe and plroﬁtable or the c?h;
tomer to engage in an on-going relationship with a gwer; partneih?:; e
marketplace. All such elements are different types of services. O. c.oursel, i o
riot mean that product technical quality can be neglectefi, .but it is no 1onger
only quality dimension to be considered as one of strategic nnpor:ca?c? —
. A typical way of monitoring customer satisfaction and success 15 to 10
ket share and to do ad hoc customer sa

tisfaction surveys. A stable or rising share of
the market is considered a measure of success and, indirectly, customer satlsfa-:’uon.f
When the customer base remains stable, market share is a good measurement o
satisfaction. However,

often one does not know whether it is truly stable or whether
the firm is Joosing a fair share ofits ¢

ustomers, which is replaced by new customers
through aggressive marketing. In such situations, just following market share sta-
tistics may easily give a false impression of success,

when in fact the number of un-
satisfied customers and ex-customers is growing and the image of the firm is
deteriorating.

For a consumer packaged-
a transaction marketing strategy,
ket success other than monitoring mar
marketers, on the other hand, that can more eas
strategy, have at least some kind of intimate inter :
customer, even if they serve mass markets. Thus,'customer satis pemor-
itored directly. A firm that applies a relationship-type strategy can mont 0: cr:n -
tomer satisfaction by directly managing its customer .base. Managing the 1;:us 0 "
base means that the firm has at least some kind of direct knowledge of l?w sii\ is-
fed its customers are. Instead of thinking in anonymous nu.mbers, or mar| ets ;.;t:;
management thinks in terms of people with personal reactions and op1n1fon:1.baCk
requires a means of gathering the various types of data about cus'tolmer ee ber;
which arrives every day; this data is collected by many employees in large num

tomer contacts. In combination with market share statistics, such an intelli-

of cus : _
gence system focusing on customer satisfaction and customer needs forms a valu

. : - King.
able source of information for decision making. ‘
Consequently, in a relationship marketing situation, the firm can build up an

online, real-time information system. This system will pr'ovide n"lanagemc?nt w];thua}[
continuously updated database of its customers and continuous 11‘1lrf1(.)1:ma‘uor;‘::\e ;)S .
the degree of satisfaction and dissatisfaction among customers. T ]1!(5 can se_tu oo
powerful management decision-making tool. In a t.ransactlo.n mar. etilng 31 : a11) o
it is impossible, or at least very difficult and expensive, to build up suc; a database.

goods marketing firm, which typically woqld apply
there are no ways of continuously measuring mar-
ket share. A service firm and many industrial
ily pursue a relationship marketing
action with almost every single
faction can be mon-

Beginning the Relationship Selling Process

Ten Ways to Augment the Product for Collaborative Relationships

* “Pull” promotional programs can be
directed at the customer firm’s
customers. This might involve trade
journal advertisements touting the value
of products made from or with the
suppliers firm’s components.

*  Warranty, maintenance, and repair
agreements can be offered to customer
firms to reduce the risk associated with
usage of a supplier’s products.

*  Cooperative advertising and prometional
allowances can serve the dual purposes of
enabling smaller customer firms to
advertise regularly and coordinating
customer and supplier market
communication efforts.

*  Joint sales calls can be utilized to assist
customer firms in developing new
markets, or to deal with probiem
accounts,

* Coordinated cost-reduction programs can
be implemented to dramatically pare the
customer firm’s real costs of doing
business. Joint material requirements
planning (MRP) systems, computer-to-
computer order entry systems, just-in-
time inventory programs, and statistical
process control are some examples.

*  Technical assistance can be provided to
augment customer firm’s technical
product and application knowledge.
Supplier firm technical and production
experts can make suggestions on how the
customer firm could gain cost savings
through substitute materials and
alternative production processes.

*  Logistics and delivery systems can be
used to create value. For instance, a
manufacturer of paint pigments in
“slurry form” rather than in “dry bag”
form created greater value for the
customer. This enabled customer firms
to reduce costs in the production
process because they no longer had to
emulsify the pigment before use. As a
side benefit, the nanufacturer was able
to gain logistical cost savings because
greater quantities of pigments were
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ordered at a time, and the slurry could
be delivered more economically.

Computer networking capabilities can be
used to troubleshoot customer
problems from a remote location. For
instance, a manufacturer of scientific
testing equipment uses its network to
solve custommer problems more quickly.
Data and computer software can be
downloaded from the equipment on-
site and transferred to the
manufacturer’s simulation computers
via telephone interlink. The supplier can
troubleshoot the software and make
cotrections in the case of problems. The .
corrected software can then be sent back
to the customer firm via telephone
interlink,

Shared expertise programs in which
information is more openly shared
between supplier and customer firms is
another option. In the marketing area,
one manufacturer of chemicals and
plastics not only shares information on
economniic trends with customer firms
but also performs market research
studies for those customers that lack in-
house research expertise. On the
technical side, one manufacturing
company has a “scientist exchange
program” in which its own scientists
spend time working in the research and
development labs of customer firms.

Value-enhancement and codesign
programs can be put in place to upgrade
the value of current customer firm
products as well as to jointly design new
products. Considerable value can be
added to the product offering at times
simply by a reallocation upstream of
processing and production functions. For
instance, many steel service centers now
perform the functions of stamping doors
and window panels for automakers,
resulting in a lower overall cost. The
assembly of electronic components into
modules or boards by electronic
component manufacturers is another
example of this process.

169

Source: “Ten Ways to Augment the Product for Collaborative Relationships” from “Partnering as a Focused Market Strategy” by
James C. Anderson and James A. Narus, Cafifornia Manrdagement Review, Spring 1991, pp. 95-113, Copyright @ 1991 by The
Regents of the University of California. Reprinted from the California Management Review, Vol. 33, No. 3. By permission of
The Regents,

6-3 Rationale for Relationship Marketing

One obvious question at this juncture is why the sudden interest in relationship mar-

is lifeti ifeti i tream of
keting? The answer is lifetime value. Lifetime value is the sum of the future s

earnings and other benefits attributable to all purchases and transactions with an
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Figure 6-1

Why Loyal Customers Are
More Profitable

Source; From “Why Some Customers
Are Mare Equal than Others” by
Rahut lacob, as appeared in Fortune
magazine, September 19, 1934,

p. 220. Copyright © 1994 Time, Inc.
All rights reserved. Used with
permission.

individual customer, discounted back to its present value. As illustrated i_anlgure 61;1,
the longer customers are retained by a company, the more proﬁtabl.e they ecome ec—1
cause of increased purchases, reduced operating costs, referr'r'lls,'prlce prerlmucllns, l?nh
reduced customer acquisition costs. To this can be added the insights plriowde , whic
may result in new capabilities that can be apphed. to other customers. i to an
As Figure 6-1 indicates, acquiring new sales is more expensive than sellingto a !
existing customer. In one survey, respondents reported that it took an avelrage 0
seven calls to close a first sale, compared with only three calls to close a sale to aI'::
existing account. By multiplying the difference of fourl sales calls b)f the averazlge cos
of a sales call {$250), we can see that it’s more than tw1ce'as expensive to lan a:ﬂ new
account than it is to penetrate an existing account. Spgc;ﬁcally, the cost of a sale to
a new account comes to $1,750 versus $750 for an existing one, a 235 percent pre-
mium on the cost of a new sale over one to an existing account. Morf:ox’rez,l survely
participants reported an average of only 17 percent.of’theu C(.Jr‘npan;::s sales vo -
ume coming from sales to new accounts. That figureisn't surprising when one cfont
siders that managers at most firms indicate that the margins accep‘ted to get a foo
in the door” are often lower than those for subsequenF sales, making neV?r—.accolunt
business the least profitable as well as the most expensive. Moreover, additiona re—.
search indicates that the average company loses: half its customers every five yearf:z
reducing customer defections by 5 percent can increase profits by 2‘5 f;od&kfa P}irfﬁn';
as many as 85 percent of customers who defect say .the'y were satis! lfl with e1_
current supplier; extremely satisfied customers are six times more likely t(l) rep};ﬁ
chase than those merely satisfied; anc}za satisfied customer will tell five people, while
issati stomer will tell nine. )
’ dlsg?;iieg—iualso portrays how consumers use the product or service slowly at
first, but as their satisfaction grows, so do their purchases and usage. Moreover, as
their purchases rise, operating costs decline. It costs‘ money to process nEw_ (313—
tomers, checking their credit and adding them to the corporate database. Existing
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customers, in contrast, are only added once. Also, as the seller gains experience with
its long-term customers, it can serve them better and more efficiently. Not only do
they buy more because of the seller’s superior knowledge of them, but they also
have fewer questions or problems. Yet a further benefit is the seller’s ability to charge
more for its products or services. Customers will pay more for a known quantity
than risk change to a cheaper but unknown competitor. If satisfied, happy cus-
tomers also do a lot of talking over the years, yielding many referrals.

Increased customer retention drives job satisfaction among the seller’s own em-
ployees (i.e., job pride), which leads to higher retention; longer employee tenure, in
turn, leads to higher productivity. The very idea of customer satisfaction helps align
employees behind a common goal that everyone can understand. One of the biggest
hurdles to building customer loyalty is the problem of employee turnover, but high
employee retention means a workforce that understands what customers need and
has higher productivity. Even in retailing, which typically pays front-line employees
minimum wage, companies are rethinking the practice. Home Depot, for example,
pays significantly more than the industry average and has been very successful with'
this approach as an essential element of its marketing strategy and well-publicized
success.** .

Other factors have also accelerated the trend toward relationship selling. Many
American firms are adopting Japanese practices such as just-in-time (JIT) inven-
tory handling. In contrast to the traditional American practice of competitive bid-
ding for large supply contracts, JIT calls for frequent deliveries with small lot sizes
synchronized with manufacturer production schedules. Often, deliveries are made
right from the truck or boxcar to the assembly line. In such a system, there is little
tolerance for defects, and closer ties between manufacturers and their suppliers is
the rule. The traditional adversarial relationship between supplier and customer
must be replaced by a partnership philosophy. It is not possible for the JIT pro-
ducer to work with multiple materials or parts suppliers; rather, one or a few sup-
pliers virtually integrate their own order systems with the production schedules of
the producer to make the requisite frequent deliveries of JIT, Producer and sup-
plier must have an intimate knowledge of the needs and capabilities of one an-
other. The salesperson has to manage the relationship of his or her company’s

design engineers, quality assurance engineers, and production personnel with
those of the buyer. Without backup stock to replace defective parts, there is little
room for error in JI'T; the supplier must approach near-perfect quality consis-
tently. This has often assumed more importance than price in the vendor selection
decision. '

As illustrated in Figure 6-2, the impact of JIT has been to drastically reduce the
number of suppliers with which companies do business. Companies around the
country are cutting back the number of suppliers they use by as much as 90 percent.
Motorola has cut its 10,000 company supplier base by 70 percent and is still slashing.
Xerox has reduced its supplier base to about 500 {from 5,000) and has seen its reject
rates on parts go down by a factor of thirteen. Companies are demanding higher lev-
els of service and product quality from the survivors, and they are willing to pay a
premium on the theory that getting things right initially is cheaper in the long run."*

Of course, another driving force between forming relationships has been glob-
alization. Recognizing the more rapid growth overseas, many companies have
found it less costly and more profitable to forge alliances with foreign partners. Be-
sides minimizing costly investments, foreign partners know their markets more in-
timately, reducing the risk for American companies.

just-in-time (JIT)
Frequent deliveries with small
lot sizes synchronized with

manufacturer produaction
schedules.
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Figure 6-2 _
Diminishing Suppliers
Source: John R. Emshwiller,
#suppliers Struggle to Improve
Quality As Big Firms Slash Their
vendor Rolls,” Walf Street Journal,
August 16, 1991, p. B1.
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6-‘4 A Theory of Relationship Selling

. . ¢
i i ici beople, maintain that selling canno
Some people, including many practicing salespeop o O eainte xperi-

' ri
be taught; it must be learned through ha_rd' work and ex]lpet ce. Certainly, expe
ce can teach much about selling, but it 1s not the only teacher,
en

ably the best.

6-4a Why a Theory of Selling .

Experience is a good teacher for salespeople, as longas a ﬁamﬁ:?;:rﬁzsd lzzese Eex_

vided against which to assess performance, Any salgspersoi}x: e ¢ the
lusively through observing others knows how d1fﬁcplt }s can be. Unless ihe

: ufiwety already knows what to look for, mere observation will provide ﬂ11m1 e L
;f)lig:tion. Fre}:quently, practicing salespeople themselves do not. knzlv:e 7 e rea

for their success, which of course makes it difficult to teacl}; axiygn; - %Or e

The need fora theory of seling s analogous 2 CERRE Lt o target but
i a

o ma{‘klng t'h? ﬁirg:ts'}i :r}:ii:lisﬁoﬁgrein erse. If a flag is raised after each shot, h(l)gd
e tho necess adiustments can be made and the score improvejd. Salespeople, ff
iﬁer’ t:llfoietzzsﬁd ; method of determining whether they have hit the targiztExi?CL
it iasrllfj:’és than p;:rfect, atheory or philosophy of selling gives sale.:sp:glt)llleoan t:.:g:l o
to aim and a means for assessing their performanc_e.. If thfhy mles;t with arouné_
determine what went wrong and adjust their technique the n

6-4b Principles of Relationship Selling

nti st be fol-
Relationship selling is not a series of mandatory sequential steps that mu

. . . al,
lowed religiously to final success. Rather, it is a philosophy of selling: a fundamen

i is i is an absence

comprehensive way of dealing with clients. This 1s not t;) say that ]’;hjeil:; ;; zslflhandﬁng
ics Wi i ip selling; to be sure, there are objection: dlin

rmal tactics with relationship se 8 ' nding
fc)(f(:i;?niques closing techniques, and the like. But the essence of relationship selling

i i 1 guide in all deal-
i hould internalize and use as a general guide I at fe2-
s Salesperso?aiignship selling includes the following basic principles:

ds and actions to
pter 5, the key is

ings with clients. As such,re

1. What does the sales rep have to do in terms of' speclﬁc gﬁ;
‘ establish a relationship with a client? As mentioned in
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7 a b | e 6-2 Building the Relationship: “The Five Trust-Builders”

Candor: (Words)

* Your presentations are balanced and fair (e.g., product limitations as well as advantages are

discussed).

* What you say agrees with what the buyer knows to be true.

* The proof you use to suppart your werds is credibie.

¢ Subseguent events prove your statements to be true.

Dependability: {Acticns)

* Youractions fulfill your prior (verbai) promises.

* Your action fits a pattern of prior dependable actions you have established.
* You refuse to promise what you can‘t deliver,

Competence: (Ability)

You display technical command of products and applications (i.e., you are accurate, compiete, and
objective).

You have the skill, knowledge, time, and resources to do what you promise and what the buyer
wants.

*  Your words and actions are consistent with a professional “image.”

Customer-Orientation: (Intent)

* You understand the buyer’s needs and place them on a par with your owp (and your organization’s).
* You give fair and balanced presentations {pros and cons) and clear statements of benefits,

* You advise rather than “sell.” (You won't push a product the buyer doesn’t need.)

Likability: (Personality)

* You make efficient use of the buyer’s time.

* You are courteous and polite.

* You and the buyer share and talk about areas of commonality: goals, interests, even comparable

intelligence. This extends to nonbusiness topics.

Note: There is an emotional component to likability that is difficult to define.

Source: From Journal of Personal Seliing and Sates Management, Vol. XII, No. 1 (Winter 1932): 62. Copyright @ 1992 by
Fi Sigma Epsilon. Reprinted with permission of M. E. Sharpe, inc. All rights reserved. Not for reproduction. :

trust. The fundamental reality in a relationship is that the client is dependent
on what the salesperson has said or promised. The buyer faces risk if what the
salesperson has said turns out to be false or what is promised is not delivered.
If a vendor has been selected as the sole supplier in a just-in-time
manufacturing role, failure of the supplies to arrive on time will result in
shutting down the production line, a very expensive proposition for both the
manufacturing organization in general and the decision maker(s) who
selected the vendor. Table 6-2 enumerates detailed techniques for eliciting
trust on the part of the buyer. They are: candor, dependability, competence,
a customer-orientation, and likability.'®

2. Relationship selling is participative. Many salespeople and their managers
view selling as a conflict between buyers and sellers, with salespeople using
superior strength and determination to impose their wills on their customers.
They see selling as a struggle that the salesperson must win. When salespeople
use this approach, it is no wonder that many customers become defensive and
refuse to buy, even if it is in their best interests.

Relationship selling sees the salesperson’s task as fundamentally
different. Psychology suggests that the greatest pressure for change comes
from within the individual. Once people recognize the existence of certain
needs, they begin to act to satisfy those needs. Until individuals have gained
insight into their needs and problems, even the most effective sales

candor

Your presentations are
balanced and fair {e.g., product
limitations as well as
advantages are discussed).

dependability
Your actions fulfill your prior
(verbal) promises.

competence

You display technical command
of products and applications
(i.e., you are accurate,
complete, and objective).

’:UEDEE

customer-orientation

You understand the buyer’s
needs and place them on a par
with your own (and your
organization’s).

likability

You and the buyer share and
talk about areas of
commonality—goals, interests,
even comparable intelligence;
this extends to nonbusiness
topics.
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presentation will fall on deaf ears. The salesperson W.'hO seeks 1o domin:flte
customers may find them so busy resisting domination t'hat they have little
time to think about their needs. So with relationship'se]lmg, the salesperson
encourages prospects to talk so they can uncover their own needs. Problems do
not get solved by salespeople; they are solved by the person who has the .
problem. The salesperson may support the prospect in ﬂ’ll‘s process by offering
encouragement and suggestions for solutions, but the l?a51c pressure for ch@ge
comes from within buyers themselves. A salesperson will have difficulty telling
customers to buy because of features and benefits, However, prospects who
have been helped to discover the features and benefits for themse%ves are mui:él
more likely to respond favorably. People like to buy; they do not like to be sold.
A participative approach to selling is advantageous fr(.)l'l.'l ano'ther
standpoint—that of attention. The more that people'part1c11?ate in the
communication process, the easier it is for them to be attentive. When you are
just listening to a speaker and have no opportunity to .respond, how lon.g is it
until your mind begins to wander? How often does this happen to you in
class, for example? o .
Relationship selling encourages active listening and questioning. Telling
prospects what they need doesn’t work; instfaad, prospects must be. .
encouraged to talk. The salesperson does th1§ through active listening. To '
discover a prospect’s needs, the salesperson listens carefully, makes a tentative
conclusion, and tests carefully with a question. Through nonverl.)al and. v§r.bal
feedback—positive, neutral, or negative—the salespersor} appraises an initial
conclusion and readjusts if necessary. In this manner, as imperfect as it may
ect needs are discovered. _
e I)ILO:IE’e traditional transaction-oriented approach to selling, Inl.lch effort is
expended on closing. In relationship sel]jng,. most _of tl}e sal.es c.a]l is spent
solving the customer’s problem, and only with active l.1sten1ng is there a
suspension of the salesperson’s own thoughts .anc_l feelings and complete
attention to the prospect’s. This means not thinking about what to say next but
attempting to understand the prospect’s needs, problfems, and emotions. ?
Which of the following responses by the salesperson illustrates active listening?

Prospect: What I really need is a way to reduce downtin}e due to equip-
ment breakdowns. You can’t imagine how many hours I've stayed late be-
cause of this. .
Salesperson: Yeah, I can understand that. Let’s see, uh, let me explain tjne
third feature of our product, its ease of operation. (I wonder if 1 can still
get lunch reservations at Le Bistro?)

or
“Could you tell me more about the sort of machine breakdowns you've had

that caused excessive downtime? What sort of design changes would you want
in a new machine?”

Prospects often are unaware or unsure of their needs. Wit}}out the aid .
of salespeople, how many life insurance buyers would be certain about their
insurance needs? How many homeowners would know, without help from a
salesperson, whether they needed 2 lawnmower wtith a rear bagger, 1
electronic ignition, and mulcher? Through tentative listening and carefu
questioning, the sales representative can determine buyer needs, help buyers
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recognize those needs, and crystallize the needs so that both salesperson
and prospect agree on them.

Different selling skills are emphasized in transaction (i.e., traditional)
versus relationship selling. In the traditional approach, salespeople are
expected to move and persuade the buyer. Hence, verbal skills are stressed. In
the relationship approach, salespeople are problem-solvers; listening and
analytical skills are preeminent.

Relationship selling is buyer-oriented. Interactive salespeople are people-
oriented rather than product-oriented, They recognize that people do not buy
the product for itself but for what it will do for them.

This means that the sales representative must translate product facts into
people benefits. Witness the following two exchanges between parent and

child, and see how the parent uses this principle in the second instance.
Exchange 1: '

Parent: Johnny, take this medicine. It will help your cold!
Johnny: No!

Exchange 2:

-

Parent: Johnny, take this medicine so your cold will go away, and you'll be
able to go back outside and play with your friends. ‘
Johnny: Okay. )

A buyer orientation implies that salespeople must be sensitive to buyer
behavior. They must be able to recognize prospects’ needs and demonstrate
how the product resolves these needs or problems.

Relationship selling is empathetic. A story about Ben Dufty, the legendary life
insurance salesperson, helps illustrate the meaning of empathy. As a young
sales representative, Ben made an appointment at a large company to discuss -
its insurance needs. As might be imagined, Ben was apprehensive the night
before the call, so he sat down and asked himself, “What questions would 1
have of any insurance agency before I hired them?” Responding to his own
question, Ben proceeded to write down the questions he would ask if he were
in the buyer’s position. The next day, Ben explained to the prospect’s
president what he had done the previous evening. As it turned out, the
president had prepared his own list, and, in comparing it with Ben’s, the two
men found few differences between the two lists. To make a long story short,
the net result for Ben was a $12 million contract.

As with Ben, relationship selling requires that salespeople go beyond merely
understanding customer needs and put themselves mentally in the customer’s
place. This projection will be evident in the salesperson’s manner and words,
something that cannot help but be noted by buyers, who will develop a feeling
that the salesperson understands them and their problems and cares for their
needs. To a great extent, people buy not so much because they understand the
product but because they feel understood by the salesperson. Empathy is not
without its costs to the salesperson, however. To develop empathy, salespeople
must agree to themselves, “I will never sell customers a product or service they
dor’t need.” This might cost a few sales in the short run, but the salesperson will
have more success in the long run and feel better about it. Sales representatives
are often afraid to ask for an order because they feel they are deceiving the
buyer. However, if they have contracted with themselves never to sell an
unneeded product, then they won’t experience this self-doubt.

s




176

Chapter 6

A story helps to illustrate this point. Julie Yunowich, a paper tissues sales
representative, called on a little grocery store in northern Michigan for the
first time and explained a promotional offer on tissue. The buyer ordered
twice as many rolls as Julie felt were needed, but rather than tell the buyer
outright that he was wrong, Julie placed the order for only half as many rolls.
When Julie made her second call, the buyer exclaimed, “I'm sure glad your
company shipped short on me. I'd never have sold what T ordered.” Julie then
explained what had really happened. As a result, competitive salespeople don't
receive the same treatment Julie does at that store—or the same amount of
business!

Relationship selling requires maturity. Salespeople must understand and
accept themselves. Whenever people become less concerned with themselves,
they become more concerned with others. Our ability to perceive is in inverse
proportion to how much we worry about ourselves. If we are unnecessarily
afraid, worried, anxious, or concerned about ourselves, we have little time to
perceive what is happening around us.

A mature approach to selling further requires an uncritical approach by
the salesperson. Most of us have a tendency to judge others from our point of
view rather than to try to understand them from theirs. Often this leads to
criticism, because from our perspective their decisions make little sense.
Likability is critical to the establishment of a relationship. This means being
courteous and polite (not dominating, as recommended in much classic
selling literature), making efficient use of the buyer’s time, and ascertaining
common ground. Research has demonstrated again and again that
commonality of interests facilitates communication and friendship. Be
personally interested in customers, not just as commodities or business
partners. Find out their hobbies and interests. The more you take an interest
in your customers, the more impressed they’ll be by your selflessness and

genuine caring. Advises one veteran sales rep:'®

To encourage a lasting, profitable relationship, 1 always strive to learn more about
my customers on a strictly personal level. With this in mind, I have found it
tremendously effective to ensure that at least every third phone call to my
accounts is not business related, but simply a call to see how the person—not the
account —is doing. Encourage your customers to talk about their families,
hobbies, and activities outside their office. Even the busiest buyer welcomes this
brief social call, and we both enjoy discovering each othet’s outside interests. An
unexpected benefit: a much greater percentage of my first phone calls are
accepted, virtually elininating unnecessary “phone tag”

Individuals among the partners may obviously develop strong personal
friendships that tend to hold the relationship together. Studies have
demonstrated that buyers and sellers who have strong personal relationships
are more commiited to maintaining the relationship. Social bonding is defined
as the degree of personal friendship and liking shared by buyer and seller.

The professional relationship salesperson will recognize these factors
crucial to a relationship and use them to select prospective partners, establish
the relationship, build upon it, and enhance it. In the long term, relationship
salespeople will satisfy themselves, both monetarily and personally, and their
companies; transactional salespeople will find it difficult just to “run in
place” They’ll always find themselves frenetically prospecting for new

accounts, engaged in threatening competition, and being stressed to meet the
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needs of ever more demanding accounts. To secure the benefits of long-term
customer relationships, sales reps develop the relationship intelligentt ;
mal'tmg use of the critical relationship variables. >
Deliver impeccable service and resolve problems quickly. Use problems as an
opportunity to demonstrate your company’s customer service talents
Problems separate good companies from great ones, not just by the .
1nfr§i1uency of mistakes, but response time and attention to resolving
g;gblzissgfuzgirgsszszilc;;on. Has your company set up systems to correct
Ask for feedback on service. Let your customers tell you how your service
measures up and where you need to improve. Oftentimes, your employer will
do this; if not, make sure that you do. , P
G.o out of your way to provide good service. “It was a cold, icy, Januar

morning when a customer called our office in a panic,” recalls Da\:{d ’
Lubetkin, president of Industrial Edge USA, an apartment house supplier in
Org‘nge, New Jersey. “He urgently needed 60 pounds of rock salt to be
delivered to‘ one of the properties his company manages—100 miles away in
Pennsylvania. We had a good supply of salt, but our trucks were already on
the road. None were due back before 8 or 9 pM.” So Lubetkin and compan
CEO St‘ephen Weintraub rented a truck and made the delivery themsellefes ’
Averagl_ng 20 miles per hour through the ice and snow, a tyi)ical 1% hour cirive
turned into a 44 hour icy crawl. They dropped off the salt and drove back for
an even longer ride. The two executives left their office at 11:30 A.M., and |
didn’t return until 10 pm."” o

Real 'relationship selling means delivering more than what’s been promised;

that is, value-added is part of that relationship, For Jeff Multz, director of ’ @D -
sales‘and marketing at Firstwave Technologies, Inc., a web-ba;ed custbmer

relatlgnship management firm in Atlanta, hanging onto customers is simple '

even in the notoriously saturated customer relationship m;magement ( CII{’M,)

market. “It’s so basic, it’s scary,” he says. “We find out what our customers’

needs and. wants are, and then we overdeliver.” At Firstwave, overdelivering on

a deal typically means doing small but meaningful favors, such as issuin :

software upgrades to existing clients before they are requested or fulﬁllir{l;

orders earlier than expected. Multz also pushes salespeople to heavily resegarch

customer needs, document what they find, and use that. information to

manage a long-lasting relationship with the client. “Customers rarely see

delivery in abundance because we all seem to live in a land of medio}::rit "

Multz says. “To keep our customers, they need to feel like théy’re gettingy;l

$1.50 back for every dollar they spend.” For Multz’s sales force, giving back

more means going beyond expectations, like promising product delivery in a

mon)th and 'then sending it in a week, for example. “Our reps understand that

they’re not in sales—they’re in service,” he says, “They can’t push to sell now

They have to create relationships instead”"® At Toll Company in Minnea olis

Tony Litwinchuk oversees 12 salespeople who sell oxygen, nitrogen, and o

argon, the kinds of compressed gases that stock hospital intensive c’are units

and power steel cutters. “If we go ahead and just sell our commodify then the

competition will come in with the lowest price and just eat us up,” Li)twinchuk

says. .That’s why in addition to selling pressurized air, Litvirinchuk”s reps focus

heavily on customer care, teaching clients about new é‘pplications for the

products and sometimes referring customers to technical service agents wh

they have more complex problems.'* ( 'g -
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The points mentioned here describe the philosophy of in.teractivej‘ selling. La‘Fer,
this philosophy will be described in more detail with suggestions for implementing
it at each stage of the selling process.

6-5 Precall Preparation

In Chapter 1, “The Role of Personal Selling,” we outlined the seven steps in the sill:
ing process: preparation, prospecting_, approach, p.roblem reu?ogmu;)lr(li, preseél :]1
tion, handling objections, and closing. Son'{e might quesFlon. mak n% prec |
preparation the first step in selling, but the fact is that preparation is criica to comal
munication. Interactive selling requires the salesperson to have some prior gener
understanding of the prospect’s potentiall n.eeds and problems. Omer;»j;;le, l(?[rglu:
lating questions to determine specific iI}dmdual needs becqmes very difficult. lfrfn
call preparation also assists in developing empathy. Effectively putting onese

the customer’s place requires in-depth knowledge about industry, company, prod-

uct, and competition. Often salespeople are astonished when tl_1e prospect r'efuseis‘;f
to buy following what they consider to have beein an .o.utstandlmg preselr]thathn.
they were able to put themselves in the customer’s position (wh;ch preca prepara‘;
tion helps them to do), they would better understand the reaction and be prepare
eW.
° ]m;’grlenc:lll1 preparation is important from another standpqinjE. It allows the ;.e;ile:;s1
representative to present a more credible image. We stated earlier that tru’st (w dc
is the foundation of customer relationships) depends on the_ s'alesperson S (ilan or,f
dependability, competence, customer-orientation, and 111.{ab111ty. The lastdt ree 3
these especially relate to precall preparation, Demonstrating cc?mp.etence jzll;iafn $
technical command of products and applications, much.of which is learne efore
the call ever takes place, With today’s increasingly tec}:lnlcal produc?,ts and ls.erv%ces,
sales reps are unlikely to pick up knowledge “op tl"le .ﬂy. Sure, observing a;;p 1cleit10ns
is important, but there is no substitute for disciplined study. Sglespeo;i le wdo ;ﬁe
knowledgeable will always have the advantage, because they will be believed. : ei
salesperson who fails to prepare will make few sales..For faxample, how do you fee
about retail sales clerks who know little about the 51?1t, shirt, or'blouse they are try-
ing to sell you? The conclusion is evident: There.ls no §ubst1tute for co':)mpeFent
product knowledge. Another aspect of trust—b11‘11d1ng- is cpstomer-onenta?on.
Again, precall preparation is essential here. Ev<_=.n w1th.an identical product,.app ﬁc;;
tion by industry and customer can be dramatical'ly dlfferen:c. The manner in w 11
a computer is used in manufacturing—forecasting, Tnatena}s requlrem‘eilt.s plan-
ning; inventory control—is entirely different from its use in a ﬁnanlclla 1E51§1tu—
tion—tracking checks, savings accounts, loans, or trust accounts. Even though he c1>£
she might know the equipment, the sales rep well versed in manujfacturlng wou
have a difficult, if not impossible, time conversing with a customer ina ﬁna!.naal in-
stitution. As respects likability, an important aspect is commonality of interests,
both business and nonbusiness. Harvey McKay, owner of McKay Envelope and au-
thor of Swim with the Sharks Without Being Eaten Alive: Ogtsell, Outman.qge,. Ou.t—
motivate, and Outnegotiate Your Competition, insists that ‘hls salespeople maintain
66 items of information on each client, including e'ducatlor{al background, c.arclafr
history, family, special interests, and lifestyle (inc‘;‘ludmg vaf,:atlon hab1tsi). Why is ;c is
important? To establish a relationship! To say, “We care!” For example, respecting
vacation habits, what is going to be the reaction of the outdoors lover who recg;ges
a book of photographs of Yosemite by the famous photographer Ansel Adams?

Beginning the Relationship Selling Process

6-5a Know Your Industry

The more that salespeople know about the industry they serve, the better their
position to serve customers. Customers view a good sales representative as a
source of valuable sales information, because they are often too busy to keep
abreast of changes themselves. Without pharmaceutical detail people, how would
doctors find time to learn about new drugs and new techniques? Without the
computer sales representative, how would users learn about the availability of
new hardware and software? To accomplish this, salespeople must have an inten-
sive knowledge of their industry. This requires knowledge of all the forces that
may affect it—legal constraints, technology, customs, attitudes, and economic
conditions and expectations. For example, knowing that the government requires
automobiles to meet certain minimum mileage standards will help the aluminum
salesperson convince auto manufacturers to use more aluminum than steel in the
assembly process, because the weight saved will assist in meeting these standards.
An understanding that supermarkets are losing business to fast-food chains will
assist trade sales representatives seeking shelf space for their gourmet, mi-

crowaveable pasta dishes, ready to eat within minutes. As fast-food restaurants

draw people away from cooking at home (and buying at the supermarket), smart

salespeople will persuade grocery store managers that stocking such products will

bring in traffic that might otherwise be lost to eating out. The greater their in-
dustry understanding, the more these sales representatives will be seen as con-
sultants by customers.

Industry knowledge is valuable in another respect. Unless the sales represen-
tative works for a large company with a wide product line, it is usually impossible
to be competitive with all customers. The needs of the mass market are so diverse
that no one product or service will appeal to all parties. Seven Up does not try to
do head-on battle with the leading cola brands; it seeks buyers among those who
desire a noncola soft drink. Apple Computer does not attempt to compete for the
Windows-based PC market; it concentrates on a graphics and multimedia niche.
While such firms as Canon, Sharp, and Ricoh battle it out in the low-end fax ma-
chine market; Pitney-Bowes found a profitable niche among corporate clients for
higher-end fax machines. In contrast to cheap faxes, Pitney-Bowes integrated fax
equipment with other office technologies, such as computer networking and voice
processing. Then it developed features that permit users to store up to 1,200 pages
of text and 1,000 telephone numbers in the fax machine, giving customers the ca-
pability to send time-sensitive information whether it’s short items, such as in-
ventory and shipping data, or long text, such as technical reports.”! The managers
of ScrubaDub, a small family-owned chain of car washes in the Boston area,
sought to determine its target market. Upon reflection, they decided their target
market was upscale ($85,000 annual income), lived close to one of their outlets
(within 3 miles), and owned new cars (3 years or newer). By redesigning their

business to provide precisely what this target segment wanted—personalized serv-
ice, guarantees, an attractive environment—ScrubaDub has grown to become one
of the top 20 car-wash operations in the United States.?? Smart sales representa-
tives, like those for Pitney-Bowes, will take the time to sit down and analyze which
of their potential customers are most likely to buy. There is no sense wasting time
on prospects who have little interest in the salesperson’s products. Professional
salespeople will identify a target market or group of customers with a set of char-

acteristics that makes them especially likely to buy the salesperson’s product or
service, ' '

Eﬁ;dDEEI
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6-5b Know Your Company

When competing products and services are just abou't equal, often the salesperson
with the most knowledge about his or her company is the one who gets.tbe ordfer.
By knowing the special credit terms, shipping proceflures, and merchandising assis-
tance his or her company provides, this salesperson is able to oiffer a total package of
greater value than that of a competitor with an essentially equwalenjc prodpct.

It is also true that many times customers do not have t}'1e expertise to judge the
quality of a product directly. In these instances, the reputation of the manufacturer
may be the critical factor in the sale. In the ﬁna.ncml industry, for examplef CO?_
paring the quality of various funds may be so difficult that buyers base their ulti-
mate decision on the vendor’s reputation. o .

Company reputation is not the sole factor in every buying situation, but its im-
portance is not to be ignored. Sales representatives should take care to study their

company’s history, finances, policies, and procedures.

Company History

Past performance is valuable in promoting a cr_edible image of the company. If ’Ehe
company is the first to introduce a product or is the largest manu.fac’furer in an in-
dustry, these facts should be presented to prospects because thf:y 1nd.1cate expertise
and quality. Being able to present along and stable company history is another way
of demonstrating quality. Successful case histories are also important to relate. If a
computer vendor has successfully designed and impl‘emen.ted a reﬁervatlons system
for a major airline, salespeople should be sure to point this out to prospects.

Company Finances N
The financial strength of a company can be important to the l?uying <‘iec151on. Or-
ganizations of questionable financial strength may.fall, leav1pg their customers
without a dependable source of supply. However, with financially strong compa-
nies-—ones with a sound balance sheet and income statement or record of growth
in the value of company stock—customers need not worry.

Company Management

One sales manager tells the story of how he lost a sale as a young sales represen‘ta-
tive by not knowing his company’s top management. Ca}hng on alarge ba{‘l—bearmg
manufacturer, he was greeted by the company vice presldent3 who asked, What do
you think about the news? Do you know Red at all?” No.t ‘w15h11.1g lo appear igno-
rant, he feigned knowledge. Upon being pressed for add1t19nal information, how-
ever, he was finally forced to admit his ignorance of Red. As it turned out, Red,' who
was an old college buddy of the manufacturer, had recently been nar%led president
of the salesperson’s company. Needless to say, no order was forthcoming. Although
such a scenario is unlikely to transpire often, salespeople shoulld be aware of t%le top
executives in their organizations and the reasons for their }llavn'lg attained their suc-
cess. An industry leader, a top research person, or a ﬁnanc1f'ﬂ wizard can greatly im-
press a customer. A well-known company president like Bill Gates cannot help but
impress potential Microsoft customers.

Company Size '
The advantages enjoyed by a large manufacturer are fa.irly obvious—economies of
scale, buying power, ability to work on a smaller margin, and.solforth. In contrast,
some customers may prefer to deal with smaller concerns, believing that their busi-
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ness will be unimportant to big companies. The salesperson can point out that a
small company can bring more personal attention to each order and can specialize
in areas where it is most expert. A. Schulman, Inc., a maker of plastics used in such
diverse products as furniture, moldings, and auto dashboards, is small compared to
industry leaders Dow Chemical, Monsanto, Quantum, and BASF. Yet, Schulman has
made its smallness a virtue. For example, Schulman can still fill rush orders by
scheduling special weekend production runs, something impossible for its giant ri-
vals. By touting this feature as a unique benefit, the sales force avoids head-on con-
flicts with stronger competitors and competes on quality, not price. Schulman also
aims at smaller organizations neglected by market leaders.??

Company Policies and Procedures

Hearing a salesperson admit ignorance of company policies and procedures is un-
likely to build a customer’s trust in the salesperson. It is an even greater sin for a
salesperson to promise performance and delivery, only to discover later that the
promise cannot be met. So salespeople are well advised to learn policies and proce-
dures regarding prices, discounts, credit terms, delivery, and related matters.

The basis for most company price quotations is list price, the rate usually cited
to customers. However, as with the sticker price on cars, buyers may not pay the
list price. o _

In many instances, discounts and allowances reduce list prices. These deduc-
tions typically are offered when buyers have performed an activity of value to the
seller. Discounts can be classified as cash, quantity, or trade discounts. Cash dis-
counts are the reductions in price that are provided to buyers for early payment of
their bills. Cash discounts usually specify a time period during which the discount
can be obtained. A typical cash discount might be “2/10, net 30, indicating the
buyer can subtract 2 percent from the bill for payment within 10 days. Otherwise, -
payment of the full amount is due within 30 days. If the list price was $500, for ex-
ample, and the purchase was made October 1, then $490 would be due the seller at
any time up to October 10. Payment any later would require a check for $500. Trade
discounts are deductions from list price offered to members of the channel of dis-
tribution. Manufacturers, for example, may offer retailers a trade discount of 40
percent from the list price, and if they further wish to encourage activities by whole-
salers, an additional discount of 10 percent may be granted. In the latter instance,
wholesalers pass the 40 percent discount on to their customers. (retailers) and keep
the additional 10 percent as payment for services such as storage and transporta-
tion. The theory behind trade discounts is that they reward intermediaries for ac-
tivities that otherwise would have to be performed by the manufacturer, Quantity
discounts are reductions granted for purchasing in large amounts. They may be ei-
ther noncumulative or cumulative. Noncumulative quantity discounts are one-time
discounts offered for buying in volume. Cumulative quantity discounts are reduc-
tions offered over a longer period of time, ' ' :

Allowances are similar to discounts in that they are deductions from the list
price. Advertising allowances are provided by the manufacturer to encourage re-
tailers to promote the manufacturer’s goods through local advertising. The manu-
facturer designs the advertising program, establishes rules and controls, prepares
the ads, and encourages retailers to use them. The typical arrangement for sharing
costs of the advertising program is for manufacturer and retailer to split the costs
equally. Proof of performance is required before payment; the proof commonly
consists of a tear sheet of the retail advertisement showing the manufacturer’s prod-
uct, or a radio or television affidavit certifying the advertising was done.

list price
Rate usually cited to customers.

discounts

Reductions in list price for
paying in cash, for services
rendered as a member in the
channel of distribution, or
buying in quantity.

allowances

Sirnilar to discounts in that
they are deductions from the
list price. For example,
advertising allowances are
provided by the manufacturer
to encourage retailers to
promote the manufacturer’s
goods through local
advertising.

cash discounts

The reductions in price that are
provided to buyers for early
payment of their bills.

trade discounts
Deductions from list price
offered to members of the
channel of distribution.

quantity discounts
Reductions granted for
purchasing in large amounts;
may be either noncurnulative
or cumulative, Noncumulative
quantity discounts are one-
time discounts offered for
buying in volume. Cumulative
quantity discounts are
reductions offered over a
longer period of time.
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EO.B.plant (or FO.B. origin)
The buyer must pay for all the
freight charges.

E.O.B. destination

The buyer pays no
transportation charges
whatsoever; the seller pays for

everything.

C.0.D. (cash on delivery)
Probably the most common
credit term.

C.W.0. (cash with order)
A credit term.

C.B.D. (cash before delivery)
A credit term.

E.O.M. (end of month)
Regardiess of the time during
the month when the purchase
is made, the credit period

under E.O.M. terms will not

begin until the end of the
month.

The seller has several alternatives in handling transporiation ch.ar.ges. FOB
(free on board) pricing is fairly common. E.O.B. plant (or E.O.B. origin} ;I:]rllc?ng
means that the buyer must pay for all the freight charges. .The seller pays only for
costs associated with loading the shipment aboard the carrier selected by the bu);;r.
Legal title and responsibility pass to the buyer once the goods are loaded on the
CarrlFe.E).B. destination means that the buyer pays noltransportation charges what-
soever; the seller pays for everything. The seller permits the buyer to subltract't;'lanlj-
portation expenses from the bill. The amount crechted.the buyer varies with the
freight charges. This method of handling transportation charges is sometimes

d freight absorption. . _
CaHeCrJZ’dif terms viry widely by industry, by company, an.d by the financial condi-
tion of the buyer. Still, some common policies can be indicated. When a sales reg-
resentative sells to a customer with questionable finances, certain terms may be
quoted. C.0.D. (cash on delivery) is probably the most common, althoug'h C.W.0.
(cash with order) and C.B.D. (cash before delivery) are some_tlnlles required.

Dating programs are commonly employed to encourage bus%ness. They reprel-l

sent extensions of the time when payment is due and als.o the period when the cas
discount is available. One common dating program is E.O.M. (end. of mon&)
terms. Regardless of the time during the mor}th Wh.en the purchase is madi,f the
credit period under E.O.M. terms will not begin until the end of the ‘I‘nonth. e
customer were to make purchases on October 9, 12, and 23, under “2/10, net 30,
E.O.M? terms, the cash discount would be good until November }0 for all of Oc-
tober’s purchases, and the net amount would not become due until November 30.
In certain businesses, the extension of terms may stretch to several months. Orders
placed in January may not be billed until May or June. Such terms help generate or-
ders during seasons of slow demand. N ‘

Another area of company knowledge that pays dividends for the salesperson is
order processing. The more that salespeople know about Rrocedures here'iltge _less
likely they will be to promise something that cannot be delivered. They will be n 3

position to discuss realistically with the customer what can and cannot be: donean
why. In any situation, they will know what options and changes are posmblg‘.

6-5¢ Know Your Product
There is no substitute for product knowledge. Some salespe(.)ple reputedly have
enough natural ability to sell an icebox to an Eskimo, though_, in truth, Izllost sales-
people require product expertise to be successful. How canan 111'51'1rance salesperson
succeed without in-depth knowledge of term and whole 11fc? policies and various 'atill—
nuity plans? How can the pharmaceutical salesperson detail a drug to dOc‘:tors f}m ;
out knowing what the drug will do, what it will not do., and any p.osmbl.e side effects?
Customers rely on salespeople to supply informatl(.)n for their buymg dec1sg3ns.
If salespeople are unable to provide adequate in‘formatlor}, customers will buy u:)n;1
the competition. Salespeople should set up their own training programi, compose
of the following steps:

1. Read all company product literature and attend all the company-sponsored
training programs they can.

2. If they sell many products, pick one product each day to learn as much about
as they can and try selling it. ’ ,

3. Whenythey have acquired a basic knowledge of their company's products, they
should start comparing them with those of competitors. In most sales calls,
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reps need not only extensive knowledge of their own line but also enough
knowledge to defend their line against the competition’s.

4. Seck out accounts where their product (or even a competitor’s) is used. Talk
to users to gain insight into important features that they should emphasize in
their sales calls,

5. Take atour of their company’s plant to see how the product is made. Reps
typically will be surprised at how much care goes into the product’s
production, and their enthusiasm will carry over into sales calls,

6. If possible, they should use the product themselves or give it to a friend for
trial. (Obviously, not all products lend themselves to this step.)

Product knowledge has additional benefits. Expertise manifests itself in the in-
terview. The knowledgeable sales representative is perceived as believable, a person
on whom the customer can rely on with few doubts. From the salesperson’s stand-
point, product knowledge inspires confidence and enthusiasm. If salespeople are
convinced of the product’s merits, they will be enthusiastic about it. Enthusiasm is
infectious; if the sales representative has it, the customer is likely to catch it, too.

Product knowledge is not just a matter of being able to enumerate technical de-
tails. The sales representative must be able to relate product features to customer
needs. Much criticism of salespeople centers around their failure to determine cus-
tomers’ needs and problems, when, after all, the real reason people buy is to fulfill a
need and solve a problem.

It is critical that salespeople make a distinction between features and benefits.
A feature of a product or service is any fact about it that will be true, whether or
not that product or service is ever bought and used. The feature may be tangible,
such as part of the physical makeup of the product itself. Important features of an

automobile, for example, might include air-conditioning, front-wheel drive, and y

disc brakes. Features may also be intangible. Service, delivery, and price represent
important intangible features. A benefit is how the feature helps satisfy a need or
problem for the customer. A feature describes the product; a benefit relates it to
the user. It tells the customer “What’s in it for me?” Millions of paper clips will be
sold this year, but people don’t want to buy paper clips. What they want to do is
hold paper together. Actually, they don’t even want to hold paper together as
much as they want to avoid the problems that would arise if they didr’t hold pa-
pers together. The 15.1 cubic feet of trunk space in a new car means nothing un-
less that car salesperson translates this feature into the capacity for two 2-suiter
suitcases, three garment bags, and a set of golf clubs. Unless features have been re-
lated to user needs, no benefit has been demonstrated. The customer isn’t espe-
cially interested in the speed of a drill; he or she is interested in its ability to help
build something, or as one salesperson put it, “The customer isn’t interested in
the drill; they want the hole it will make.” Citing a bicycle’s 10 speeds means little

until it is explained that climbing a hill, going down a hill, or just pedaling on a
flat road can be done with a minimum of effort and maximum safety. People

don’t buy life jackets; they buy safety. Professional salespeople don’t sell dia-
monds; they sell love and romance. : .

A story told by a veteran salesperson about an event in his youth illustrates the
important difference between features and benefits. Working in a department store,
he was faced with selling a truckload of folding aluminum chairs with plastic web-
bing that no one seemed particularly interested in buying. While the young sales-
person was marking down their price, his father happened by and remarked, “T’ve
got a chair just like those. Makes a great seat when you're fishing from a muddy

feature

Any fact about a product or
service that will be irue,
whether or not it is ever bought
and used; may be tangible or
intangible.

benefit

How the feature helps satisfy a
need or problem for the
customer; relates a benefit to
the user,




184

Chapter 6

creek bank” Knowing the numbers of retired and semiretired people in town who
fished, the salesperson, filled with inspiration, pulled more of the chairs from the
warehouse, mass displayed them, and attached a sign: Fishing Chair—$6.95. In two
days, they were sold out—at the regular undiscounted price.

Of course, determining benefits presumes that product features have alr'eady
been identified. Although most companies provide much information, there is no
guarantee that it will necessarily be complete or even relevant to each and every cus-
tomer’s needs. To identify relevant features, salespeople may wish to ask themselves
the following questions:

1. What led to the development of the product? Knowing why the product was
introduced will reveal much about important features. Automated teller
machines (ATMs), for example, were developed because bank patrons wanted
to complete their banking activities as quickly as possible. The sales
representative should recognize this need for the product and concentrate on
features that facilitate this overriding customer desire. The speed of the
system and the ability to bank wherever the ATM sits (be‘: it on bank premises
or in a grocery store) are critical features. Knowing that jogging shc.)es were
designed to minimize stress on the runner’s feet tells muf:h a'bout significant
product features. In this light, wide heels and extra padding in the soles
become significant product features.

2. Of what is the product made? The materials composing a product may be
critical to its sale. A common customer objection concerns price, but one way
of handling the objection is to point out the quality of material present in the
product. If a competitor is offering an office desk that is $50 cheaper but.
made of pressed wood, salespeople may emphasize to customers that their
desk is made of thick-gauge steel that will last longer and resist dents..
Pointing out that a certain type of contact lens is made of hard plastic that
requires replacement only after 8 to 10 years demonstrates rfeal customer
value. Relating how a set of golf clubs has graphite shafts to increase distance
and accuracy will make any golfer take nofe.

3. How is the product made? The care taken in the manufacturing process can
be a significant feature. If the product is fashioned by hand rather than by
machine, this should be pointed out to customers. Certain high-quality
makes of motorcycles, for example, are handmade. Quality contr.ol isa
significant part of the manufacturing process. A refrigerator’s be1.ng c?penec}
and closed 100 times before it is released from production, ensuring it won't
stick, is an important feature. If a product is built within very tight toleranFes,
this fact will be important to customers using the item to manufacture their
own product, _ . ‘

4. What is there about the product itself that makes it stand oui? Is it especially
appealing? What about the styling? Are there any unique fee'ltures? Product
appearance may be critical to the sale. How many automobiles are sold
primarily on the basis of appearance and styling? Unique featur.es-—tlhose that
make the product stand out from the competition—should be identified.
Recently a couple purchased a new stove. The feature that clinched the sale
was the incorporation of fold-down counters that could be placed over the
burners when the stove was not in use. This one feature prompted the
purchase, because the couple wanted more counter space in the kitchen and
the fold-down counters could hide any dirt on the stove when unexpected
guests stopped by.
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What about product use? What will the product do? How can it be used?
Convenience, flexibility in use, repair record, required operator skill, safety
features, durability, and ease and speed of operation all represent significant
product features. The multifunction computer peripherals that also send and
receive faxes on plain paper, make copies, and scan in addition to printing
exhibit value in their multiple usages. Not only is the Nokia 6630 imaging
smartphone a 1.3 megapixel digital imaging device, but it’s also a portable -
office and a modern rich-media machine, Email can be downloaded directly
to the Nokia 6630 imaging smartphone, Plus, it has Quickoffice document
viewer applications that allow viewing important documents in formats like
Microsoft Word, PowerPoint, and Excel while away from the office. The
smartphone can be plugged into the stylish Nokia Video Call Stand PT-8
(sold separately) for a video call.* Whatever the product, there should be
some inherent advantages present, and the sales representative must recognize
them.
‘What is the price? Is it cheaper than the competition? Ts it more expensive? If
s0, can this be balanced against higher quality? Can the product more than
pay for itself—with immediate or long-range savings, avoidance of
obsolescence, greater protection against breakdowns, or reduced or
eliminated upkeep or repair costs? An inkjet printer might cost less in the
short run, but a laser printer will save over the long-term because of the fewer
ink cartridges consumed and machine longevity. Can you offer special terms
to buyers, such as delayed billing, leasing arrangements, or financing? What
does your company offer that most competitors do not—guarantees, frequent
deliveries, trade-ins?
Is service readily available? This is a crucial factor in many buying situations.
Several mainframe computer vendors that have since failed were caught in a~
classic dilemma regarding service. To acquire additional business, they needed
to establish more service facilities, but to do so before getting the accounts
made the costs prohibitively high. Having to get service for a new system in
Kansas City out of the Omaha branch wouldn’t satisfy potential customers in
Kansas City, who probably would buy from competitors instead. But if the
vendor first builds and stocks a service center in Kansas City, it might mean
that several years will pass before enough business can be generated to cover
the costs of the center.

In the computer industry, as with many others, service is critical. Often,
competitive products are similar, so service (i.e., personnel, parts availability,
and speed of delivery) determines the choice of supplier.

Is there recognition by outside authorities? Reports of product performance
conducted by independent bodies, such as Consusner Reports or |
Underwriters Laboratories, should be related by sales representatives without
fail. Case histories of satisfied customers are also valuable. In the sale of
business machines, for example, the presence of successful installations in an
area is a strong selling point. Another effective tactic is to supply potential
customers with the names of satisfied accounts whom the prospect may
subsequently call.

Is there breadth and depth to the product line? Product breadth—the number
of different models, sizes, or capacities—and depth—styles, colors, etc,—are
important. Satisfying customer need is easier with breadth and depth than in
their absence. When selling automobiles, it helps if numerous colors,

185




186

Chapter 6

interiors, engines, and additional features are available. Having to sell one
basic model to all customers would be an arduous task for even the most
accomplished salesperson. In selling tennis racquets, it helps if the customer
has a choice among different grip sizes, string tensions, compositions (e.g.,
metal, ceramic, or graphite), and design (e.g., open versus narrow throat,
head-heavy versus head-light). In an industrial setting, breadth and depth are
important from another standpoint. If a company plans to grow, buying from
a supplier with a limited line may be costly. When the time for upgrading
arrives, the company may have to go to another vendor with all of the
transitional problems that might occur—different parts, different power
requirements, and differences in operator handling.

6-5d Know Your Cofnpetition

When identifying product features, sales representatives should be aware of the
competition. They should determine which features are present in competitive
products, which are absent, and which are superior in comparison with their own.

Where is competitive information available? To the enterprising sales rep, this
is never a problem:

1. Customers. Talk to whomever you can: buyers, sales clerks, switchboard
operators, office personnel, and production workers, Often, you can inspect
competitive products in action at customers’ offices. It is in the customer’s
best interests to make you competitive. Ask them what they like and dislike
about competitive equipment, the strengths and weaknesses, inefficiencies,
and so forth.

2. Competitors. Often you will find yourself in contact with competitive sales
personnel, perhaps at a customer’s office or a professional meeting. You don’t
have to come right out and ask for trade secrets, but who more than
salespeople are likely to talk? One word leads to another; engage them in
conversation.

3. Newspapers and magazines. The business press and especially trade journals
are sources of all kinds of useful tips—news events, hirings, employment
shifts, site preparation, acquisitions, and the like—that can be revealing.

A. Advertising, Although advertising concentrates on the good points of
products, competitive advertising nevertheless provides useful information.

5. Trade shows. Trade shows are a rich source of information. Reps who are too
well known to drop by a competitor’s booth can ask a friend or lesser-known
associate to do this,

6. Internet. Of course, the easiest route is to log onto the Internet and look at
the competitor’s website. There are numerous sites for business research,
such as http://finance.yahoo.com, www.hoovers.com/free, and
www.thomasregister.com.

Once salespeople have obtained enough information, they will find it useful to
write out a systematic comparison (perhaps on a spreadsheet) of their product
with that of the competition. Table 6-3 represents one such analysis of competing
manufacturers of steel buildings. Such analysis better prepares salespeople for the
interview. They will not be caught by surprise, make a poor presentation, or be un-
able to answer consumer objections arising from comparisons. They also will have
a better appreciation for the capabilities of their own product. Knowing a product
feature is important; knowing that no competitive product has the same feature
can be decisive.
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T a b | e 63 sample Analysis of Competition in Steel Buildings

Porta-King. Durastéel ™ and PC Series Buildings <.~

FRAME AND BASE

Frame: 2" x 2" x 11 gauge structural steel tubing. Frame;

Base: 12 gauge galvanized steel.
Walls, Int: 16 gauge galvanized steel,

Walls, Ext: 14 gauge galvanized steal.

Insulatign: Base:;

Durasteel-

The Porta-King Advantage

FRAMEWORK AND WALLS

Parta-King framing. mqlend! rant es from 4fs°'
to 85% THICKER than the competition; One -
compeliter uses NO veriical frames al all,
relying solely on welded panels for strengih.

Partaliing base frame ranges. from 16% to

38% THICKER than the-competition.

R-10 walls and R-18 ceiting.
Durasteel-PC-

R-9 walls and R-17 ceiling,

Durasteel Durasteel PC

Walls, Interior: :
Porta-King wall materi g
THICKER lhcm the compttmun

3 Walls, Exterio:

Porta:King wall material ranges up io 23 ,
THICKER than the compstition. S

nsulation (Walls and Cefling):
If you don't ask the (_:bm;mtmon for insulatior

n.many cases you won't get'it. With Porta-King:’
rsulation is alwa ci:ud )

Source: From Porta-King Building Systems.

6-6 Target Market Analysis ,

The culmination of intensive preparation regarding industry, company, product,
and competition is the specification of a target market—those potential custorners
with the greatest probability for buying the salesperson’s offerings.

Such a specification greatly aids salespeople in prospecting, the next stage in the
selling process. When prospecting, sales representatives must identify individual ac-
counts that might have need for their services, especially those with whom the sales
rep can establish a profitable long-term relationship. It’s a lot easier selling to exist-
ing customers than all new ones, Calling on those with little need is a waste of the
salesperson’s precious time, Specification of a target market helps reduce such
waste, and it provides further assistance at subsequent stages of the selling process,
particularly the preapproach, approach, and presentation. A profile of the target
customer helps the salesperson initiate a discussion. An absence of knowledge
about potential customers impedes the relationship selling process of asking ques-
tions and listening. Without at least a general understanding of customer needs and
likely responses, it’s difficult to formulate questions.

How does one go about the process of identifying a target market? The answer
is by thoroughly studying industry, company, product, and competition. Then, and
only then, is the salesperson prepared. After studying those areas, salespeople
should sit down and analyze the total business environment for their products and
services in the following sequence;

1. List all the features and benefits associated with the product or service. No
product feature, no matter how seemingly small, should be ignored. It is
surprising sometimes how minute distinctions between products can make
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the difference between success and failure. Besides, it is the customer’s
estimation of differences, not the salesperson’s, that is critical; to customers,
the differences may be large. Rank the importance of these benefits from the
viewpoint of customers. ‘
Enumerate your company’s strengths and weaknesses. Is the company
financially strong? Does it have a strong reputation? Is it known for its service
and quality control? Are its plants close to customers? Are credit terms
favorable? Are discounts substantial?
What are competitors’ strengths and weaknesses, especially respecting the
ranking of benefits completed in step 1? Are they major or minor? ‘Which
features and benefits do they concern? Is the competition large or small? If
large, what are the chinks in their armor? It is usually difficult to attack the
leader head-on. If the competition is weaker, how have they managed to
survive? Have they selected a particular market segment for special
attention? Can this market be satisfied better, or is it wiser to concede it for
another niche?
Describe the typical customer in the industry with regard to all major
characteristics. Remember, not all customers are created equal. Some are
profitable and some are not. The first step is to analyze one’s existing
customers and answer the following questions: Who are my current
customers (e.g., location, size, SIC code, etc.)? How are they segmented on
such factors as purchase behavior? Volume? Growth rate? Relationship
duration? Profitably? Often, the results of such analysis are surprising.
Frequently, the 80/20 rule operates: 20 percent of your customers account for
80 percent of your sales volume and profits. _
Are there certain groups, not currently being marketed to, who could use the
product or service? Be prepared to challenge the status quo here. When fellow
Xerox sales reps advised Tonya Turner that banks didn’t buy facsimile
machines, she opted to ignore them. She was determined to find a problem
that fax machines could solve for the potentially lucrative banking market.
After poring over newspapers and annual reports, Turner discovered that
banks were having difficulty processing large numbers of new loan
applications because it took so long to mail the information to the central
processing sites. Turner reasoned that the information could be faxed,
allowing the transfer to transpire in one hour instead of several days. Now her
earnings are in the 6-figure category. :
Given product features and benefits and their ranking in importance,
company strengths and weaknesses, and the nature of the competition, which
customer subclass or classes does the salesperson’s product or service best fit?
Tllinois Tool Works (ITW) is a $10 billion company based in Glenview,
Tllinois. It is an organization that has turned the use of the 80/20 rule into a
science. ITW does an 80/20 analysis of everything to determine where to get
the biggest bang for the buck. As a result, ITW is an incredibly lean and
efficient organization. CEO W. James Farrell stated recently in a Business Week
interview, “Intellectually it’s easy (80/20) to understand, but it’s very difficult
to put into practice. You will hear people in the organization say that you
can’t get rid of products because you need a complete product line to sell.
Others will argue that the volume is needed to absorb fixed costs.” Mr. Farrell
claims that TTW’s costs are lower than those of 75 percent of comparable
companies as a result of using the 80/20 principle as a decision-making tool.
At ITW, lean isn’t a recent fad or program-of-the-month—it is a way of life.
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Business Week proclaimed ITW as “the Dean of Lean” with respect to
manufacturing organizations.”

To illustrate how a salesperson might undertake a target market analysis, let’s
tollow the activities of Ron Friendly, sales representative for the Superior Hospital
Uniform Company. Ron has just received samples of a new uniform to be used by
doctors and nurses in hospital operating rooms. In contrast to prior uniforms, this
new garment has a number of advantages, primarily stemming from the incorpo-
ration of a polyester-cotton blend in its manufacture. Older uniforms were made of
100 percent cotton. Such uniforms had a number of disadvantages: They required
ironing in hospital laundries, they wore out much faster than a blended garment,
and their appearance left much to be desired in comparison with a blended uni-
form. However, until the introduction of Superior’s new polyester blend, only 100
percent cotton uniforms had been allowed in operating rooms because of problems
with static electricity. Cotton uniforms absorb body meisture, providing a path for
the electric charge to be conducted and eventually grounded. Polyester, however,
does not absorb moisture, and a buildup of static electricity might cause an explo-
sion in the atmosphere of operating rooms, which often are filled with flammable
anesthetics. Superior solved this problem, however, by weaving stainless-steel
thread throughout the uniform, providing a conductive path for the static electric-
ity. The uniform presents only one problem to a Superior sales representative like
Ron Friendly: It costs about 50 percent more than competing cotton garments.

From his product analysis, his knowledge of hospitals’ use of operating room
uniforms, and his knowledge of his own company’s strengths, Ron identifies the fol-
lowing factors that will affect his ability to sell the new Superior uniforms:

1. Ron believes that larger hospitals should be approached first, because smaller

~ ones usually do not have the resources to spend on a more expensive
uniform.

2. Ron also targets his market to the larger hospitals because they usually have
extensive laundry facilities with higher labor costs. A blended uniform that
needs no ironing will be attractive as a means of cutting labor expenditures.

3. Ron believes that hospitals where the decisions are made by the functional
department, rather than by purchasing, will make the best customers. Those
hospitals where the purchasing department tightly controls the purse strings
are not as likely to buy a more expensive uniform, regardless of the technical
advantages. A hospital where the operating room administrators make their
own buying decisions without interference from the purchasing department
will be best.

4. Hospitals that are less concerned with speedy service represent better
potential buyers. Ron’s major competitor is based in his geographic sales
territory, enabling them to provide faster delivery. Superior’s factory and
warehouse are on the East Coast, contributing to a lengthier delivery time.

5. The Superior Hospital Uniform Company has a reputation for producing
high-quality uniforms. This should assist Ron’s sales calls, especially with
current customers. Additionally, the uniform has received a good evaluation
from an independent rating firm, which should further facilitate sales.

Another good example of identifying a target market is presented by David
Mercer in his book, High-Level Selling.?® While Mercer was working for the IBM
Biomedical Group, it became clear to him very early on that IBM’s blood-processing
machines would be bought by hematologists (doctors who specialize in blood dis-
orders). After a while, it became clear to Mercer that within this overall group the
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after-marketing

Applies marketing principles to
customers after they’ve made a
purchase,

main buyers were those who saw themselves as “clinical” hematologists—that is,
hematologists who are concerned with not just analysis but also treatment. Fur-
thermore, the hottest prospects were young (typically under the age of 30), and they
tended to have trained in just a handful of teaching hospitals. This allowed Mercer
to concentrate on only a limited number of prospects; it also allowed him to con-
centrate special effort on penetrating those relatively few teaching hospitals, which
he also could use as powerful references.

6-7 After-Marketing

Retaining customers requires marketers to exhibit care and concern for them after
they've made a purchase. This is part of after-marketing, which applies marketing
principles to customers after they’ve purchased a company’s goods or services, The
rationale for after-marketing is firmly grounded in psychology. Following pur-
chases, many buyers experience cognitive dissonance—the mental recognition that
one has purchased something that may not have been the smartest, most rational
alternative. The customer’s need for reassurance does not go unnoticed by smart
salespeople. They are wise in reassuring customers that they have made a good pur-
chase decision and are getting their money’s worth. There is a second psychological
principle that reinforces the importance of postpurchase feedback. Learning theory
suggests that the increased likelihood of repeating behavior is associated with re-
ward, Unfortunately, with all too many products or services, consumers don’t
overtly experience any direct or immediate reward. Marketers often naively assume
that consumers will automatically recognize the benefits inherent in their products
or services. They would be well advised to actively direct their customers toward
discovering reward through active after-marketing.”’

After-marketing includes the following elements:

e Participating in activities and making efforts to keep customers satisfied after
the purchase

¢ Doing everything possible to increase the likelihood that current
customers will buy a company’s product or brand on future occasions

e Increasing the likelihood that current customers will buy the same
company’s complementary products rather than a competitor’s

»  Repeatedly measuring customer satisfaction

Moreover, if one needed further confirmation of the importance of after-
marketing activities, there are these staggering statistics. Studies of customer dis-
satisfaction show that customers are dissatisfied with their purchases about
25 percent of the time. How often do they complain? The surprising finding is that
is that only 5 percent complain. The other 95 percent either feel that it is not worth
the effort to complain or they don’t know how or to whom to complain.

Of the 5 percent who do complain, only about 50 percent report a satisfactory
problem resolution. Yet, satisfactory resolution is essential, because a satisfied customer
tells on average three people about a good product experience; the dissatisfied one tells
11 people. If each of them, in turn, tells others, the number of people exposed to bad
word of mouth grows exponentially. In contrast, customers whose complaints are re-
solved to their satisfaction often become more loyal than customers who never com-
plained. About 34 percent of customers who register major complaints will buy again
from the company with complaint resolution, and this rises to 52 percent with minor
complaints. If the complaint is handled quickly, between 52 percent (for major com-
plaints) and 95 percent (minor complaints) will buy again from the company.®®

Beginning the Relationship Selling Process 191

6-7a The Five Components of Service Quality

Of course, to ensure good service, it is important to know its components. These at-

 tributes are presented in order of importance as rated by consumers (allocating 100

points):?**

1. Reliability: The ability to perform promised service dependably and
accurately (32 points)

2. Responsiveness: The willingness to help customers and to provide prompt
service (22 points)

3. Assurance: The knowledge and courtesy of employees and their ability to
convey trust and confidence (19 points)

4. Empathy: The provision of caring, individualized attention to customers
(16 points}

5. Tangibles: The appearance of physical facilities, equipment, personnel, and
communication materials (11 points)

. As SI}OWII here, reliability is the most important aspect, approximately three
times as important as tangibles, the least important of the five. The definitions of

quality service are repeated and expanded in Table 6-4, along with examples of each
element. |

T a b | e 6-4 Definitions of Quality Service Elements

Element Definition Examples
Reliability The ability to perform the promised service  Is the credit card statement free of errors?
dependably and accurately Is the washing machine repaired right the
‘ first time? .
Responsiveness  Willingness to help customers and provide Does the company answer letters or 4
prompt service phone calls?
Is the stackbraker willing 1o answer my
questions?

Assurance

Competence Possession of the required skills and

Does the repairperson appear to know
knowledge to perform the service

what he is doing?

Courtesy Pgliteness, respect, consideration, and Does the bank teller have a pleasant
friendliness of contact personnel dereanor?

Credibility Trustworthiness, believability, honesty of ~ Does the bank have a good reputation?
the service provider ‘

Security Freedom from danger, risk, or doubt Is the credit card protected from

: unauthorized use?
Empathy
Access Approachability and ease of contact Does the company have a 24-hour toll-

free telephone number?

Can the customer service representative
clearly explain the billing procedures? -~

Communication Keeping the customers informed in
language they can understand and
. listening to them
Understanding  Making the effort to know customers and Do communications from the company
the customer their needs acknowledge the customer’s unique
needs?

Tangibles Appgarance of physical facilities, Are the bank’s facilities attractive?
eqmpmept, personnel, and Do the tocls used by the repairperson
communication materials look modern?

Soz{rce.: Adapteq with '_the permissicn of The Free Press, a Division of Simon & Schuster Adult PuBIishing Group, from
Delivering Quality Service: Balancing Customer Perceptions and Expectations by Valarie A, Zeithami, A. Parasuraman,
Leonard L. Berry. Copyright @ 1990 by The Free Press. All rights reserved.

reliability

The ability to perform
promised service dependably
and accurately,

assurance

The knowledge and courtesy of
employees and their ability to
convey trust and confidence.

empathy

The provision of caring,
individualized attention to
customers.

tangibles

Regarding service quality, the
appearance of physical
facilities, equipment,
personnel, and communication
materials.
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6-7b After-Marketing Activities

'To ensure the implementation of these service components, certain activities are
necessary.  They are (1) building a -database, (2) acknowledging cu§tomers,
(3) maintaining contact with customers, (4) measuring customer satisfaction, and
(5) reclaiming lost customers. Although several of these activitites de_gend (to one
degree or another) on the salesperson’s employer, the smart rep is ‘adv1sed to make
up for any corporate deficiencies with his or her own after-marketing endeavors.

Building the Database

Many companies have recognized the importance of computerizing customer pro-
files and providing this information to sales reps. If not, the power and al‘val!a?lhty
of personal computers and “contact management” software allow .the mfh}ndual
salesperson to do so with reasonable effort. Every other after- marketing ac.t1v1tybe—
comes more efficient and more effective with automation; paradoxically, it also al-
lows for greater personalization. The account-tracking and customer service
software of Wells Fargo helps it to focus on the highly profitable but underserved
small-business segment and to offer companies in it rapid credit approval, elec-
tronic loan repayment, and other special services that propelled the bank from 11th
to first place in small-business-loan volume in only three years.

Acknowledging Customers

At a minimum, the buyer should receive thanks for an order—a handwritten note
immediately following a purchase has immeasurably favorable reactions. Being on-
site for installation and training is guaranteed to have a favorable impact. Beyond
this, go through your contact file and jot a note, send a card, or make a note to call
anyone you haven’t seen in a long time. Keep up to date with newspapers and trade
magazines. Send article clippings to clients who would be interested in the news. If
a client was promoted or won an award, send a note of congratulations. If tbe event
appears in the press, send the clipping along. Send a note or carcfl for special occa-
sions like birthdays; clients will be pleasantly surprised. Think of ideas you can pass
along, like ways to merchandise products, save money, improve productivity, and,
of course, new company products of special value to the client. Create user groups
of clients to share ideas. Many companies send out newsletters to customers; if not,
compose your own. As might be expected these days, technology can hf:-lp. Joel
Block may not be the world’s most well-informed consultant, but to his chents' he
sure looks that way. Block, rep for Growth-Logic, a company based in Agoura Hills,
California, uses software that scours the Internet and plucks out news items relat-
ing to his customers, which are typically midsize companies that need he-lp ex-
panding their businesses. That gives him an excuse to contact each one, boosting 1‘1‘15
chances of closing a deal. “The key is to be top-of-mind all the time,” Block says. If
I call just to say, “Hi, how are you? it’s not going to be long before we run out of
things to talk about” Block uses software developed by Irvine, California—based
Client Dynamics to track items of interest to his top 40 customers. All he had to do
to set up the systemn was fill out a web-based profile and a series of search terms for
each client. Now, each morning, the software searches 6,000 news sources and de-
livers a list of hits. Block can forward items to clients, call them, or drop them a
quick note. He uses the software to keep track of it all.** “To be able to send an email
to someone and say, ‘Congratulations, you got some great press, is a way of topch—
ing someone that’s nonthreatening but very powerful,” Block adds. “A lot of times
we end up doing a deal”
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Maintaining Contact -

Not only should the salesperson initiate outbound communication, but he or she
should also make it as easy as possible for customers to get a hold of them. Cellu-
lar phones, pagers, answering services, Internet addresses, 800 numbers, and the
like, are essential. Note that accessibility is one of the critical service elements. Ac-
cessibility is vital to handling complaints. The longer the customer waits for a re-
ply, the madder they get. Yet, properly handling the problem represents a
significant opportunity for cementing the relationship. Thanks to the emergence
of websites that allow customers to serve themselves, the Internet has great poten-
tial for improving customer service. Web-based customer service not only saves
money but, by involving the customer in the process, it also often leads to greater
customer satisfaction, Unlike a phone call, visiting a website can provide access to
extensive database information. Websites also enable companies to learn more
about their customers. It’s possible to learn a user’s preferences just by tracking
where he or she goes on a site. Ultimately this information can be used automati-
cally to develop a profile of the customer. Some companies see web technology as
an opportunity to put certain aspects of customer service on a do-it-yourself ba-
sis. “Providing customer service online is our equivalent of the automated teller
machine,” says Doug Topken, managing director, electronic commerce services for
Federal Express. “It lets people service themselves when it's most convenient”
FedEx, an early adopter of the web, has created a variety of methods that not only
let users track their packages electronically but also enable them to pass along data
to recipients so they can track the shipment as well. Thus, a company using FedEx
can enhance its customer service by automatically providing clients with peace of
mind about their orders.

Handling customer inquiries at call centers is another task that can be improved
by technologies found on the Internet. Rather than having an individual log in and
retrieve the email messages, email response management systems (ERMSs) retrieve
and route them into pools based on their address, subject, and content. From
there, agents answer them on a first-come, first-served basis. The system includes
real-time monitors and reporting capabilities that help companies measure, track,
and manage the flow of email. The value of ERMS evolves from efficiency—the staff
can create a library of commonly used responses that frees them from having to type
responses to frequently asked questions repeatedly; tracking—now that managers
have the tools to measure email service levels, they can make critical decisions re-
garding staffing needs, analyzing how much time is being spent responding to email
and evaluating the effectiveness of each individual or department; and customer
satisfaction—companies are able to cut the turnaround time drastically on email
and web-based inquiries. Commented one user of ERMS, “Previously, we had to
dedicate valuable employees to sort through all the messages generated by forms or
links on our website and forward them to the appropriate personnel. That added to
the response time, costing us money and aggravating customers who were anxiously
awaiting a reply” But with ERMS in place, the average response time has dropped
from one or two days to a little less than two hours. Table 6-5 details additional tech-
niques for delivering customer service.*? '

With such technology, a customer at Lands’ End, for example, can receive a cat-
alog by mail, investigate a purchase on the website, and either call the telephone
center or activate a chat session to.ask a question. The Lands’ End customer service
rep can push additional information to the customer immediately or open a web
page they can cobrowse (i.e., browse together).
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T a b | e 65 Technology Fadilitators for Customer Service

s Email: For customer service as well as p'romotions

s Telephone-information-driven call center technology

e Chat: Using instant-messaging technology to permit two-way dialogue between customers and reps
«  VolIP {Voice aver Internet Protocol): Telephone over the Internet or private intranet

o  Push: Automatic delivery of content to a user's computer as part of a planned schedule of

communications or triggered by an event . : i
« Cobrowsing: Technology that allows a customer and a rep to view the same web page at the

same time

«  Embedded module: A chip embedded in a piece of equipment (from a copier to a refrigerator) that
can send automatic notification of reguired service

Measuring Customer Satisfaction ‘
Increasingly, many companies are systematically measurin‘g c?ustomer sati‘sfacuon
by sending out formal customer satisfaction surveys perlof:hca]ly. Trac?un.g cus-
tomers who have broken earlier patterns of consistent ordering are also indicative

- of possible satisfaction problems.

Reclaiming Lost Customers

Customers may defect for a number of reasons, not all of which are under the con-
trol of the marketer. The customer may have disconfirmed expectations, c'()ntacted a
rude customer service rep, moved to another location, or received a perceived 1?etter
deal from a competitor. Yet, curiously enough, it often is still more cost-effer:tm.e to
contact a former customer than a new prospect. Rarely have they totally negative im-
ages of their former vendor; they may no longer be .devoted, but they are usua]}y still
accessible. They may even have some remnants of brand or vendor loyalty. It’s also
quite possible they aren’t all that enamored of new vendors and are ready to return.

The chapter begn with a definition of relationship market-
ing as a focus on maintaining long-term customers as part-
ners. This contrasted to the traditional transaction-oriented
view of marketing, wherein the emphasis is on getting the
sale and deemphasizing the period thereafter. The reasons f9r
this new emphasis upon relationships were explained in
terms of reduced long-term costs, diminishing vendors, and
just-in-time manufacturing systems.

This chapter integrated material presented in earllier
chapters into a formal statement of the relationship selling
philosophy. The principles of this philosophy follow:

1. Relationship selling is participative.

2. Active listening and questioning are encouraged.
3. Relationship selling is buyer-oriented.

4. Empathy is crucial.

5. Maturity is required of the salesperson.

6. Likability is critical.

7. Deliver impeccable service.

8. Value-added is important.

Precall preparation, the first step in interactive selling,
includes learning about one’s industry, company, product,
and competition. Industry knowledge provides sales repre-
sentatives with a better perspective of their customers and al-
lows them to determine their strongest markets. Company
knowledge, including its history, finance, and reputation, is
important because the customer buys not only the produc.:t
but also the company that stands behind it. Company po}l—
cies and procedures (including cash discounts, trade c}1s-
counts, quantity discounts, allowances, transpo_rtatxon
charges, and credit policies) also influence sales. Th(? impor-
tance of product knowledge to the salesperson was discussed,
along with a delineation of the differences between a prod-
uct’s features and its benefits. Features are facts about the
product or service that will be true whether or not it is. ever
bought and used. Benefits are the way features help satisty a

buyer’s specific needs or problems. Although a feature de-
scribes the product, a benefit relates it to the user. It tells the
customer “What’s in it for me.” Some suggestions for identi-
fying product features were offered. Completing the section
on precall preparation was a discussion on ways to learn
about and assess competitors,

The chapter described a salesperson conducting a target
market analysis. This process represents a culmination of the
precall preparation stage. By sitting down and systematically
analyzing industry, company, product, and competition,
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salespeople are able to identify the general profile of cus-
tomers who are most likely to buy their goods or services.
Chapter 7, “Successful Prospecting,” will explain methods for
finding specific customers with this profile.

The chapter ended with a discussion of after-marketing,
which applies marketing principles following the purchase.
Important after-marketing activities are (1) building a data-
base, (2} acknowledging customers, (3) maintaining ongo-
ing contact with customers, (4) measuring customer
satisfaction, and (5) reclaiming lost customers.

s

1. Define relationship marketing.

2. Draw distinctions between transactional and
relationship marketing.

3. Describe a discrete transaction.

4. Why is “internal marketing” so important to furthering
the relationship?

5. What are some ways of bringing value-added to the
relationship?

6. How do transactional and relationship marketers differ
in their measure of market satisfaction?

7. What trends have contributed to the growth of
relationship marketing?

8. Why is it cheaper to do business with existing
customers?

w

Explain ways of augmenting the product offering.
10. Why is it necessary to have a theory of selling?

11. Describe relationship selling. What is it? What are its
principles?

12. What is the reason for precall preparation?

13. Of what value is preparation regarding the
salesperson’s industry?

14. IHow does company knowledge assist the efforts of
salespeople?

15. Define the following terms: cash discounts, trade
discounts, cumulative quantity discounts,
noncumulative quantity discounts, advertising
allowances, EQ.B, plant, EQ.B. destination, uniform

delivered price, C.0.D., CW.0.,and E.O.M.
16. Explain the differences between features and benefits.

17. Indicate some ways for sales representatives to identify
product features.

18. IHow does knowledge of the compelition help the
salesperson? How can one find out about the
competition?

-

19, What is a target market analysis? How does it assist the
salesperson?

20. The marketing club at your school, of which you are a
member, has initiated a money-making project. The
club plans to give out desk blotters to students and
faculty at registration. The costs (and hopefully a
profit) will be furnished by businesses that will pay for
advertising space on the blotter. Who would you
identify as the target market for the blotter? Who is the
competition?

21. When should salespeople stress their company over the
features of their product or service?

22. The list price fof ladies’ blouses is quoted at $20. Trade
discounts of 30 and 20 percent are offered to retailers
and wholesalers, respectively. If the blouses are ordered
in quantities of a dozen or more, the cost per dozen is
$18. Transportation charges are EO.B. origin. A
wholesaler in Little Rock orders 12 dozen blouses from
the manufacturer’s plant in St. Louis. What does the
wholesaler pay?

23. Tom Jones works for his father, who owns Struensee
Siding Company. Struensee specializes in aluminum
siding for houses. Until now, Tom's father has
concentrated on advertising to draw in business, but
recently business has fallen off. Tom has suggested to
his father that Tom act as an outside salesperson. What
suggestions could you make to Tom before he begins
selling? What are some identifiable features and
benefits associated with the siding?

24. Define after-marketing.

25. Why is after-marketing important?

26. What are the five coinponents of service quality?
27. Explain the essential activities of after-marketing.

28. Do research and identify some major corporate
partnerships. What do the partners gain with their
relationship?
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1. All of the fﬂowing are strategic elements of
relationship selling except
a. timing is long-term.

b, the dominant quality dimension is the quality of
interactions. ‘

¢. empbhasis in selling process is problem recognition.

d. price elasticity is higher.

2. 'The longer customers are retained by a company, the
more profitable they become because of all of the
following reasons except
a. price discounts.

b. increased purchases.
c. reduced operating costs.
d. referrals.

3. Acquiring new customiers is more expensive than
sélling to an existing customer. In one survey,
respondents reported that it took an average of

calls to close a first sale, compared with only
three calls to close a sale to an existing account.

a. 12
b. 10
e 7
d 5

4. In building relationships, trust is essential. When your
presentations are balanced and fair (e.g., product
limitations as well as advantages are discussed), you are
building trust through
a. demonstrating competence.

b. your candor,
¢. offering dependability.
d. using a customer-orientation.

5. Relationship selling involves all of the following
principles except _
a. it encourages active listening and questioning,
b. it is focused on closing the order.
c. itis buyer-oriented.
d. it is empathetic.

6. Deductions from the list price offered to members of
the channel of distribution are called
a. trade discounts.
b. cash discounts.
c. quantity discounts.
d. allowances.

7. Itis critical that salespeople make a distinction
between features and benefits. Which of the following
statements illustrates a benefit?

a. This window air conditioner comes with a money-
back guarantee.

b. 'This window air conditioner is made from 98
percent aluminum alloy.

¢. This window air conditioner is rated as the most
energy efficient by Consumer Guide. .

d. This window air conditioner is large enough to
keep your office cool even during the hottest days
of summer.

8. The process of identifying a target market involves
thoroughly studying all of the following except
a. industry.
b. marketing.
c. product.
d. competition.

9. The ability of the salesperson to put himself or he.rse}f
in the buyer’s shoes and understand their viewpoint is
a. empathy.
b. reliability.
c. assurance.
d. responsiveness.

10. To ensure the implementation of quality service in the
after-marketing activity stage, certain activities are
necessary. They include all of the following except
a. building a database.

b. acknowledging customets.
¢. locating new customers.
d. measuring custoiner satisfaction.

Product Description for Role-Playing

Here are some product descriptions that your instructor
may assign for videotaping or presentation befm:e the class.
In the exercise, students will have opportunities to play
both salesperson and buyer (described at the end of C'hap-
ter 8, “The Approach”). In succeeding chapters, you w111'be
assigned tasks to prepare for the experience (e.g., preparing

questions to ask, composing a sales presentation, formulat-
ing respomnses to likely objections, and planning closes). By
the end of Chapter 13, “The Art of Closing,” you should‘be
prepared to play a salesperson and sell to a studerllt playing
the part of one of the described custoiners. This student
will have received additional instructions from the instruc-
tor on his or her own unique buying motives, objections to

raise, and circumstances under which he or she should
agree to purchase. Instructors should consult the Instruc-
tor’s Manual for further information about this role-
playing experience.

Radio Station WEAU

Radio station WEAU is a 250-watt radio station in Eau
Claire, Wisconsin, reaching a broadcast area of approxi-
mately 15 miles. In contrast to several competitors in the
city that appeal to teenagers and college students with a
“top 40” format, WEAU seeks an adult audience of higher
income and education. Its format strikes a balance between
“middle of the road” and “good” music by playing show
tunes, old standards, popular nonrock tunes, well-known
vocalists, news and information programs, and semiclassi-
cal music, mostly instrumental. Though not as recognized
an advertising medium as newspapers and television, radio
has a number of distinct advantages to offer. First, it is a
very selective medium,; each station appeals to a relatively
narrow audience, who tends to be more loyal than televi-
sion viewers, who are continually switching channels.
Radio is a low cost-of-entry medium, especially in com-
parison with television. The combination of selective ap-
peal, listener loyalty, and low cost allows an advertiser to
deliver an inexpensive message several times for the same
cost as television and newspapers. Moreover, the latter ap-
peal to, and charge for, a broader audience, both demo-
graphically and geographically, than a local retailer often
desires. Radio is extremely mobile. It goes from room to
room with listeners, to the beach, and in the car. Two of the
highest times for radio listenership are during the morning
and afternoon commuting times, when radio reaches
working people like no other medium can. From 6 A.M. to
10 a.M, and from 3 EM. to 7 .M., captive commuters have
little to do besides tune in, and nearly 90 percent of them
listen at least once a week,

Radio is very personal; disc jockeys develop a great deal
of rapport with their audiences by speaking their language.
Advertisers take advantage by allowing radio personalities
to deliver the advertising message in their own distinctive
style. Or the advertiser may decide to deliver the message
personally, adding believability and “folksiness” Radio
commercials can be produced on very short notice. For
commercials delivered live, the production process requires
only preparation and delivery of a script. Even with
recorded messages, production time is short. Commercials
usually are produced in a recording studio, and audiocas-_
settes are mailed to the station, requiring as few as one or
two days. As might be expected, the cost of production is
low. Live commercials have no production costs. For
recorded commercials there are charges for recording stu-
dios, talent employed, and script writing, but some radio
stations, like WEAU, will record messages for their stations
with their own talent at no extra charge.
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RADAR (radio’s all-dimension audience research) stud-
ies, as well as other research, has provided some interesting
information about how radio is used:

1. There are 5.7 radios per family in the United States, in
both the home and the automobile,

2. During an average week, 96 percent of all persons
12 years old or older listen to radio. On an average
day, more than four out of five adults listen to
radio.

3. The average adult’s listening time is 3 hours,

27 minutes per day, and this figure averages higher for
key advertising targets—adults 18 to 49 years of age,
upscale working women, and professional/managerial
males.

4. Nearly 9 out of 10 consumers are reached by radio on a
weekend, with individuals averaging 3 hours of
listening every Saturday and Sunday.

5. Radio is a leader in morning and afternoon “drive
times,” and new research puts radio as the number one
daytime medium between 10 A.M. and 3 M. This is
because TV does’t penetrate the workplace much, but
millions of workers do keep the radio on at various
times throughout the workday.

~ Yet for all its favorable aspects, radio does have its dis-
advantages. It lacks the visual impact of television, and its
message is more fleeting than that of the newspaper; people
canmnot sit and absorb an advertisement at their leisure. Nor
does radio lend itself to complex messages as print media
does. From the standpoint of attention, people are often en-
gaged in other activities while listening to the radio—
preparing for work, eating brealfast, driving, eating dinner,
and reading,

Copies of rate cards for both WEAU and the local news-
paper, the Eay Claire Northwestern, follow, along with infor-
mation on interpretation.

Radio: How to Interpref Rates

Standard Entry .

The AM/FM commercial station entry typically in-
cludes the station’s address, phone number, website, the pro-
gram format (i.e., oldies, talk, classic rock), audience profile
(i.e., persons 35-64 years of age), personmel contacts, net-
work affiliation(s), special programming, facilities, and op-
erating schedule. Program format and audience profile
information are key for advertisers trying to reach their tar-
get customers.

Using Estimated Rates for Planning

Rates for radio advertising are subject to frequent fluctuation
and are dependent on factors such as the time of day when an
ad rumns, the station’s ratings, and the level of demand from
advertisers for air time.
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The time of day is segmented into “day parts,” such as
morning drive time (6 AM.~10 AM.}, midday (10 A.M.~3 P.M.),
afternoon drive (3 p.M.~7 P.M.), and evening (7 M.~12 AM.).

As stated earlier, advertising costs are also contingent on
a station’s ratings. Basically, the higher the ratings, the higher
the advertising costs. Thus, a station’s price for advertising is
listed as a cost-per-point (rating point) figure (i.e., $5 per rat-
ing point). A single rating point is equivalent to 1 percent of
the target population.

The SPARC cost-per-point entry for WEAU contains the
following information:

Cost-per-Point—Eau Claire

Day Part 4th Quarter 2006

AM 47 (e.g. $5 X 47 = 235)
Day 39

PM 46

Lve 50

(Cost isfor 30-second commercial lengths. Day parts are AM,
m-f, 6-10; Day, m-f, 10-3; PM, m-f, 3-7; Eve, m-f, 7-12.)

Newspapers: How to Interpret Rates

SAUs and “Inches”

Most newspapers use the standard advertising unit
(SAU) system in selling advertising space. This system utilizes
56 fixed sizes for broadsheet newspapers participating in the
system and 32 for tabloids.

The size of SAUs ranges from one column (2" wide) to
six columns in width, and from 1” to 21”7 (“full depth®) in

S.A.U. Nomenclature

depth. The following chart indicates the various sizes of SAUs
for a broadsheet newspaper. For example, an SAU of dimen-
sions 2 X 3 is two columns wide and 3” in depth. Note that
this chart indicates all 56 options for a broadsheet.

Rates

Some papers list their rates for each standard advertising
unit. However, because advertisers often buy space in bulk,
mmost papers list their rates in terms of column inches (which
are labeled “inches”) rather than in terms of SAUs. One
“inch” actually equals one column (235" wide) by 1”in depth.

There are about 132” per page in a broadsheet newspaper.

Rates are usually quoted in dollars per inch (i.e., col-
umn inch). The basic rate is generally listed under the des-
ignation “SAU open, per inch.” This is the rate you would
pay if you bought one ad, one column inch in size, to run
one time.

Discounts for Bulk Purchases

Often, advertisers commit themselves to buying a.certain
number of inches or pages over the course of a certain pe-
riod of time (e.g., one month or a year). In such cases, the
newspapers give a discount to the advertisers, and the dollar
amount per inch decreases. Sometimes the:percentage of the
discount from the basic rate is indicated following the stan-
dard rates. The following example shows excerpts from the
Eau Claire Northwestern sample calculation.

Figure 6-3 illustrates how the cost of radio and newspa-
pers compare, as the number of ads increases.

1 Column 2Columns 3 Columns 4 Columns 5 Columns 6 Columns Double Truck
Width (27 in) (4] in. (64 in) (83 in.) (101 in.) (13in) (263 in.)
Depth in inches
1 1% 3
14 1% 15
2 1% 2 2x2
3 1 %3 2x3
3 1%35 2x35
5% 1% 5.25 2 X 5,25 3% 525 4% 525
7 1X7 2xX7 IXT 4 X7 5x7 6x7
10l 1% 105 2% 105 3 % 10.5* 4%105 5% 10.5 6% 10.5* 13 X 10.5
13 1 %13 2 %13 33X 13 4x13 5x 13
14 1% 14 2% 14 3% 14 4% 14 5% 14 6x 14 13 X 4
152 1x15.75 2x 1575 3 % 15.75 4 % 15.75 5 x 15.75
18 1% 18 2% 18 3x18 4% 18 5x 18 % 18 “ X% 48
21 1 X FD** 2 X FD¥** 3 X FD** 4 % FD** 5 X FD** 6 X FD** 13 X FD**

*An ad that fills one quarter of a page measures 3 X 10.5 or 31.5 standard column inches. A horizontal half page is 6 X 10.5 or 63 standard column inches.
**[D (Fuli Depth) can be 217 or deeper. An ad that fills an entire page is 6 X FD {132 in.).
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Total cost for a 1/2 page (or 63 column inches) in the Sunday Northwestern is $133.79 X 63 = $8,428.77.

Morning, Saturday and Sunday
Commission and Cash Discount
15 percent to agencies; no cash discount

Policy—All Classifications
30-day notice given of any rate revision.

Alcoholic beverage advertising accepted.

Advertising Rates
Effective January 1, 2006

Rates verified April 14, 2006

Black/White Rates
Morn. Sun.
SAA}U open,perinch. ...t 100,74 133.79-———Basic rate, per column inch
Inches charged full depth: col.21; pg.126 dbl truck 273, =
YEARLY CONTRACT
Per inch
Morn, Sun.
1
2 100.74 133.79
1
LB - O 100.74 133.79
Ipg.oveevan,.,
P ittt et e et i e 95,93 127.69<————Contract rates, per column
2DES e, e 94.83 125.80 inch. Note that the rate
decreas
APBS + e 92.74 123.98 increaces Pt
L = A 92.62 123,35
Discounts
Multi—inse_rtiorll discounts (pickup rates): 1st ad contract rate, 2nd ad 15% discount, 3rd
ad and successive ads 25% discount. Discounts apply to ROP weekday ads only (color and
black & white with no cha.nges). When a Sunday/Holiday insertion is involved, it will
count as part of the sequential schedule but will not be discounted. Discounts apply to full
run or two-zone or more zone buys. For each ad series, at least one insertion shall be at
regular nondiscounted rates, '
Cost $12,000
analysia ' '
8,000 /
Newspapers
4,000
%0 Figure 6-3
50 100 150 Contrasting Costs of Radio
versus Newspapers As Ads

Ads Increase in Number
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Ergo Futura Furniture

Ergo Futura is a technically advanced line of office chairs
and desks designed to maximize the comfort of office work-
ers and, hence, their productivity. Although scientific study
has long been applied to the jobs of productiqn workers,
only recently have the same analytical techniques been
transferred to the office environment. One surprising find-
ing has been the dramatic effects on productivity of su.ch
seemingly mundane factors as lighting, ringing phones, in-
adequate ventilation, and, most of all, poorly designed desks
and chairs that at best are uncomfortable and at worst con-
tribute to bad backs, sore knees, and stiff necks. “By elimi-
nating repetitive stress injuries, American companies could
save $20 billion each year in workers’ compensation,” former
U.S. Labor Secretary Robert B. Reich said. Musculoskeletal
disorders are the country’s most costly category of work-
place injuries and illnesses. In addition to spending $20 bil-
lion annually on workers compensation costs due to
repetitive stress injuries, the United States spends another
$100 billion on lost productivity, employee turnover, and
other indirect expenses. One study by the National Institute
of Occupational Safety and Health, a research arm of the
federal government, found that a well-designed desk and
chair added 25 percent to the productivity of data-entry
clerks, who generally average $24,000 in salary and benefits.
Moreover, in another study by HumanTech, a Toronto-
based office design firm, absenteeism fell from 4 percent to
1 percent, error rates in documents were cut in half, and em-
ployees began using computers more often during_the work-
day following the installation of ergonomic furniture. In a
survey of working conditions, white-collar workers placed
having a comfortable chair only second in importance to ad-
equate lighting. Experts in office design estimate that a
properly designed office can add an hour or more a day to
worker output. Sitting is blamed for most of the lower back
pain that strikes 90 percent of Americans sooner or later at
an estimated cost of $70 billion a year. Deborah Kearney, a
consultant in ergonomics, writes that pressures on spinal
disks measure about 35 percent less while people stand than
while they sit unsupported.

The Buckstaff Company of Brockton, Massachusetts, re-
cently introduced a line of chairs and desks, Ergo Futura, that
it markets for those who work with data terminals and PCs.
The name for the line evolved from the science of ergonom-
ics, which studies the relationships between people and ma-
chines. The word comes from the Latin ergo (work) and
nomics (law or management) and includes determining
where to locate controls on a dashboard or any other ma-
chine, how high to make a desktop, and where a chair’s back-
rest should be to maximize support.

Studies indicate that bad backs are the second leading
cause of absenteeism among office workers and, overall, af-
flict an estimated 50 to 80 percent of the general population.
A Louis Harris poll conducted for Steel-Case, the largest

U.S. manufacturer of furniture, found that 54 percent of
surveyed workers felt that the comfort of their chairs af-
fected their performance. States Niels Different, an indus-
trial designer who has won awards for his chair designs, says,
“Sitting is an athletic activity. Tasks such as typing put a :750
percent additional Joad on the spine.“ Most office _chalrs
were never designed for use over long periods of time—
certainly not a full 8-hour day. Besides contributing to back
problems, a chair can restrict blood flow to the legs. w1th an
improperly designed cushion, put pressure on hip joints
with too soft a seat, and fail to dissipate body heat with the
wrong type of material, especially if workers are wearing
blended polyester garments. Consequently, workers are con-
tinually getting up and stretching to relieve stiffness, further
restricting productivity.

" Actna Insurance Company estimates that 45 percent of
workplace injuries—and 63 percent of total injury-claim
payments—are for cumulative trauma disorders such as
carpal tendonitis and carpal tunnel syndrome {CTS), which
strike people who do a lot of typing and other repetitive hand
movements at the keyboard. “Repetitive stress injuries (RSIs)
cost American businesses about $10.8 billion in 1995, or an
average of $12,000 for every case of RSL,” according to.CDT
News, May 1996. Symptoms of CTS include intermittent
numbness, pain, or a tingling sensation in the thumb, index
finger, or middle finger. According to the Bureau of I'.abor
Statistics, repetitive stress injuries have nearly tripled in re-
cent years. -

In December 1990, San Francisco passed an ordinance
requiring employers to provide office workers with' ad-
justable desks and chairs. The penalties for noncompliance
are up to $500 per day.

Through intensive analysis with the help of machines’

that measure blood flow through extremities, muscle con-

traction, and changes in the angles of body segments, Buck-

staff engineers have designed the Ergo Futura chair with the
following features:

1. A scroll edge, meaning that the front of the chair is
rounded off.

2. Support at the base of the chair, helping the back to

hold a slight forward arch.

A lightly padded seat cushion.

4. A backrest that hits the lower few inches of the
shoulder blades, facilitating relaxation.

5. Adjustable seat height, allowing changes within a 6"-9"
range.

6. Accessory footrests that eliminate dangling feet for
shorter people, who must raise their chairs to reach
desktops.

Ergo Futura chairs begin at $300, and the highest—price‘d
chair is just over $1,000. The latter top-of-the-line model is
made of “Pellicle”—as opposed to the traditional foam-and-
fabric office chair construction—allowing air to pass
through it so body heat doesn’t build up. Moreover, ‘this

b

chair tilts with the body as it moves, and armrests can be ad-
justed both vertically and laterally. This makes them approx-
imately $100 to $150 more expensive than comparable
conventional chairs. On its own, a properly designed chair
can add as many as 40 productive minutes a day—21 pro-
ductive days a year—for most office workers, according to
E. R. Tichauer, a professor of human factors engineering at
New York University.

In their research, Buckstaff engineers have found that
desks also have great impact on the productivity of those
working with data terminals. Machines that have the key-
board attached to the screen force users to adjust their pos-
ture to the machine, rather than the other way around. This
is especially true for people with glasses—Dbifocals in partic-
ular—who read out of only a part of their glasses and must
tilt their heads to read the screen. To avoid glare, workers of-
ten lean forward, backward, or sideways, wreaking havoc on
backs, wrists, arms, and necks. Furthermore, eyestrain is
likely if there is too much distance between the worker and
the screen.

Ergo Futura desks have been designed for maximum
flexibility. The desktop is split: one-half for the screen and the
other half for the keyboard. Each half moves independently
of the other and can be tilted either forward or backward.
Mavement is effected with cranks located under the desk;
some models even have electric controls that move the desk
up or down at the touch of a button. New enhancements in-
cluded retractable keyboard trays and separate shelves for
monitors, keyboards, and peripherals.

Ergo Futura desks begin at about $500 and can run as
high as $2,000. This makes them approximately 1% to 2 times
as expensive as more conventional desks. Of course, Buck-
staff believes that productivity gains will more than compen-
sate for the extra cost, and these savings should be present for
a long time, because both desks and chairs are built to last at
least 20 years.

Buckstaff believes that the potential for its new line of of-
fice furniture is immense. In Sweden and certain other couu-
tries, use of ergonomic desks and chairs is already required by
law for workers who sit at computer terminals. Just recently,
the Communications Workers of America (CWA) negotiated
a deal with Wisconsin Bell to buy $350,000 worth of new
chairs as part of CWA’s employment contract negotiations

with the telephone company.

Activity
1. Write down a list of features and benefits for Ergo
Futura office furniture,
Pip Pop

After extensive research and development, the Peter and
Greer Company of Cincinnati, Ohio, has created a unique
new consumer product—a carbonated, powdered soft
drink, sold in packets of six. All consumers need do is open
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a packet, pour the powder into a glass, and add water. Nu-
merous blind taste tests have proved the inability of con-
sumers to distinguish Pip Pop from traditional bottled soft
drinks. Pip Pop comes in either regular or diet form and all
the multitude of flavors of a typical bottled or canned soft
drink. The product has a number of distinct advantages. It
is vastly cheaper: $1 per 6-pack versus approximately three
times as much for traditional carbonated soft drinks. For
this reason alone, parents should find Pip Pop very appeal-
ing, and kids will be enthralled with the novelty of the
product. Of further convenience, Pip Pop will do away with
the need to return empty bottles or to dispose of cumber-
some aluminum cans. The paper packet in which Pip Pop
is sold is totally recyclable and ecologically sound, which
should appeal to consumers increasingly concerned with
maintaining the environment. Besides liking the product’s
consumer appeal, supermarkets and other mass merchan-
disers will be lured by the savings in storage space required
by Pip Pop, and the extra profits it will generate per foot of
shelf space over conventional soft drinks. Labor costs will
also be less for Pip Pop. Supermarket personnel currently
must sort out returned empty bottles to be picked up later
by local bottlers.

Pip Pop has been introduced in test markets in Kansas
City, Missouri and Green Bay, Wisconsin, In six months, it
has done very well, capturing nearly 5 percent of the soft
drink market. On a national basis this translates into millions
of dollars of sales and profits.

Pip Pop represents the first foray of Peter and Greer into
soft drinks, though they have a well-deserved reputation for
merchandising excellence in other product categories. Their
several brands of detergents, for example, control well over
50 percent of that category’s sales. Their sales of disposable
diapers represent a full 75 percent of all disposable diaper
sales, and their toothpaste brands have captured approxi-
mately a 40 percent share. As with all of their other products,
the Peter and Greer Company plans to support Pip Pop with
all of its considerable marketing expertise and resources. On
“rolling out” the product for national distribution, Peter and
Greer will invest a million dollars in network television ads.
Targeted for Saturday mornings and from 4 .M. to 6 PM.
weekdays, prime youth-viewing times, 30-second commer-
cials will feature prominent sports personalities drinking
Pip Pop and kids having fun making the drink. In one of the
ads, Michael Jordan, the popular basketball player, is shown
preparing glasses of Pip Pop for several of the children in
his neighborhood. Concurrent with media advertising,
coupons will be offered in local newspapers, mailed directly
to homes and enclosed in each package of Pip Pop. The
coupon, worth 20 cents off each 6-pack, will be in effect for
90 days. Special dealer offerings will become effective fol-

lowing the initial consumer couponing program and will
last for 90 days. Supermarkets and other retailers can take
advantage of a 20 percent reduction in the price of each case
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and of free-standing displays made available by Peter and
Greer. As with all other Peter and Greer products, there will
be the normal allowances for coop advertising—50 cents off
per case when the retailer meets requirements for local
newspaper advertising.

The profit margin for Pip Pop is comparable to that of
conventional soft drinks. Although its lower price will mean
less profit to retailers per sale, the unique savings of the
product versus conventional soft drinks should more than
compensate.

Activity

1. Write down a list of features and benefits for Pip Pop.

Muiticard, the All-Purpose Credit Card

Multicard is an all-purpose credit card with a worldwide
circulation. By presenting the card to merchants, holders
can gain immediate credit. The advantages of the card to
retailers are varied and significant. It expands their cus-
tomer bdse beyond those consumers who carry just the re-
tailer’s own card or charge account, which significantly
increases the number of potential customers. One of the
more telling arguments in favor of Multicard, given its
large customer base, is that surveys show retailers losing
sales if they fail to display signs showing they accept certain
cards. These studies show that many consumers are too
embarrassed to ask if their card can be used to make a pur-
chase. Shoppers simply leave the store without buying any-
thing at all. It is also true that those who have Multicard
tend to be younger, upscale consumers who have a college
education and are employed in professional or business
work. Multicard assumes the cost for collecting any unpaid
accounts, which total some 5 to 7 percent of accounts re-
ceivable for the typical store, eliminating the costs for re-
tailers of maintaining their own credit and collection
departments. Sales clerks are able to take advantage of
Multicard’s sophisticated computer system by dialing di-
rectly into the system to verify customer credit. Because of
the nearly instantaneous reply, customers are saved lengthy
embarrassing waits until their credit is approved, which
usually requires phoning the local credit bureau and wait-
ing for a clerk to look up the customer’s record, Because re-
tailers receive immediate credit for the amount of sale as
soon as they deposit Multicard slips, their cash flow is im-
proved; they need not wait for customers to pay their bills.
Of course, this frees retailers of the overhead of keeping
track of payments, printing bills, and mailing them out,
tasks typically calling for some sort of data-processing sys-
tem. Because Multicard advertises in local newspapers, on
television, and on radio, promoting the use of the card
along with the names of stores where it is honored, retail-
ers profit from free advertising. Consumers themselves like
the idea of needing only one universal credit card rather
than keeping track of numerous single-purpose cards. For

all of these benefits, Multicard deducts 2 percent from the
face amount of purchases made with the card. That is, if
the customer’s bill totals $100, Multicard immediately
credits the merchant’s account for $98.

Besides the convenience and additional credit it offers,
Multicard also attracts consumers with other incentives.
Multicard offers a 5 percent rebate on airline tickets and a 10
percent rebate on hotel charges. The cardholder, his or her
spouse, and other members of the family receive up to
$500,000 in airline/common carrier insurance when each
fare is charged. 1f a customer’s auto-insurance policy doesn’t
cover rental cars, Multicard will, saving approximately $10 a
day in extra fees. Multicard offers discounts toward mer-
chandise purchases from its own biannual catalog. Multi-
card will double (up to one year) the free repair period
offered by manufacturers’ warranties for purchases made on
its card and registered at the time of purchase in its Buyer’s
Assurance Protection Plan. Through another program, Pur-
chase Protection, it also insures retail purchases against
theft, fire, damage, or loss for 9¢ days from the date of pur-
chase, up to $50,000 per cardholder.

A new Multicard feature is its price protection feature. If
customers buy a product with the card, then find it elsewhere
at a cheaper price, Multicard will refund the difference. The
customer, though, must provide proof within 60 days that the
lower price was advertised in print.

Activity

1. Write down a list of features and benefits for
Multicard.

Falcon King Air

Many companies have grown dissatisfied with the cost and
especially the inconvenience of commercial air travel. Exec-
utives must reserve trips in advance of flying on commer-
cial flights; they cannot leave on short notice as with a
corporate plane. Commercial trips often involve time lost
waiting for flights (even greater with delays), switching
planes to make connections, and commuting from airports
far from city centers. Costs rise even further if employees
are forced to stay overnight because air service is limited. All
this is compotinded by ensuing ruined schedules, delayed
meetings, and even deals blown in today’s fast-paced busi-
ness world. Moreover, all this presumes that the final desti-
nation has an airport. Airline trunk routes serve only 250
airports mnationwide. Since 1984, major carriers have
clipped 65 airports off their schedules, and regional airlines
even more. Since “9/11” this trend has accelerated.
Business aircraft can often avoid the airline hub airports
and use noncongested reliever airports. The fact that busi-
ness aircraft have many choices of airport locations at many
destinations represents a major factor in the time-saving ca-
pability of business aircraft. Note in the map of Atlanta (see

Figure 6-4) the large number of landing-site choices for the
traveler with a business aircraft over Hartsfield International.
Clearly, reaching an airport from one’s residence or office and
returning from the airport generally are more convenient for
the traveler using business aircraft than for the traveler re-
stricted to flying on a commercial airline,

When one looks more closely, the difference in trip time
becomes more apparent for four reasons: (1) commercial air
carrier schedules may not be compatible with business ap-
Pointments; in contrast, with a company aircraft, little notice
is necessary before taking off; (2) intermediate en route
stopovers may- be at distant hub cities conveniently located
for the airlines, not the executive; (3) large, regional air ter-
minals may be hours away from one’s business destination;
and (4) airlines would like passengers to-check in 90 minutes
before an international flight and 30 minutes before a do-
mestic flight.

The impact of these four factors on overall trip time is
compounded on multiple-leg trips. If one calculates the av-
erage vilue of a top executive’s time, assuming 1,500 pro-
ductive hours of work per year, the savings can be
significant,

As stated, the most directly measurable tangible benefit
from business aircraft is time savings. It is generally recog-
nized that the value of an individual’s time is greater per hour
than just the direct salary he or she receives. Such values have
long been recognized and appraised in the insurance indus-
try in the offering and underwriting of “key man” insurance
policies for business. A key person may be thought of as a
valuable asset who is insured by his or her firm against possi-
ble loss in the same way that a building is insured against
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physical damage. To estimate total employment costs from
salaries or wages, businesses usually use a multiplier to ac-
count for additional compensation and fringes. Several
methods of analysis are used to determine multiplier values.
The most accepted of these would conclude that a multiplier
of 5.72 is appropriate for a senior corporate executive and
3.76 for middle-management and professional personnel.
For example, a senior executive with a salary of $200,000 per
year {approximately $100 per hour) has a time value to his or
her company of approximately $572 per hour. The respective
figure for middle managers and professionals (at a $100,000
annual salary) is $163 per hour, Savings for managers can be
considerable, then, since it is estimated that on the average
trip three extra hours are spent on commercial air flights ver-
sus the comparable flight on a corporate aircraft. If one
krtows, then, how many company executives (upper- and
middle-level) fly during the year, the number of flights they
makﬂ, and the average airfare, one can calculate the savings of
buying a company plane.
- . Moreover, for most corporate travelers, time spent trav-
eling is time lost—incredibly expensive executive time, Time
spent getting to the airport, waiting at boarding areas, éitti-ng
on crowded planes, waiting at luggage counters, and leaving
the airport, is all valuable time lost in the shuffle,
. But for some lucky travelers, the time spent traveling is
just the opposite. It's markedly more productive. These are
people traveling in company aircraft. They go straight from
their office on the ground to their office in the air—on
schedule. On board, they can discuss, plan, prepare, and re-
hearse in complete privacy. With an optional airborne tele-
phone, they can stay in touch with subordinates on the
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ground. Comments James D. Robinson, CEQ for American
Express, “I can do some of my preparation work for my next
appointment on the airplane. The onboard office is quiet
and there are few interruptions. If we need to have meetings
or conferences on board, we have room for that. We are al-
ways prepared when we land. As they say, wherever we go, we
hit the ground running”

Companies also get strategic and operational trip re-
sults from owning their own aircraft. Recently, AT&T ac-
quired McCaw, requiring senior AT&T executives to sit
down with institutional investors and large financial houses
worldwide to describe the value in AT&T stock for their pen-
sion plans, mutual funds, trust funds, and so forth, “Our
teams made presentations in two or three cities each day,” re-
lated AT&T’s CEQ. “This went on for a weel. Not only did
they have grueling presentation schedules, but they also had
to travel and show up fresh for each meeting. They did it us-
ing their own aircraft. They could not possibly have domne it
on the airlines” ' :

To hahdle the needs of companies understandably de-
siring their own planes, the Falcon Company of ‘Wichita,
Kansas, has developed the King Air, an economical two-
engined turbo-prop aircraft. The King Air has 607 cubic feet
of cabin space, some 37 percent more than its direct compe-
tition—enough room for up to six passengers and their bag-
gage. This extra cabin space also allows amenities not often
found in smaller business aircraft, such as a pressurized, ac-
cessible baggage compartment, a galley, a private lavatory, a
couch, conference/dining tables, and a television. The range
of the aircraft with a full load is up to 1,407 nautical miles;
the comparable figure for a jet is 1,528 miles. The plane
cruises at 350 mph, competitive with all other turboprop
business aircraft. At this speed, you could schedule a 9 AM.
meeting 350 miles away (say, Chicago to Minneapolis) and
still get a good night’s sleep, because flight time would be

only one hour. The commercial airliner between Chicago '

and Minneapolis is scheduled for an hour and ten minutes,
to allow time for taxiing, climbing to altitude, time in flight
pattern, and so on. On longer trips, of course, the higher
speed of the jet will work to advantage, but studies show that
the length of the average business trip is only about 350
miles. On such a trip, the most closely priced, comparably
sized private jet competitor would get you there 11 minutes
sooner, while consuming 67 gallons more fuel and offering
a much smaller cabin. In fact, the King Air delivers more
passenger miles per pound of fuel than any other airplane of
its size, propjet or jet. It’s no wonder that more than two-
thirds of all business airplanes are King Airs. The King Air
can help passengers reach customers or plants that more ex-
pensive executive aircraft cannot. It lands and takes off in
under 3,000 feet, meaning it can land on 94 percent of the
airstrips in the world, including unpaved strips. Often this
capability allows it to land closer to the site of the passen-
gers’ business trip than with the typical regional airport.

The King Air has been designed for maximum safety; it
can safely fly and land with just one engine. Every King Air
is flight tested for 12 hours. Every airframe, every wing, and
every system is tested and retested. All metal parts have
been thoroughly protected against corrosion with an 11-
step polyamide epoxy process. Moreover, controls for the
aircraft are simply designed and easily learned by any qual-
ified pilot within a short period of time, even those without
commercial airline experience. The King Air has a warranty
of 12 months or 150,000 miles, whichever comes first, and
many components have their own special longer war-
rantigs. Additional Gold Card warranty protection on the
entire plane can be purchased for two more years. The Fal-
con Company maintains a training school in Wichita for
flying and ground personnel. The school is open virtually
the entire year. The King Air possesses such a strong record
of durability and safety that it qualifies for the most favor-
able rates on hull insurance. The cost of the plane is
$4.2 million, approximately $250,000 more than direct
competitors but considerably less than jet aircraft, which,
while faster and less noisy, typically cost at least $0.5 million
more. Moreover, the King Air uses about one-third less fuel
than the average comparably sized business jet. In three
years, a jet uses as much fuel as the King Air does in four, so,
in comparison, the King Air flies every fourth year free. Al-
though the King Air is slightly noisier than jets, everything
has been designed to make it the quietest turboprop on the
market. This is the result of four steps:

1. The engines have been moved nearly half a foot
forward.

2. Four-blade propellers turn more quietly.

3, The inner shell of the cabin is shock-mounted to
dampen sound and vibration.

4. The inner shell is wrapped in both thermal and
acoustical insulation.

Another choice available from private leasing and
maintenance companies is “fractional ownership.” In sim-
plified terms, a company can buy a share of a professionally
operated and maintained aircraft and leave the “driving and
hassles to them.” Table 6-6 enumerates prices for fractional
ownership. '

Activity

1. Write down a list of features and benefits for the Falcon
King Air.

Financial Services Exercise

Your task here is more unstructured than for the products
and services just profiled. You are to assume that you have
been employed by a large financial services company (one of
your choice) to sell financial plans to the Swanson family,
who will be described in Chapter 8, “The Approach.”

. Beginning the Relationship Selling Process 205
Tab!e 66 Prices of Fractional Airplane Ownership
Share Level 1/16 1/8 3/16 1/4 5/16 3/8 7/16 1/2
Purchase price $264,000 %

: . 528,000  $792,500 $1,056,000 1,32

Ot . $1,320,000  $1,584,000  $1,848,000  $2,112,000
Month.Jy management fee $3.975 $5,790 $8.685 $11,580 $14,475 $17,370 $20,265 $23,160
Occupied hourly fee $725 $725 $725 $725 $725 $725 £725 :
Allocated hours per year 50 100 150 200 250 300 350 o0
Five-year utilization 250 500 750 1,000 1,250 1,500 1,750 2 ggg

Your first endeavor should be researching a financial
services company and learning its product line. Any bro-
kerage house, insurance organization, or other financial
specialist is a legitimate choice. Among the companies you

&

TS

might research are Aetna Casualty & Life, IDS/American
Express', Merrill Lynch, Prudential/Bache Securities, the
Sears Financial Network, Shearson/Lehman Brothers, and
E. F.‘ Hutton,

Go to http://finance.yahoo.com, www.hoovers.com/free, or
www.thomasregister.com and look up business information
for three companies whose products you use weekly: your cell
phone company, Coca-Cola, your favorite frozen pizza brand,

sports equipment, or computer equipment, What kind of in-
formation is provided? How in-depth is the information about
the companies? What kinds of things did you find out that
would be of use to you if you were selling to these companies?

—

Frederick F, Reicheld and W. Earl Sasser, Jr., “Zero Defections: Quality
Comes to Services,” Harvard Business Review, September/October
1996, pp. 105-111,

2. Eugene H. Fram and Martin L. Presberg, “Customer Partnering—
Suppliers’ Attitudes and Market Realities,” Journal of Business ¢
Industrial Marketing, Vol. 8 (4), 1993, pp. 43-51.

3. Christian Groonos, “From Marketing Mix to Relationship Marketing;
Towards a Paradigm Shift in Marketing,” Asia~Australia Marketing
Journal, August 1994, pp. 9-31.

4. Tan R. Macneil, “Contracts: Adjustment of Long-Term Economic
Relations under Classical, Neoclassical and Relational Contracts,”
Northwestern University Law Review, 1978, pp. 854-502,

5. lan R. Macneil, The New Social Contract, An Inquiry into Modern
Contractual Obligations, New Haven: Yale University Press, 1980; B.
A. Weitz and K, D. Bradford, “Personal Selling and Sales
Management: A Relationship Marketing Perspective,” Journal of the
Acaderty of Marketing Science, Vol. 27, No. 2, April 1999,
pp. 241254,

6. E Robert Dwyer, Paul H. Schurr, and Oh Sejo, “Developing
Buyer—Seller Relationships,” Journal of Marketing, April 1987,
pp. 11-27.

7. B.Joseph Pine, IT, Don Peppers, and Martha Rogers, “Do You Want to
Keep Your Customers Forever?” Harvard Business Review, March/April
1995, pp. 103114

8. C.Groonos, Service Management and Marketing: Managing the
Moments of Truth in Service Competition, Lexington, MA: Free
Press, 1990,

9. ] Carlzon, Moments of Truth, New York: Harper & Row, 1987.

16. Christian Groonos, “Froin Marketing Mix to Relationship Marketing:
Towards a Paradigm Shift in Marketing,” Asie—Australia Marketing
Journal, August 1994, pp. 9-31. ] :

11. Frederick E. Reicheld and W. Earl Sasser, Jt., “Zero Defections: Quality
Comes to Services,” Harvard Business Review, September/October
1996, pp. 105-111,

12, Joe Giffer, “Capturing Customers for Life,” Cambridge Technology
Partners, www.ctp.com, 2004, .

13, Rahul Jacob; “Why Some Customers Are More Equal Than Others”
Fortune, September 19, 1994, pp, 215-224.

14. ]cfhn R. Emshwiller, “Suppliers Struggle to Improve Quality As Big
Pirms Slash Their Vendor Rolls,” Wall Street Journal, August 16,
1991, p. B1.

15. Stephen X. Doyle and George Thomas Roth, “Selling and Sales
Management in Action: The Use of Insight Coaching to Improve
Relationship Selling,” Journal of Personal Selling and Sales
Management, Winter 1992, pp. 59—64.

16, John-Alofs, “I Just Called to Say ‘How are You?” ” Personal Selling
Power, July/August 1995, p. 60,

17.  Ginger Trumfio, “Anything for a Client,” Sales ¢ Marketing
Management, June 1994, p. 102.

18. Erin Strout, “Keep Them Coming Back for More,” Sales &> Marketing
Management, Februaty 2002.

19. Kathleen Cholewka, “Service Slowdown,” Sales & Marketing
Management, Novernber 2001.

20. Harvey McKay, Swim with the Sharks Without Being Eaten Alive:
Outsell, Qutmanage, Qutmotivate, and Outnegotiate Your Competition,
New Yorl: Ballantine Books, August 27, 1996.




