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Preface

Selling and being successful at it is what ultimately
makes or breaks a company. This goes for both high
tech and low tech, products or services, retail or
wholesale. Unless you can convince customers to
part with their money in exchange for what you
offer, your company will ultimately go under. You
may have a brilliant idea and strategy, you may have
great products, great people and strong investors
but without revenues, it is still just a matter of time
before your company will be gone.

Marketing comprises the various tools and ac-
tivities to make your potential customers aware of
your products and offering, and includes analysis
of the market and development of a marketing strat-
egy. It is essential to develop a well-prepared and
detailed marketing plan before any major sales ac-
tivity gets under way.

Sales activity can be seen as the execution of
your marketing plan. The most important aspects
of sales are the offering and how the value proposi-
tion is presented, the process of driving deals to a
close, and the people and resources you have avail-
able to make this happen.

The purpose of this publication is to outline the
most important aspects of marketing and sales in
young growth companies and to provide concrete
advice for the entrepreneur, CEO or sales manager.
It is our hope that this publication will prove useful
for new start-ups as well as for more established
companies as they expand their sales and market-
ing activities into new territories.

This publication was written by Johan Varland
and Cecilia Odelsparr from Headworker Consult-
ing, a management consultancy in Sweden assist-
ing growth companies with strategic business de-
velopment and setting up and improving their sales
and marketing activities. Gunnar Liljegren, Net
Sales pro mergo in Sweden and Jakob Stengel
Hansen, Chubb Insurance Company of Europe S.A.
in Denmark, have provided valuable input, which
has been incorporated into the final version.

Stockholm, June 2004

CONNECT Nordic
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|. Introduction

I.1. THE IMPORTANCE OF SALES
Considering how important sales are to a compa-
ny, the focus placed on sales by the business
media and academics is surprisingly low. Even in
business schools and university programmes that
specifically focus on educating businessmen, the
amount of time and effort spent on learning
about sales at best represents a few percent of the
curriculum. Most courses or case studies take the
top line of the profit and loss statement for
granted, or at best, take a strategic or theoretic
approach as to how revenues are generated.
Anyone who has had the experience of work-
ing inside a successful, growing company knows
how different this aspect is in reality. Selling and
being successful at it, is what ultimately makes or
breaks a company. This goes for both high tech
and low tech, products and services, retail and
wholesale. Unless you can convince customers to
part with their money in exchange for what you
offer, your company will ultimately go under. You
may have brilliant ideas and strategies, you may
have great products, great people and strong
investors but without revenues, it is still just a
matter of time before your company will be gone.
In a world where supply tends to be abundant
and demand is limited, this is all the more true.

“Let me tell you what | do: | sell. | sell all day long.There is
no time left for all that other mumbo jumbo stuff | thought

I would do when I first started this company.”

— Swedish entrepreneur in a recent survey.

1.2. START BY SELLING

So, when should I start selling? After a year of
product development or strategic planning? After
half a year? After three years?

The answer is that there is no reason not to
start selling immediately. Now is not too early.
You should probably start by selling.

It is of course possible to find examples of
companies that seem to have started selling far
too early; aggressively pitching a product or
service that does not exist. The problem with
companies that are perceived as selling too early
is, however, not often the fact that they are
selling, but how they are going about it. If it is
done properly, selling prior to development and
manufacture is sound business practice and
potentially fruitful for buyers and sellers alike.

It is far more usual, and consequently a bigger
problem, for companies to have a product or
service ready to ship but no or few orders or
potential customers. The notion that there are
products or service offerings that are good
enough to sell themselves is flawed but very
common.

An obvious advantage of starting to sell early
is, of course, the financing aspect. In some cases
the first customer can help to finance the entire
development phase or at least take the company a
few steps further before it will need new capital
from investors. A signed order, regardless of
when the customer pays, can also accelerate a
round of financing among new or existing inves-
tors by eliminating part of the commercial risk in
the company.



1.3. PURPOSE AND FOCUS OF THIS
PUBLICATION

The purpose of this publication is to outline the
most important aspects of marketing and sales in
young growth companies and to provide tangible
advice for the entrepreneur, CEO or sales manag-
er.

“How to succeed in sales and marketing” is a
very sweeping topic for a publication of this size.
The intention is to provide advice and examples
that are generally applicable, but there are also
situations where a focus is chosen.

As shown in the list [below], there are several
aspects that may affect how you should run your
sales and marketing operations.

Different situations affecting marketing and sales:

e Simple or complex offering.
e General or specific offering (with respect to

what function, industry or problem you are
focusing on).

e Small or large order value.

® To consumer or business.

e Product or service.

e National or international market.

e Focused or broad offering/portfolio.

The main focus for this publication is business-to-
business sales and more complex offerings vs.
consumer markets or less complex products and
large volume sales.

The first part of the publication is focused on
marketing and covers analysis and marketing
strategy, i.e. the planning of activities on the
market. The second part is focused on sales and
covers the sales process, the offer and how to
organize the sales efforts, i.e. the actual activities
on the market.

Successful sales
Sales process &

PLANNING EXECUTION
Customer offer
Customer Market Marketing
need analysis strategy

satisfied customers

Sales-people and organization

Fig. 1.1 Planning and execution of marketing and sales activities



2. Marketing plan

The purpose of a commercial business is to do
business by meeting customer needs. This is also
the essential idea of marketing. Whether your
business is based on products or services, targeted
to the private consumer market or Business-to-
Business (B-to-B), there are some basic questions
to answer in order to maximize your potential to
succeed.
e What customer need does my company fulfil?
e  Who are my customers?
e How do I reach my customers and make them
want to buy from me?

These questions should be answered in a Market-
ing Plan, which is an important part of the
company’s business plan (see Connect Sweden’s
Booklet “How to write a successful business
plan,” IVA-R 428). The plan outlines what to
offer the customers and how to reach them. The
following chapters give some step-by-step advice
on how to create a Marketing Plan, conduct
market analysis and formulate a marketing
strategy. The advice is general and there should
be something for all types of businesses to benefit
from. Most companies have limited resources in
terms of time or money, which of course sets
limits as to how much can be spent on in-depth

Checklist for content in the Marketing Plan

*  What is your clearly formulated value proposition?

*  What is your market and where is your market?

*  What are the market trends?

*  Which are your targeted customer segments and why?

*  Who are your competitors, including substitutes to
your product?

*  What is your unique selling point (USP)?

analysis or how much advertising can be pur-
chased. A golden rule is to keep it simple and to
gather enough information to make realistic
assumptions and then try the idea on the market,
with your customers.

2.1. MARKET ANALYSIS

A useful marketing plan should be based on facts
about market conditions and customer behaviour
and your analysis of market needs. The result
should be matched with your business idea to
form the marketing strategy for your product or
service. Although it is presented as a step-by-step
process, each suggested element of market analy-
sis in this chapter should of course be viewed and
analysed in combination to assess market poten-
tial and formulate your customer offering. The
most important outcome of market analysis is an
understanding of what participants, forces,
developments and trends in demographics or
regulation etc. drive the market.

Customer need

The starting point is to clearly identify, formulate
and verify the customer need that you believe
your product or service will fulfil. Put yourself in
the customer’s shoes. Customers will only buy

* How large is your market potential?

*  What are your goals in market share and sales?

*  What is your price and price sensibility?

* How will you distribute?

*  What is your estimated cost/budget for sales and marke-
ting?

*  What is your action plan for marketing?



A list of useful sources for your market research and analysis

* Search the Internet or a library for research reports in
your field, product area, or your geographic market.

» Search for statistics relevant to assessing your market
in terms of current size, state of the market and trends
for future development.

» Statistics or research reports can be found via statistical
bureaus, industry associations, consumer interest organi-
zations, public sector organizations, local or regional tra-

de associations, academic institutions etc.

your product if they believe it offers them greater

benefits than a competitor’s product. Some key

questions to ask in order to formulate your value

proposition:

® What problem does our company solve for
our customers?

¢ Does our company make/deliver something
better, faster, easier... than the competitors?

¢ Does our company provide something at
lower cost?

¢ Does our company provide something new
that did not exist on the market before?

¢ Does our company provide something that
exists today but that we are targeting at a
new customer group, for example, taking
something from our country and exporting it?

e If possible: quantify the customer benefit in
terms of lower costs, increased margins, saved
time.

What is a value proposition?

Your value proposition is based on what you know
about your customers’ problem or challenge, and on
customer need and your company’s ability to deal
with this. It should be possible to summarize your
value proposition in a single sentence that, in an
attractive manner, describes how, for example, pain
that is suffered by the customer can be alleviated or
even eliminated by your offering, and how little effort
or cost will be involved for the customer.

» Search for articles in the media; in the regular daily and
business press as well as the specialist press.

* Interview experts from industry, academic organiza-
tions, your customers’ customers, consultants etc.

» Contact trade councils for export markets.

* Interview potential customers.

* Look at competitors’ public information.

* Visit trade fairs or seminars.

Ask the customer

Secondary information from reports, statistics
and experts is useful, but the ultimate and often
easiest way to find out if what you are offering
fulfils customer needs, is to ask the customer. You
can use different methods depending on who
your customers are and the amount of resources
you can spend. Some examples are:

® B-to-B - phone polls, questionnaires or one-
on-one in-depth interviews with the custom-
er’s buyer and the users of your products.

® Business-to-Consumer (B-to-C) — focus
groups, street questionnaires or phone polls.

Keep in mind that even strong results from
customer surveys or focus groups can be mislead-
ing and that they should be used with caution.
People’s answers to survey questions are not
always a valid indication of how they actually
would behave in a real buying decision.

The two most efficient ways to handle this risk are:

e Formulate the questions in a way that puts
the respondents’ minds as close to a real
buying situation as possible and have the
respondents rate your offering among others
that they spend real money on today.

e Test the validity by piloting, trying to sell
(even early versions of) your product/service
to real customers.



The latter is far from easy, but any effort in this
direction will add valuable information and
insights to the survey results.

Competition and positioning

When analyzing the market, you should also
make sure that you know your competition.
Analysis should be used to further evaluate
whether or not the market has sufficient potential
for it to be in your company’s interest to enter it,
and if so, it is important to define which position
you will claim in the market.

An efficient way to begin evaluating your
own competitive position is a SWOT analysis.
SWOT stands for Strengths, Weaknesses, Oppor-
tunities and Threats, where the first two focus on
internal aspects while the two latter ones focus on
external aspects.

Your competitor analysis should answer the
following questions:

e  Who are the competitors? (Name them)
e What are their market share, revenues and
profitability?

Examples:

Strengths

* Patents and other intellectual property rights.

* Sustainable cost advantage.

* Exclusive access to resources, distribution, know-how
etc.

 Strong brand name and reputation.

Weaknesses

* Lack of patents and protection for intellectual property
rights.

* Unfavourable cost structure.

* Limited access to important resources, distribution,
know-how etc.

* Weak brand name and reputation.

e  What are their USPs and how do they com-
pete, and what does this require from you, i.e.
how will you be different and better than
each of them (your USP)?

*  What are their business models, pricing and
cost structures?

e  What does their SWOT analysis look like?

® Are there many small or a few big competi-
tors? What will be your role?

e Is the market easy or difficult to enter, what
are the natural and artificial barriers to entry?

®  What are the trends in terms of new compa-
nies entering the market now and in the
future?

It is important to take into account both direct
competitors and substitutes, where substitutes
represent products that provide the same custom-
er value, but through different means. Compa-
nies, offerings and products compete on many
levels. They compete for the customers’ money or
share of their budgets, for their attention, for
fulfilment of their needs etc.

Opportunities

» Deregulation or favourable regulation.

« Strong underlying growth in your market or
foundations for your market.

» Favourable changes in customer behaviour.

* Troubled competitors.

Threats

* Unfavourable regulation.

* Unfavourable changes in customer behaviour.

» Aggressive competitors with high strategic stakes.

¢ Trade barriers.



A unique selling point (USP) is in marketing language
referred to as a unique aspect of your offering that
makes it a superior choice (compared to competitors)

for your target customers.

Target segment

Why is it important to define your target seg-
ment? In order not to overestimate or underesti-
mate your potential and to be able to form a plan
on how to reach the customers, you need to
define the group of customers to target and
estimate how valuable they are.

The key to defining your target segment and
estimating market potential is to gather sufficient
facts to make assumptions. It is better to make an
estimate and be right to some extent, than to fail
to consider potential altogether or to spend too
much time on absolute accuracy.

The size of the segment is critical to success.
Targeting a broad segment initially may prove too
expensive for persistent sales and marketing
efforts. It is important to concentrate and yet
keep the target big enough to drive enough
volume.

Define your target segment

Criteria that define a segment are that customers
within the group should have common denomi-
nators that are relevant for your marketing, e.g.
exist in a geographical area that you can reach,
have the same industrial process or type of
equipment, or in the case of consumers, have the
same lifestyle patterns e.g. families with small
children.

The idea is to choose the segments most
profitable for you, target one segment at a time
and set a long-term goal. The steps include:

e Identifying the total market (the total group
potentially interested in buying your product).

® Identifying those groups of customers that are
the most interesting (will be most profitable

for you) because they

— Are early adopters of new products or
technologies.

— Will benefit the most from your product or
service (how your product matches their
need).

— Can be best reached by you.

— Are ready to pay the price you are asking.

— Constitute a large enough group in terms of
the number of customers, expected growth,
or money spent on your type of products.

e Use the competitor analysis to choose your
target segment and define how you will
differentiate yourself from the competitors

(your USP).

Possible segmentation criteria

B-to-C

*  Geography.

* Demography: age, gender, income, profession.

* Lifestyle: early technology adopters, environmen-
tally conscious, urban or country.

*  Consumption behaviour: frequency of usage,
application of product.

*  Purchasing behaviour: brand preference, price

consciousness.

B-to-B

*  Geography.

* Industry structure: company size, industry, niche,
location.

*  Operations: production technology, organization.

*  Purchasing behaviour: centralised or decentralised,
type of supplier contracts.

» Situational factors: urgency of need, order size.

Before you get started and address your target
group, make sure you understand which potential
customers within your target group will be easiest
to extract business from. These are often referred
to as “low hanging fruits.” “Easiest” is defined as
“those who require the least resources to close a
deal,” where resources refers to time and finan-



cial resources. By identifying the low hanging
fruits and start with them, you will save a lot of
valuable time and probably see real money
coming in from real customers significantly
sooner than otherwise would be the case.

Remember that it is also important to define
who the buyer is in order to optimise the use of
resources for marketing and sales activities. Who
is the buyer that orders your products; the eco-
nomic buyer or formal manager who makes the
budget decisions, and any other key individuals
you may come across that influence the buyer’s
decision. Find more on this in the chapters about
Sales.

Case | — Low hanging fruits

Background: Alfabravo Ltd. is offering high-end
services in the B-to-B market. Despite relative
success, the company considered the outcome from
sales activities disappointing. Alfabravo’s strong and
demanding owners grew increasingly impatient with
the sales performance of the company’s sales force.

Challenge: Alfabravo was targeting blue chip
customers despite a lack of track record and very
tough competition, and lost out in a large proportion

of tender offers.

Solution: To deal with the problem once it was
identified, Alfabravo made several changes to the
prospecting and selection process, refocusing its sales

efforts towards smaller customers.

Outcome: Increased focus, massively improved

success rate and strong increase in sales.

2.2. THE CUSTOMER

There are a few questions you should ask yourself
about your customers and the transactions they
execute. This is particularly important in busi-
ness-to-business sales, but can also be surprisingly
useful when dealing with consumers. The answers
to the following questions will affect many
aspects of your sales efforts:

e  Who is paying for what you sell?

®  Who is utilizing what you sell? Who is the
user?

e  Who is influencing buying decisions or utili-
zation? From an economic/commercial per-
spective? From a technological perspective?

® Does your product or service replace some-
thing or even someone?

*  How does your product or service affect the
business or life of the customers?

e Will any of this change when it comes to
repeat sales?

The questions focus on identifying the individuals
who may have an influence on the buying deci-
sion. Examples of such individuals are:

e The economic buyer.

® The gatekeeper.

e The functional advisor.

e The user.

e The loser.

The economic buyer is the individual who con-
trols the budget. In consumer sales it may be a
parent paying a child’s phone bills/cards, and in
business sales it may be the CEO or an operation-
al manager who gives approval for all procure-
ment above a set limit.

Other individuals may also influence the
decision and shape the process, but the economic
buyer is the most important person on the cus-
tomer side of a sales relationship. The reason for
this is that unless there really is an economic
buyer, there will be no deal.

The gatekeeper is usually an assistant, junior
manager or secretary screening incoming mail
and calls to the economic buyer or other impor-
tant individuals. If the sales person does not have
the right pitch to get past the gatekeeper, she/he
will never get the opportunity to reach the neces-
sary decision-makers with the pitch that was
carefully prepared for them.



The functional advisor bases her/his influence
on technical or procedural knowledge that is
important in the procurement decision. A good
example may be the Chief Technology Officer
(CTO) in a company buying hardware or soft-
ware. When the decision is a choice between two
or more alternative solutions or suppliers, which
is often the case, she/he may have a major impact.

The user’s influence is based on involvement
and knowledge of the operative situation. This
means that it will depend on what level of in-
volvement she/he chooses to have or is allowed to
have. One thing the user and the functional
advisor have in common is that they also may
exercise influence by initiating a buying process.

The loser may be any of the individuals
above, but is worth mentioning separately. The
label may sound cynical, but it is a fact that what
you sell may have an adverse effect on some
individuals’ daily work, career opportunities or
even their job security. Consider, for example, a
company selling IT outsourcing. The impact on
some roles within the buyer’s IT department is
obvious. It is wise to identify any possible losers,
including those who wrongly perceive themselves
as losers, in a situation where the organization
buys what you are selling. Having any of these
individuals involved in the decision process may
cause major problems.

Find out if there are people playing all of
these roles, identify the individuals and try to
understand what makes them push in either
direction and adapt your offering and your pitch
accordingly.

Define market size and set your goal

When the targeted customer segment is defined, it
is possible to make a more precise estimate of
market size and to set your goal.

The starting point is your estimation of the
total market size available in terms of the number
of customers or number of units of your product.
If you start a business involving a product or

service that is not available on the market today,

you have to be creative and make assumptions

based on the customer need you defined above.

e Take away the parts of the market that are
not relevant to you in for one reason or
another to arrive at an estimate of total
market potential for you in your chosen
segment.

® Make a forecast for the next 1-3 years.

e Establish a forecast of how you will build
business and take a share of the market: Will
you grow the market or take a share of the
market? How many customers can you reach
within 1-3 years based on the defined cus-
tomer segment and value proposition. How
many in year one, two, three and so on?

® Have respect for the challenge of entering a
market without a track record, brand or
reputation. Sales cycles are usually longer
than you expect, and being new in a market
or even trying to build a market will make it
even harder and more time consuming. Set
realistic goals.

2.3. MARKETING STRATEGY

The next step is to plan how you should act to
communicate your value proposition to your
customers. In marketing language this is called
the marketing strategy, and it normally includes
plans and activities for pricing, promotion and
communication. Distribution issues are discussed
under 3.2 Sales strategy.

Branding

Putting a lot of effort into branding may seem
premature to early stage companies, and if brand-
ing was all about spending massive amounts on
expensive brand building strategies and cam-
paigns, that would be absolutely correct. But
branding is as much about keeping your brand in
mind when making other business decisions. For
several decisions where the alternatives are not
very different with respect to cost etc., they may



well be very different from a branding perspec-

tive.

How customers perceive your company and
your products before they buy is, of course,
important. The perceived risk of buying some-
thing is much smaller if you have a good feeling
about the product.

What do your customers and other important
people think of when your company and your
products/services come to mind? Is it possible to
shape the links between your name and peoples
thoughts?

Yes, it is possible, but this must happen on
many occasions and over a long period of time,
rather than in a 30-second TV commercial or a
full-page ad in a trade publication.

e What do your products look like? How do
they feel and sound? How are they packaged?
Where are they sold and by whom? What
products are placed next to your product?

e How does your company sound when cus-
tomers call in? Switchboard, dial tone, mes-
sages, the music playing when you are put on
hold, how long you are put on hold, why you
are put on hold, first phrases etc.

®  What does your office/factory look like?
Where is it situated? Who are your neigh-
bours?

e Who are your employees? How do they
behave, look and sound? Are they honest? Do
they call back? (Very important for support
and help desk staff.)

e What does your written communication look
like? Outgoing e-mails? Letters? Sales bro-
chures? Logos? Typeface?

e  What activities is your company involved in?

* How is the media describing your company
and your products?

e  Who is using your products? Other compa-
nies or well-known individuals with strong
brands?

e What are your marketing activities such as
advertising saying and how?

Even though these aspects differ in importance,
the brand strength will depend on the combined
effect. If, for example, sales brochures and em-
ployees communicate contradicting messages, the
brand image will be blurred and consequently
weaker. If they instead are consistent and in line
with your brand values, your brand will grow
stronger.

Brand value and brand strength is difficult to
measure and in the end, the ultimate test of your
brand will be to what extent you are able to
make sustainable profits.

Ten tips on branding

I. Focus on what your business achieves for its customers.
Your brand is no good to you if it is not delivering what
customers want.

2 Take ownership of your brand. Pay attention to customer
needs, but be sure you still control what you want your
brand to mean to them.

3. Be honest.If you do not believe in your brand, no one else
will.

4. Keep your brand simple. Focus on a small number of key
brand values.

5. Be consistent. Every aspect of your business should make
customers feel the same way about you.

6. Be thorough.Look at all your systems to make sure they
help to support your brand.

7. Involve employees. Make sure they understand your brand
and believe in it.

8 Communicate your brand. Make sure every advertisement,
brochure and letter helps reinforce the same message. If
you have a logo, use it everywhere.

9. Meet and exceed what your brand promises. Failing, just
once, will damage your brand.

10. Manage your brand. Continually look for opportunities to
make improvements. And do not be afraid to make changes
to reflect shifts in the way you do business or new trends in

your market.

The ten tips are taken from the Business Link UK web site
http://www.businesslink.gov.uk/,crown copyright,and are

used with permission.



Pricing

The price is an important part of the offer, not
only because of its obvious impact on revenues,
but because it is a cornerstone of the market
position and the perception of value.

High or low

There are of course markets where it is very hard
to set your own price and not follow the competi-
tors pricing, but they are not as common as you
might think. Due to the misconception that the
market sets the price, many businesses, small and
medium ones in particular, end up with a price
strategy that their cost structure cannot support
in the long run.

The choice of a suitable pricing and revenue
model is directly linked to your cost structure,
size, growth pattern, market share and financial
stamina. It is also linked to your image, brand
and the customers’ perception of value. Whatever
customers say when polled, as a rule they are
more prone to look for value than price. The
exception to this rule is markets where the focus
on price has been fostered by competitors, regula-
tions or other market conditions, e.g. early, bold
statements on how cheap residential broadband
connections should be, plagued the market in
several countries for years by setting customer
price expectations at a level where few operators
could make money.

Economic psychology

There are established facts about how people

reason and make decisions in economic matters.

We will name just four here that could guide

decisions about pricing for a company.

® People tend to have non-linear perceptions of
linear price changes. A change from €9.70 to
€9.90 is perceived as smaller than a change
from €9.90 to €10.10. This is why supermar-
kets keep setting prices just below even
figures, despite the fact that the trick has been

used for decades and we know how it works,
it works.

e Unless there are comparisons available or an
established reasonable price level for a prod-
uct, people are prone to accept an arbitrary
set level as the basis for comparison. The
effect is that a buyer is haggling over the low
price as vigorously as over a high price, which
creates incentive for sellers to start out with a
high price.

e  When offered the opportunity to choose
between three different products at different
prices, people tend to pick the product that is
priced in the middle. To make use of this
irrational behaviour, a sales person can
arrange it so that there is always one cheaper
and one more expensive alternative available
to direct the buyer to the mid-priced item.

® Buyers act differently in a situation where
they have made an effort to get into a buying
situation, such as going to a shop, making the
first contact etc., than if they are pulled in by
the seller. Understand this aspect and make
use of the fact that a buyer is investing time
and effort into a deal and will usually base
decisions on this (ex-post, irrelevant) fact.

Other aspects of price than low vs. high

There are of course several other aspects of price

than what is described above. When you have

chosen the basic price strategy and decided to
deal with its consequences, there are ways to
mitigate the downside or enhance the upside of
the chosen strategy. A few examples are:

e Fixed or flexible price — choosing between
discount policies. Discounts can be based on
volume, season etc. and provided in an open
or closed manner depending on how public
you want the discount price to be. A frequent-
ly used means of hiding campaign discounts
and ensuring the product is not associated
with a lower price, is to add something to the



deal, such as detergent when selling washing
machines.

* Dynamic pricing — transparent price functions
that automatically pass on part of a cost
advantage to the customer. The parameters
can be based volumes, capacity utilisation,
demand or any variable affecting the cost of
production, delivery or service.

e  Multi brand & multi price — putting separate-
ly branded offers in several price segments to
make sure no customers are handed over to
the competitor without a fight.

Summary

Still the ultimate rule is to set the price based on
customer benefit/value rather than cost of pro-
duction or similar measures. The latter should be
used merely for checking that the business is
sustainable at the set price, not to set the price in
the first place.

Market entry

When entering a market where comparable

alternatives to your offer exist, it may be tempt-

ing to set a low price to grasp as much of the
market as possible. That is not necessarily wrong,
it may well be the right decision and many com-
panies are running a low price strategy with
massive success. It is, however, important to face
the consequences of such a strategy. The ques-
tions you should ask yourself before making that
decision are:

e Will we attract the right customers with this
price (are they in our target segment as
described in the marketing section)?

e Can we expect the customers that switched to
our low price offer to stay with us when our
competitors respond with a lower price?

® Price is perceived as a signal of quality or val-
ue. Will the main traits of our product/service
be enhanced or will they fade with this price?

e Is our cost structure and business model fit
for playing the price leader game?

* Do we have enough financial strength com-
pared to our competitors?

If several answers to these questions are no, you
should seek another option relying on a competi-
tive advantage other than low price.

The other principal competitive advantage
available is a differentiated offer, where the
differentiation ensures that it will not be com-
pared to the price leader on price alone. Differen-
tiation can take different forms, but all of them
fall into one of the following categories:
® The product or service is intrinsically differ-

ent, with higher quality, better look and feel

etc.

® The product or service is delivered in a differ-
ent and more attractive manner, e.g. closer to
or more convenient for the customer.

® The communication and presentation of the
offer creates a brand recognition or another
form of positive connotation that is not
derived directly from the product or the way
it is delivered.

The potential for differentiation does, of course,
depend on the specific product/service. Delivery
and presentation are described in more detail in
the Distribution and Promotion sections respec-
tively.

Promotion

Promotion is all about communication. You have
to tell the customer that you exist, what your
USPs are, and attract interest in buying your
products.

An important point to make about promotion
is the fact that it is a matter of communication
making it very dependent on language, culture
and national context. Even very promotion-savvy
managers have failed in repeated attempts to
streamline promotion activities across the globe.
Differences that seem miniscule from a distance
can be a lot bigger on the ground. Just consider



the differences between Estonia and Lithuania.
From a non-European perspective the differences
may seem small. The lesson for a growing young
company aiming to build an export business is to
work with local knowledge in each country or
region. Do not base decisions on superficial
similarities or similarities based on misconcep-
tions from an uninformed visitor.

Another perspective of reaching the customer
is how to organize your marketing and sales
resources. Find more on this topic in the chapter
about managing and organizing sales:
® Via the Internet.

e Via direct mail.

e Customer/call centre, telemarketing in-house
or outsourced.

e Own/outsourced sales personnel of different
categories.

® A combination of above.

Choices and sacrifices

You should choose the promotion activities that
are most effective for your product and customer
segment, i.e. where you reach the most buyers
with the least amount of resources. This is obvi-
ous, but how to achieve it is a different and much
tougher issue. Vast financial resources could buy
you all the market communication you would
want, but when resources are limited, your brand
name is unknown, and you are struggling to
reach break-even. You will have to make sacrific-
es.

Should you spend your limited resources on
building the brand in the long term or on driving
sales in the short term? This will depend on how
important a widespread brand name is and how
badly you need the short-term revenues.

Promotion, as with the distribution described
above, should be targeted to who the buyers are,
how they make purchasing decisions, when and
how often. In many B-to-B marketing cases, the
number of individuals you need to influence is
very limited. It may be the Chief Technical Offic-

ers of the 200 largest companies or the HR
managers in a few specific industries.

Another way to manage the balance between
brand building and short-term sales is to team up
with an established player with a strong brand. If
the offers are complementary and your company
has something to offer in return for the ride, both
parties can win. A young company can often
provide an established partner with traits that
potentially vitalise their brand name. The fact
that large companies are often represented and do
business around the world means that they can
also be the perfect partner for export efforts.

Examples of different promotion channels that

you might want to use

* Sales visits and presentations.

*  Advertising: Internet, newspapers, radio, TV,
cinema.

* Search engine optimization or advertising i.e.
buying the right to display ads when specific
search words are entered by a user.

* PR with product placements, articles about your
product or your company.

* Trade fairs and different types of exhibitions.

* Direct marketing via mail, e-mail, sms, tele-
marketing.

* Events.

e Viral marketing.

*  Seminars.

*  Monitor and benefit from the promotional
activities of major brands that are strong among

your target customers.

Examples of promotional materials to produce

and use

* Various presentation materials (including OH
presentations).

* Logo or trademark to set your products/business
apart.

¢ Sales letters, business cards.



* Examples of answers to customers’ questions
about your company, “the elevator pitch” and other.
*  Brochures.
*  Product descriptions/technical or functional data sheets.
*  Web.
*  Advertising materials in different formats.
* Trade fair — stands and displays.
* Demo or samples.
* PRkt

*  Proposals.

Marketing budget

The final but equally important step when planning

your marketing strategy is preparing a marketing and

sales budget.

When you have decided on an appropriate
marketing strategy and planned marketing activities
and resources, you can prepare a budget. Some simple
and straightforward advice is to:

* Make a wish list with the cost of all activities and
resources.

* Adjust and prioritize according to available budget
and ensure that your plan is feasible so that it is
realistic to create enough customers with the
budget you can afford. If not, make adjustments in
your plan of how to enter the market, narrow the
targeted customer segment etc.

* Calculate all marketing and sales costs: from
obvious costs for advertising and production of
material, to your own time, what it costs to invest
in entering a market with your chosen pricing
strategy and cost for customer care, service and

support.

PR and use of media

When you are building a new company and by
definition are starting out small, the various
media can provide your best marketing channels.
The media has its own agenda and will never be a
reliable partner, but from time to time, you may

have aligning interests. Your start-up may be the

underdog they need in order to have a great story
on a topic they would not be able to cover other-
wise.

By handling the media in the right way, you
can have an influence over what people think
about you and say about you in a way that
promotes your business.

There are several ways to get media coverage.
Newsmedia is driven by news and good stories.
Each time you have something new, there is
potential for media coverage.

You may have new products, new manage-
ment, new Customers, New investors or new
premises, but it is also possible to create news by
writing articles, columns, letters to editors,
participating as experts, conducting studies etc.

It is crucial to build relationships with jour-
nalists and to understand their profession; their
deadlines, what they consider a good story, who
they trust and what kinds of stories they are
looking for right now. By understanding what is
important to the readers/listeners/watchers, you
will know how to present your story to the
journalist. Media with nationwide coverage will
value national impact, while a local newspaper or
radio station will value how the story affects local
jobs, landscape and business. Trade publications
typically value industry relevance more than the
news aspect.

As always, building relations is not a quick
fix. Make sure the relevant journalists and editors
know who you are and what your company does.
Be generous in helping them understand your
industry and the markets you cover. Respond
quickly and always call back when a journalist
wants to get in touch with you. Companies that
hide from the press in bad times, get bad press in
good times as well. It may not be fair, but you do
not make the rules.

You can manage several public relationship
situations by using common sense, planning and
some good advice, which is freely available. But



there will always be situations when it would be
wise to use public relations experts. Public rela-
tions firms have established relationships with a
wide range of journalists and know all the tricks
of the trade. Situations when you should consider
using experts include:

When your company is under pressure or
public criticism.

When you need to communicate with the
media and journalists that you usually do not
have reasons to talk to.

When the outcome of the PR activities at
hand are crucial to your company’s success.
When you have a temporary peak in PR
activities.

The rules of relationship marketing

Relationship marketing can be powerful and very cost
efficient, but it requires attention and an understan-
ding of the logic.

A. Find and nurture relationships and maintain updated

databases with contact information.

Manage and refine contact information by creating
different segments or by grouping contacts by what
they can do for you and what you can do for them.
Are they potential customers, investors, suppliers,
supporters, employees, messengers, advisors, or a
little bit of each?

. Give to get — most people are prepared to give

something back, but those who give first and get
this good spiral spinning are usually rewarded.
Business relations can be personal, but their
purpose is not private.Your relationships may be
with friends as well, either because they started out
as friends or because they developed into friends
over the course of the relationship, even though the
relationship is still based on business.

Keep communication with your contacts relevant,
purposeful and interesting. A constant flow of
unfocused information will dilute the relationship.
Recognise and understand the concept of wider
circles of relationships and indirect connections.

Your friends’ friends will be your friends.



3. Sales

Sales can be seen as the execution of your mar-
keting plan. Describing execution makes the most
sense if it is made specific. That is why this
section in some instances focuses more on specific
sales situations. The aim is still to keep it general-
ly applicable, but when necessary, the focus
chosen is medium to high complexity business-to-
business sales with fairly high order value.

One of the most important aspects of sales is
the offer and how the value proposition is pre-
sented, the process for driving deals to a close
and the people and resources you have available
to make it happen. This is shown in figure 3.1
[page 24]. The offer itself should be built for
closing and the process should be built for mov-
ing the deal towards a close.

3.1. SALES STRATEGY & DISTRIBUTION

One key question in selling your products is
distribution and how to reach the customer with
your offering. You will have to understand how
the customer buys. Also, whether you have many
small or a few large customers, private consumers
or companies, whether you are selling a compo-
nent for another product or a product for the
end-users, you will have to determine the best
choice of distribution channels that will create the
most efficient customer relationships for your
products.

Far from all products and services are sold
directly to the end user. Cars, software, white
goods and some financial services to name a few
examples, are all sold predominantly via indirect
channels. This is true for consumer goods and
services as well as products and services sold to

businesses. Established businesses usually have a
multi-channel strategy and thus sell directly as
well as via independent channel partners.

An even more important aspect is the huge
proportion of products that are sold as sub
systems or input materials for more complex
products and thus delivered to the customer
embedded in the larger system or product, usually
invisible to the end user. This is also true for
enabling products and services, which play a role
in the production of other products and services
without even being part of the final delivery.

The basic decision is if you should deliver to
the end-customer yourself or if it is most appro-
priate or competitive to deliver through other
distribution channels. The different choices you
can consider among other distribution channels
are, for example, third-party retail business,
franchising, agents, wholesalers, shop-in-shop
partners. This topic is explored in more detail
below.

Channel strategy
A basic channel setup may include manufacturing
(several steps), wholesale, distribution, retail and
service. The primary reason for involving another
company and consequently giving up a part of
the revenue, is that the other company can per-
form tasks more cost-efficiently and successfully.

The choice of sales channels will depend on
factors such as type of product, type of custom-
ers, number of end customers, established distri-
bution patterns, customization and national-
regional-local circumstances etc.

The need for a certain channel strategy



changes over time. This is due to the product life
cycle and the market development as well as the
changing capabilities of the company itself.

Despite some spectacularly successful examples of

direct sales models (Dell being the most prominent

example), the importance of indirect channels has

increased over the last few decades. This change has

been driven by several trends reinforcing each other:

* Increasing selling costs have made it even more
important to grow a customer account to make it
profitable. A distributor is better equipped to
aggregate a product portfolio that covers the
customers’ needs.

* New buying behaviour generated by Just-in-Time
and similar changes in industrial processes has
been met by efforts by major distributors to use
information technology to lock in customers and
suppliers.

* The strong trend towards consolidation in
distribution has made big players grow bigger and
made them increasingly harder to circumvent for
manufacturers.

This is not true for all industries and geographic

markets, but it is definitely worth considering how

the existing sales and distribution structure in your
target market affects your ability to reach customers
directly.

In the beginning, in particular for B-to-B sales, it
is important to have direct contact with the end
user in order to get direct feedback from the
customer. This does not necessarily mean that
you should operate without distribution partners,
just that you should make sure you have some
kind of direct presence in specific moments
during the sales process.

It is usually easier to enter a new market or
launch a new product/service with an indirect
sales strategy, i.e. working with established
distributors and sales channels. This is also true

for export sales where the distance between the
company headquarters/operations and the market
increases the need for local expertise and pres-
ence.

It is expensive to set up your own distribution
channels while it is cheaper to use distributors
who already sell other products to your potential
customer. Keep in mind that it will seldom be
sufficient to have them carry your products. You
will have to take measures to ensure that they are
committed and give your products priority. This
can be achieved by training, sales support and
sales incentives such as bonuses, marketing
kickbacks and sales competitions etc.

By building market presence via distributors,
a manufacturer can tap into local knowledge of
buying behaviour, retail structure etc. When the
brand or the product is established with a strong
presence in the market, it may be common sense
to set up a captive distribution operation.

A channel strategy is, however, not easily
changed, as it shapes the company, the customers’
perception of the products and the competitive
landscape as a whole.

The various roles of distributors can be
described as follows
Distributors are either independent from the manufac-
turer or captive (owned partly or entirely by a
manufacturer). Distributors are characterized by the
fact that they buy the goods and own them until they
resell them, even though this may be for a very short
period. They may be focused on specific geographic
markets or industries and aggregate large numbers of
products.

Agents or manufacturers’ representatives operate on
a commission basis, and thus never own the products
they sell. In many other respects, agents are similar to
distributors. Agents are very common in technology
markets in Asia and in North America. For historic
and cultural/language reasons, Europe has traditionally

been harder to reach through an agent structure.



Brokers usually act as matchmakers without
owning or even handling the goods. Brokers are rarely
found outside commodity or near-commodity
markets and make the most contribution in markets

with high volume sales and volatile supply or demand.

Depending on the role of a distributor or agent, a
direct sales force may still have a very important
role to play. If the distributor is focusing on
inventory, logistics, order handling, aftermarket
service or customer credit and not on proactive
sales, a direct sales force will have to work the
target customers, close deals and drive orders to
the channel partners. In other cases the role of the
sales force will be to work the various parts of
the channel, such as the distributors or the retail
outlets, to make sure they push our products
downstream in the channel. This role usually
includes training and coaching of partners’
employees and negotiation of margins.

Questions you should ask yourself when

deciding on a channel strategy are:

» Can we reach our target market efficiently without
partners in distribution, sales or service?

*  What is most important to us in a channel partner
relationship? Inventory/logistics, sales, service or
some other aspect?

*  What kind of distribution partner would we prefer
given our products, our financial strength and
willingness to assume various risks?

*  Who (except for our competitors) has market
coverage/reach?

*  What kind of deal can we make with them when it
comes to terms and conditions such as prices,
volume discounts, marketing support, warranties
and return policies?

* How will these aspects change over time and what
impact should this have on our decisions in the
short term? This is important since an established

channel strategy is relatively difficult to change.

Remember that indirect sales is a game of
relationships. Both parties invest in the relation-
ship and have reason to protect that investment.
But it is still important to understand that you are
business partners, not friends. The channel
partners sell your goods because they make a
profit from it.

It is usually important to find a distributor
who does not sell competing products and who is
prepared to sign an exclusive agreement for
distribution in a specific territory or segment and
accepts clauses on minimum sales volumes or
investment commitments. In cases where distribu-
tors carry your competitors’ goods as well, you
will have to compete hard for your distributors’
attention and commitment. It may seem like the
distributors have the upper hand on you, but just
as the distributors can play their suppliers against
each other, suppliers can play distributors against
each other too.

This entire section is based on the assumption
that you are a manufacturer considering how to
reach a market. Regardless of whether this is the
case or not, you should also consider another
perspective. If your company has customer
relations, local knowledge and presence in a
market you may have a profitable business case
offering others access to your channel.

Summary - the pros and cons of indirect sales:

Pros

» Distributors and resellers represent another
channel to the market.

* The distributor’s credibility will rub off on your
products.

* Tap into your partners’ knowledge and network in
the market.

» Potential cost savings in inventory, logistics, sales,
customer support, service, financing.

* Better control of what your competitors are doing
(provided they use the same channel) and another

perspective on market development.



* Potentially better visibility and accessibility for the

customers.

Cons

* Less control, e.g. over how your offering is
presented to the customer.

* You have to give up some of the revenues to the
channel partners.

* Potential pre-launch leakage of information about
new products, prices.

» Time, attention and financial resources have to be

invested in the relationship.

Franchising

Another option for indirect sales is franchising.
Franchising is often used for retail sales, but there
are examples of wholesale franchising too. There
are numerous successful global franchising
operations, especially in fast food and various
services. Franchising enables fast rollout and
retained control over how your products or
services are presented. This is done by dividing
the roles between the franchiser and the fran-
chisee in very clear agreement that is standardized
across franchisees. The franchiser usually takes
responsibility for the brand, advertising, cam-
paign planning and training of franchisee staff.
The franchisee is usually responsible for local
management and sales, and ensuring that the
outlet is run according to the (often very specific)
instructions stipulated in the contract.

The franchisee running the business pays
fixed and variable fees to the franchiser for the
right to use the brand and send staff to training
etc.

Franchising requires a high level of diligence
in recruiting franchisees, as they must be able to
run the business autonomously within the in-
structional framework. It also requires rigorous
legal formulation of franchising contracts and
very clear communication of instructions.

Providing a company can gain access to local

expertise in recruitment and legal matters, fran-
chising can be a suitable way to rapidly establish
export sales in several countries.

3.2. WHAT AREYOU OFFERING ANDTO
WHOM
You have made your analysis and identified the
target segment(s), but your customers are still a
fairly intangible quantity of organizations or
individuals aggregated into a segment or group
with some common denominator.
In order to turn your plans into action, you
will need a clear understanding of:
e  Who are the customers and how do they do
business?
e How you should pitch your value proposition
to these customers?
* How you should use pricing to get the deal
and make it profitable?

Building the pitch

After reading the marketing section, you know
your customers’ pain and how to formulate the
value proposition. Now, with a more specific
understanding of the customers, you can build
the pitch that helps you move through the sales
process towards a successful close.

Adapting the pitch to the audience

Keep in mind the different individuals and their
roles described above. You need to adapt the
pitch to each type of situation you are in. For
each step in the sales process, there is a tollgate
that you need to pass through. Some gates are
wide open, while some are very difficult to get
through.

Since the value proposition is something you
communicate explicitly, the pitch will have to
appeal to considerations that are legitimate in the
specific forum. When pitching the value proposi-
tion for your enterprise software, for example,
you will have to focus on how it saves cost and
generates new business rather than how it in-



creases the relative power of the CFO in the
organization. If the CFO is an important deci-
sion-maker, the more detailed pitch will of course
also convey the vision of how the software will
help him/her to succeed in his/her role.

This is not unique to business-to-business
system sales. In consumer sales there can be
several aspects such as fashion, peer pressure or
self expression that are central or instrumental to
the buying decision, but that are difficult or
impossible to state explicitly in the pitch. A good
pitch focuses on the uncontroversial and open
considerations, but is at the same time able to
convey at least a hint of deeper desires.

Make sure you understand how perceived
scarcity and time limitations affect buyer behav-
iour. People, no matter how smart and rational
they consider themselves, tend to make faster and
less thought-through decisions when presented
with scarcity and time limits. If you do not have
real scarcity or time limits, you should create
them artificially. This can be done simply by
creating a limited number of products or intro-
ducing deadlines for your offers.

3.3. SALES PROCESS

The purpose of a sales process is to provide the
sales persons and the sales managers with a
structured approach they can rely on. Even an

experienced sales person or sales manager bene-
fits from a structured approach and some degree
of formality. Sales may seem very simple, but the
structure also allows the individual to focus
attention and creativity on the tactics and the
interpersonal aspects in the sales/management
situation.

Steps and activities

What steps and activities you need in your sales
process will depend heavily on what you are
selling and to whom. What is described here is a
generalised process for fairly complex B-to-B
sales.

All activities, from presentations/meetings and
onwards, require the preceding activity to be
properly completed before they begin. To make
sure this is the case and to make sure your proc-
ess is in line with the buyer’s process, the tools
described later on include tollgates and checklists
that need to be completed before proceeding.

It may seem rigid, but that is what makes it a
process that can serve its purpose and provide
structure.

Prospecting

In most B-to-B sales, prospecting means turning
the sometimes huge number of unnamed, uniden-
tified customers in your target segment into a
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contact list of named customers that you have
reason to believe are worth contacting.

There are both commercial and public data-
bases to query for a sample of customers. The
services range from plain yellow pages to more
advanced batch queries to databases. Usually you
can get consumers as well as businesses from
these databases, though information about
consumers other than contact data is quite scarce
due to obvious privacy and integrity issues.

Other sources of contact information are
spontaneous responses to marketing activities,
visitors to your website, participant lists and
collected business cards collected at seminars and
trade fairs. What you get is the raw material for
prospecting. To turn the entries in these contact
lists into prospects, you need to find out who is a
potential buyer and who is not.

Money and resources are usually spent most
effectively if you can make some pre-evaluation,
enabling you to pick the most interesting pros-
pects. If the data sources allow for more ad-
vanced selections, this is often a smart way to get
good quality from the start. In the case of B-to-B
sales, you can always find useful information in
trade magazines and business dailies, or from
former colleagues or friends who know someone
or who buy the potential customer’s products.
Even the smallest piece of information will make
it easier to know if the company is a potential
buyer and will also help you make contact and
communicate with the company in a relevant
manner.

An interesting alternative that may blur the
boundary between prospecting and first contact is
to conduct a market study. This would normally
be part of your marketing analysis efforts, but
here it is used to build the prospect list or to
make first contact. That way the cold call (or e-
mail, letter, fax) will offer something that can be
easier to accept than an outright sale or a sales
meeting. This, however, is approaching the next
step in the process.

First contact

The first contact is typically made by phone, but
also by e-mail, mail, fax or in some cases, even a
Visit.

First of all, you need to decide whether to use
in-house resources or a service provider. Some
telemarketing call centres are experts on cold
calls to make the first the contact to find poten-
tial buyers, schedule sales meetings or perform
market studies.

The down side of using outside resources is
that you risk losing important information about
your prospects. Depending on how you pay for
the service to the call centre, there may also be
other problems. If you, for example, pay a fixed
amount for each scheduled sales meeting, you
cannot always expect the highest quality meet-
ings. Some of these problems relate to call centre
quality, while others are lasting problems that
will always require attention regardless of what
call centre you are using.

Call centres can be very useful and buying
telemarketing services is a management skill you
develop.

As a rule of thumb you should keep the

following calls in-house

» Calls that require deep knowledge of your
organization or the offer.

* Calls that have a potential for building personal
relationships with influential individuals.

* Calls where complicating factors such as distance,
cultural differences or languages are of low

importance.

If you decide to keep calls in-house, there are a
few guidelines you should keep in mind.
Telesales is a numbers game, and that is true
for cold calls in particular — if 100 calls generate
12 hits then 1,000 calls will generate 120 and
10,000 will generate 1,200. It is easy to under-



stand that the key success factor is high activity
and persistence. The hit ratio will of course
depend on what you are trying to accomplish, but
for cold calls it will never be very high. This also
implies that cold calling is sensitive to labour
cost. Keep track of what you pay (in time and
money) in relation to the relationships and
business this activity generates.

Sales calls to qualified prospects (or estab-
lished relations) are completely different from
cold calls. Phone calls are very cheap compared
to meetings, cheap for you and for the buyer as
well. The purpose of this kind of call is to take
the sale as far as possible in the phone call to
make sure a meeting can start off from a high
level with an established understanding of the
specific customer need etc.

A typical tollgate for entering the next step
could be a clearly identified customer need.
Without a clearly identified customer need, you
risk running meetings with non-buyers, wasting
time for both parties. Still, in a market entry
phase, a new company without a very well
known brand name would probably not be too
picky in this aspect. Tollgates are more important
in the next steps.

Moving to a close

It is important to make use of the value proposition
and the USPs in a manner that takes you the entire
distance to a close. Apart from dealing with various
people, you also have to acknowledge and deal with

each step in the customer’s buying process.

A powerful way of doing this can be to walk the buyer
through an individual version of the customer need
analysis described in the marketing section. By letting

the buyer talk about needs and challenges, and pick up

The most acute need of the buyer is often called the

burning platform. It represents an issue that has to be

addressed. Once it is identified and confirmed, you can

help the buyer explore its impact and then wind to a

close by visualising your capabilities to help solve the

problem.What you have done is that you have created

a drama out of your value proposition that makes it

very obvious to the buyer and you can soon take the

next step by making your proposition and eventually

moving on to close the deal.

I. Diagnose 2. Explore 3.Visualise
reasons impact capabilities
Open Tell me about Besides What is it
it, what is yourself, who going to take
causing you to | else is impacted for you to
have this ... by this (repeat solve this
(repeat pain)? pain) and how (repeat pain)?
are they Could | try a
impacted? few ideas on
you?
Control Is it because? Is this (pain) What if there
also causing ...? were a way
If so, wouldn’t foryouto ...,
(title) be would that
concerned! help? What if
you were also
able to ...?
Confirm So, the reasons | From what | From what |
for your just heard just heard, if
(repeat pain) (repeat the you had the
are! who and how), ability to ...
this isn’t just (repeat
your problem capabilities),
buta ... could YOU
problem solve (repeat
pain)?

Source: Solution selling, Michael T Bosworth

the threads that take you forward and nail them down
with concrete questions, you can establish a shared
understanding of this customer’s need. This is descri-

bed in the matrix below.

Meeting/presentation

This step is often, but not necessarily, a meeting,
though it requires a rich interactive discussion
that usually can only occur in a meeting face to
face. Cases where it can be a phone call or a



video conference etc. are when you have a very
well-established relationship with the counterpart
or you have deep insights in the buyer’s business.
Depending on the buyer’s processes, this step may
also take larger proportions, such as a workshop
or a meeting involving several people from the
buyer’s organization.

The purpose of the meeting/presentation is
partly to establish a relationship (unless this is
already done), but the most important objective is
to gather enough information to make a killer
proposal. It is instrumental that you get the
counterpart to talk about challenges and needs in
the area where your solution is effective. Since
most people enjoy talking about themselves, their
opinions and what they do, they usually talk a lot
unless you interrupt. Let the counterpart have a
large part of the airtime and concentrate on using
your time to ask questions that direct the conver-
sation in the desired direction. Discipline and
curiosity will take you far.

The need for rich communication also means
that in export sales, where you are always meet-
ing people with a language and cultural back-

Checklist for sales meeting preparations:

* Get facts about the counterpart before the meeting
— Size.

— Business.

— In the news recently.

—  Etc.

* Find out their primary need or challenge in our
solution area

— Ask open questions to spur conversation.

— Let the counterpart speak but direct their
line of thought with questions.

— Identify their challenges and needs.

— What activities are they running at the
moment?

— Are there internal initiatives affecting our
offer?

ground that differs from your own, it is wise to
bring someone local to help you, regardless of
whether you think you understand the language.

For further suggestions and a more detailed
example of how to run this type of meeting
efficiently, see the box on page 26 “Moving to a
close.”

Other important traits for successful meetings
are of course presentation skills, interpersonal
skills and in-meeting time management. To enable
full focus on the dynamic and unpredictable
aspects, nail down everything else in simple
checklists and cue cards.

It is very important to have clear tollgates
before moving on to the next step. What tollgates
to keep by the end of this step and the next,
depends on the situation. All tollgates are there-
fore listed under Follow-up.

Follow-up

Follow-up should take place within a few days or
earlier if that was agreed upon, and may take the
form of a phone call, a letter or an e-mail. It
serves several purposes:

—  What solution are they running today?

* The counterpart’s awareness of need

— Who is responsible for this issue?

— Signs of awareness?

— Problem identified and considered important?

—  Willingness to deal with the problem?

* Decision process/influential individuals
— What is the role of the individual we are
seeing?
— What is the decision process?
— Who decides? Name/function?
— Who has got the budget and about what size is it?
—  What kind of arguments would convince the individual

we are seeing?



® The counterpart will be reminded about your
meeting which will strengthen the impression
and keep you top-of-desk and top-of-mind.

*  You get an opportunity to fill in important
things that did not come up in the meeting.

*  You can seek further information and confir-
mation to ensure your coming proposition is
meeting or exceeding expectations.

This step is important because it helps you keep
control of the situation as you approach the very
critical step where you make your proposal. You

usually have one shot at making a killer proposal.

Make sure you wait until you know where to hit

and until you are close enough to succeed.
Suitable tollgates will depend on what you

accomplished in the previous step, but combined,

the tollgates from meetings/presentations and

follow-up must include:

e Knowing for sure who the economic buyer or
decision-maker is.

e Confirmation from the buyer that they have a
clear and burning need for something we can
offer.

Case 2 — Unbiased measures of progress facilitates
flow

Background: Charliedelta Inc.is offering a complex
B-to-B service package to large and mid-sized
corporations. Being backed by major venture capita-
lists, Charliedelta has the cash but not the liberty to

fail or even to move a bit slower.

Challenge: Very long sales cycles with several cases

stuck halfway.

Solution: New quantitative and qualitative criteria for
progress in the sales process. Rules for dropping slow
moving sales cases and a greater inflow of new

prospects to replace dropped cases.

Outcome: Massive increase in sales activity. The
number of progressing cases in the sales pipeline grew

five fold over six months.

e Agreement about the next step — i.e. you will
come back with specific suggestions in a
proposal.

e A very clear image of what that proposal will
have to include to meet the expectation of the
buyer.

Proposal

The proposal design will depend entirely on what

you are selling and to whom. What is universally

important though is that you keep control of the
process by staying in touch with the buyer. Some
basic rules in complex B-to-B sales are:

* Make a final phone call before finishing the
proposal to set expectations, make sure you
got it right and find out if there is something
new in the buyers’ view of central issues.

* Do not send a complex proposal to the buyer —
schedule a meeting and present it. This way
you can handle questions and potential misun-
derstandings and know for sure that the buyer
has read and understood your proposal.

e If there are several decision-makers, make
sure they are all present.

A specific example of a fairly complex solution

sale could be the sale of a climate control system

for an industrial establishment. A proposal for a

system with this level of complexity would have

to include (apart from regulatory requirements):

e Background, situation and challenge, need or
problem.

® Purpose and goals.

* Required system specifications.

e Description of suggested solution.

e Schedule and activities.

e Deliverables.

e Team and competence.

e Referrals to earlier installation.

e Subcontractors and parallel processes.

® Roles of buyer and seller.

¢ Limitations.

e Terms and conditions including price.



Tollgates before initiating negotiation could

include confirmation that:

e This is the kind of solution the buyer needs
and the buyer believes that it will solve the
problem.

*  Your company is considered a credible part-
ner in this project.

e Unsettled issues are limited to terms and
conditions and solution items that can be
changed without comprehensive and unpre-
dictable second order effects.

Negotiation/closing

Regardless of the number of potential aspects,

negotiations tend to focus on price. Despite the

situation-specific nature of negotiations, there are

a few general rules that may help you to be

persistent, creative and to succeed:

¢ Do not discuss the price unless you have to.

* Avoid having to discuss the price by preparing
at least five different issues to discuss before
accepting a price discussion — many negotia-
tors give up after a while.

e  When forced into a price discussion, suggest
that a component of your product or service
is lifted out of the deal when the price is
lowered — this protects the perception of
value.

e  When forced to lower the price, find a way to
describe the price afterwards that does not
show the price cut or at least does not empha-
sise it.

® Be creative by involving a wide array of issues
that the buyer might be interested in adjust-
ing. The more different issues there are, the
bigger the chance that you find something
that someone can accept and value higher
than the cost for the counterpart.

When doing business on export markets, make
sure you understand the negotiating culture of the
specific market or culture. There are often sub-

stantial differences even between neighbouring
countries and sometimes even between regions
within a country.

Implementation/delivery

Implementation is a post-sales opportunity to
create sales. The way your company acts in this
phase, the information gathered and the individu-
al relations established represent the starting
point for recurring sales, added sales and cross
sales. By identifying implementation and delivery
as a sales opportunity and making the employees
involved understand their sales role in this, a lot
can be done to increase the probability of success-
ful added and cross sales. What the customer sees
as the fulfilment of your sales contract and the
last step in their buying process is really the
initiation of customer care and the first step in
the next sales process.

Customer care is the day-to-day aspect of
account management. It is about how you assume
the responsibility the customer gave you when
signing the deal and it is about how you listen,
understand and get to know your customer to
develop the account. By broadening the contact
base, you also increase the switching costs and
the barriers to entry for your competitors.

When calculating profitability in a deal or in
a customer account, you have to factor in the
sales costs. It is obvious that the costs incurred by
initiating sales in existing accounts and estab-
lished relationships are significantly lower than
those incurred by winning new customers from
scratch.

That is why the returning loop from customer
care that is shown in the sales process figure is so
important.

Tools and framework

The tools needed to succeed in sales are of two
principal types: tools for the operative sales
activities and tools for managing sales.



The operative tools include:

e Client journals with clearly defined progress
steps and time frames for each step.

®  Guidelines or rules for dropping or freezing
clients, initiating cross selling etc., specific
moves to be made depending on progress or
lack of progress in the sales process.

e Contact logs that help the sales person keep
track of what has been said, by whom and in
whose presence and that ensures high activity
on each client account.

e Templates for letters, e-mails, meetings and
phone calls etc. to ensure action.

®  Checklists for argumentation, negotiation and
closing.

The sales management tools include:
e Simple sales reports where individual sales
persons fill in a few of the most important

Case 3 — Set specific goals, measure, follow up
and act

Background: Echofoxtrot, a growing company
offering business process outsourcing, had not
reached its sales budget in several months.The
company’s services attracted interest from potential
customers, but the number of closed deals was very
limited. Most customers used one service from the

product line rather than several.

Challenge: Understand why sales are sluggish. Get
the offer in front of the potential customer at the
right time. Increase sales activity and creativity in

expanding business with existing customers.

Solution: A thorough effort to identify accessible
deals predominantly with existing customers and an
action plan to win these expansion contracts. Specific
individual goals for sales activity, a system for measur-
ing and following up goals, as well as clearly communi-
cated consequences of failure to reach goals.

Outcome: Echofoxtrot beat the sales budget for five

consecutive months.

statistics such as number of calls, meetings,
dispatched proposals/offers, closed deals or
specific progress in key client accounts — these
are used primarily to make coaching and
evaluation more efficient and offer “self
management” between meetings.

e Aggregated sales reports with the most impor-
tant statistics presented as decision support
that makes it very clear what part of the
process is on fire (some part always is!).

e Key account alert — an early warning when an
important customer account needs manage-
ment attention.

Do not be intimidated by the content of these
lists. Tools should be simple and easy to use
rather than advanced and complicated. Have a
few cards or sheets in whatever format or medi-
um (paper, computer file) the sales person finds
easy to use. Tools that no one uses and forms that
no one fills out are useless.

A word of caution: Most sales software and
even some modern business systems offer fantas-
tic possibilities for reports and tools along the
above lines. That is great when it is implemented,
running and adapted to your specific business.
Make sure that you are not dependant on a new
system to perform the selling activities and keep
using old systems parallel to implementation of a
new one.

Customization vs. standardization

For a new company trying to reach pilot deals
with larger buyers, customization may be the key
that opens the door to the giant counterpart. In
some situations it is the only option available.
This is often the case in the business software
industry. Consider a situation when you are
negotiating a pilot deal. Unless you get that pilot
deal, your company will be gone in six months,
but if you get that deal, even if you lose money
on it, you can get more deals and perhaps anoth-
er round of financing. Not accepting customiza-



tion in that situation could be costly. But if the
next deal and the next etc. are always a question
of survival or break through, it may be hard to
get out of the expensive customization game. In
that sense the acid test comes when the business
is up and running and it will have to make money
regardless of whether it offers standardized or
customized solutions.

A company that has found a cost efficient
way to industrialise customization can use it as a
way to differentiate (“the other” competitive
advantage) its offer. Apart from being an attrac-
tive offer in itself, cost-efficient customization can
also be a great defensive weapon when competing
for a deal. When the buyer points to a feature in
your competitors offer you can say: “Is that what
you want? Well, you can have that with our
solution too.”

The drawback is that customization usually
costs time, money and uses other resources as
well. Either you charge the customer for this, by
quoting a higher price or by adding fees for
customization, or you accept losing part of your
margin on the deal.

For a company that did not intend to custom-
ize, this may cause serious problems. If the
production process and the business case were
based on production of standard items, customi-
zation could break the company.

A standardized offer is often associated with a
leaner cost structure. Standardization is therefore
a more attractive option if this cost structure is
central to the company’s strategy and worth more
than the money it turns down when declining
customization.



4. People & organization

Who should be selling?

A common misconception is that all sales are
done by a sales force, a group of people specifi-
cally dedicated to sales. It is important to have
people dedicated to and directly responsible for
creating business for the company. The most
important thing is, however, the recognition and
practical implementation of the culture and
everyday thinking and acting that everybody sells
and is, directly or indirectly, a sales and market-
ing person for the company.

Customer support is, as mentioned in the
sales process chapter, another part of the compa-
ny that potentially could play an important role
in sales. This is true for most parts of a company
that are more “ears listening” than “mouths
talking.” Reception, assistants, executive secretar-
ies and service staff for instance.

How to staff your sales process and organize
your sales force will depend on what phase your
company is in, what products you are selling and
what resources you have available. The most
successful sales people are usually able to earn
good money regardless of business cycle. In an
early stage you may not be able to attract the
sales people you would like, unless you offer
generous compensation packages with stock
options etc.

The CEO as sales person

The CEO will always have an important role in
sales, though the sales role is even more impor-
tant in a start-up phase. Large counterparts will
expect nothing less than seeing the CEO of a

small company present at sales meetings. In
general terms, start-up companies cannot afford a
CEO that does not take part in the actual selling
and the closing of contracts. The CEO may focus
on large accounts and strategic sales, but the
important thing is taking part, succeeding and
bringing home deals. It is both about bringing in
real cash from customers and leading by example,
with focus shifting to the latter as the company
grows.

External sales resources

It is important to understand that people outside
your company are also (or at least should be)
involved in your sales efforts. These people range
from temps acting as hosts in your stand at a
trade fair to the employees of your major distrib-
utors and agents.

The recruitment, training, motivation and
compensation of these partners and individuals
are at least as important as that of your own
staff. Consider the fact that they, more often than
your own staff, may be left alone with your
product and your customer. The limited time you
have available to screen, pick, train and influence
these people needs to be spent wisely. When
reading the following advice, keep in mind that
large parts of it are also valid for sales people
working for you outside your organization.

4.1. SALES PEOPLE AND SKILLS

Recruitment and selection of sales people, train-
ing, compensation and performance evaluation
are core elements in organizing and implementing



the marketing and sales effort. In a real sense, the
people factors are the fundamentals to the success
of a company’s sales efforts.

This section will elaborate on skills and
training, motivation and compensation and
finally some general advice on managing and
organizing sales.

The skills needed of a good sales person vary,
of course, depending on what your company sells
and in which market you are active. Generally
when evaluating the skills of the sales person the
following factors should be considered.

What are the most important general sales
skills needed? Relationship building, ability to
run several parallel processes, presentation skills,
motivation and ability to work under pressure
and towards clear targets, personal drive, argu-
mentation and negotiation skills. The specific
type of skills needed varies with the type of
product or service to be sold and the channel
used, such as telemarketing or personal relation-
ship sales.

What type of product knowledge (technical
knowledge, customer production process knowl-
edge) does the sales person need and how in-
depth should it be?

What type of market knowledge does the
sales person need and how much? About a
customer group, an industry or a geographical
market.

How important are the person’s documented
previous personal relationships and sales per-
formance to success in selling your product?

Assessment of the skills needed for specific sales
persons and for building the mix of the total sales
force can be used as guidelines when recruiting
the right sales persons or as basis to form training
programmes for individuals or the entire team.
When deciding on how and in what to train sales
people, you should also consider how to best use
a mix of on-the-job training vs. attending regular
courses.

Some skills are best acquired on the job: For
example getting over the awkward feeling that is
initially present when helping a buyer to decide
by putting pressure on him/her.

Also, keep in mind that some people were
never meant to work in sales, and however
painful it may be to fire people, it is usually in the
best interest of both parties to end a relationship
that is not mutually fruitful. In recruiting sales
people you should always expect to hire a
number of people, find the winners and stick with
them, replace the rest of the sales force, find the
winners among the new recruits and so on.

Finally, selling is an art and the core skills
needed are the right motivation, self-confidence
and personal drive. This is very much the result
of good sales management. The next sections will
give some advice on motivation and on general
management.

4.2. MOTIVATION AND COMPENSATION
Motivation in general

The overall purpose of a good compensation
structure is to motivate every employee to be
committed to the company’s strategy and work
for the company’s best and its goals. More specif-
ically, sales people should, at the individual and
team level, be motivated to succeed in sales
performance, excel in sales volume and profitable
sales.

In general the company can use hard and soft
factors to create motivation. The hard factors
include all forms of traditional monetary com-
pensation such as fixed salary, commission,
bonuses or option programmes. The soft factors
include rewards in terms of good vacation condi-
tions, child-care assistance, sports facilities and
flexible work hours. (See Connect Sweden’s
Booklet, “Building growth companies through
people,” IVA-R 436, for more on this topic.)

Motivating the sales force
The question “How should we pay the people



responsible for customer encounters?” is not the
only one you need to ask, but it is an important
part of organizing sales efforts.

The kinds of factors to consider when answer-
ing this question are:

What must the sales person do to succeed?
Closing profitable deals is of course the end
result, but to compensate success, this needs to be
divided into the factors leading up to a closed
deal. How much cold calling is needed, how
important are negotiation skills, relationship
building, customer care and sheer persistence...?
The most important sales tasks should be identi-
fied and the roles of the various different sales
people in each task/set of tasks should determined
and rewarded. (See section on the Sales Process
for more examples of tasks).

What damage would losing a specific sales
person do to your sales? In many industries, sales
people with experience develop specialized
knowledge about and strong relationships with
the customers, which makes the cost of losing
them high. This should be reflected in their
compensation.

How should success be measured? The guide-
lines for properly formulated goals are that they
are clearly measurable, that they are possible to
influence and reach, and that when followed,
they create the desired behaviour.

What should be the fixed salary/variable
incentive mix (commission, bonuses)? Most
companies use a mix. It is important to formulate
and continually evaluate the mix with close
attention, specifically the variable part. Use of
outside expertise such as tax experts can be
valuable. The reasons for this are that the varia-
ble part can be complex for a small company to
forecast and handle, and the sales people tend to
find and use “the loopholes” and spend their time
on activities that maximize their own income
rather than the company’s, for example, paying
commissions when orders are placed versus
paying when payment is received, can make a

major difference in the company’s cash flow,
order patterns and focus on selling efforts. Also
remember that changing or withdrawing compen-
sation that has already been promised can dam-
age staff motivation.

What is the relevant overall compensation
level to compete with our competitors and attract
the right people? This of course varies with
industry, type of sales person, and the state of the
market.

Situations when to consider a low individual

fixed salary component and aggressive perfor-

mance compensation are:

* Basically, as a rule of thumb, in most cases.

* Individual sales performance and individual
influence on overall outcome is easy to measure in
a reliable way.

* The need for coordinated efforts/team coopera-
tion is small.

» Sales complexity is low and sales cycles are short.

* Low importance of non-direct sales activities such
as customer care, after-sales service.

» Sales are characterized more by taking orders,
than education and influencing the customer.

* Low volatility of demand in a product market.

Situations when to consider a high individual

fixed salary component are when:

* ltis difficult to measure each individual’s impact on
sales.

* The need for coordinated efforts/team coopera-
tion is large.

» Sales complexity is high and sales cycles are long.

* High importance of non-direct sales activities such
as customer care, after-sales service.

* High amount of “missionary selling,” e.g. educating
the customer.

* High volatility of demand in a product market.



Checklist for designing sales personnel com-

pensation packages

» Set individual goals as well as team goals and compa-
ny performance goals.

* The guidelines for a well-formulated goal is that it is
clearly measurable, that it can be influenced and
attained, that when followed creates the desired
behaviour.

* Use a combination of fixed salary and performance-
based variable compensation such as sales commissi-
on or bonuses. Aggressively use variable compensa-
tion much more than the European culture is
accustomed to!

* Reward and celebrate team and individual success
honestly, generously and openly. Luxurious and highly
visible prizes in sales competitions may spur motiva-
tion. Everyone in the organization should want to be
a sales person.

* Measure on a fair and regular basis.

* Follow up, evaluate and take action on the results on
a fair and regular basis. Do not delay in taking action
on a bad result at the individual or team level.

» Seek professional advise to avoid adverse tax effects

on compensation packages.

4.3. MANAGEMENT AND ORGANIZATION

“I promise you that | could manage a sales organization
successfully just by measuring and paying for sales call
frequency.The number of visits or calls is the most important
factor in sales.”

Quote from sales manager in a major Swedish

company.

Managing sales

Recruitment and selection of internal and exter-
nal sales people, training, compensation and
performance evaluation are all part of sales
management. One of the sales manager’s impor-

tant responsibilities is to evaluate and coach the
sales personnel. This responsibility should also
cover sales resources outside the company, such
as distribution partners and agents.

Performance evaluations are an integral di-
mension of successful sales, preferably formal and
scheduled. Well-defined evaluation criteria and
consequently, fairly executed performance re-
views, on an equal basis for every individual, are
essential to secure good sales personnel decisions.

The evaluation should focus on actionable
bebaviour that the sales person can influence and
do something about (see also on compensation
above). Many evaluation systems focus solely on
end sales results, and measure only the result, not
the process. It is, however, necessary to take into
account all the steps in the process towards a
successful result, otherwise the important links
between motivation, effort and evaluation are
broken.

The evaluation criteria should be consistent
with the company’s measurement system and
compensation plan. This includes choosing a mix
between team and individual performance and
compensation, ensuring that the company’s
information system provides information that
makes it possible to objectively evaluate perform-
ance, and that the evaluation result is in reality
reflected in the employees’ pay checks.

The evaluation process is best designed as an
opportunity to both evaluate and give coaching.
This is, however, a major challenge for the com-
pany; to ensure that the managers responsible for
evaluation are competent in giving and receiving
feedback, capable of coaching strong and
achievement-oriented sales people, and finally
give it the attention and time necessary to per-
form well.

Organization of sales resources

When deciding on how to organize the sales
resources there are a number of perspectives that
may be relevant, all depending on your specific



business and market. Another dimension of
organization is channel management, discussed in
the previous chapter on Distribution.

One general guideline is to organize resources
and customer responsibility so as to best fit the
customer’s decision process, location or organiza-
tion. The different perspectives described below
may help in the process of allocating sales re-
sources. Depending on company and organiza-
tion size, the same or different people may be
responsible for each area and a few or many
people may be allocated to it.

Examples of perspectives:

e Geographic area the customers are located or
active in.

e The customers’ industry.

* The type of customer, such as private consum-

er, private business or public sector — these
different customer types have different deci-
sion-making processes and therefore need to
be communicated with differently.

®  Your product or solution areas.

® The account or customer size, the customer’s
importance to you.

The customer’s importance to your own business
is usually useful guide as to how many resources
you should commit and how specialized they
should be. For your most important accounts, a
Key Account Management perspective may be
efficient, while other customers should be served
by field sales people, in-door direct sales or
telesales. Other channels that may be appropriate
depending on account characteristics are back-
office sales/support or Internet sales resources.



CONNECT Nordic

CONNECT Nordic is a foundation that was founded jointly by CONNECT Swe-
den, CONNECT Denmark and CONNECT Norway in 2002 in order to stimu-
late and encourage:

*  the creation and development of knowledge-based start-ups through an in-
creased co-operation between CONNECT networks, investors, the busi-
ness community and universities in the Nordic and Baltic region,

*  international investors to invest in knowledge-based start-ups and industry
to establish strategic partnerships in the region.

Today CONNECT Nordic also includes CONNECT Estonia and CONNECT
Latvia.

CONNECT in the Nordic and Baltic region links entrepreneurs and start-ups
with the financial, technical and business development resources needed to cre-
ate and develop knowledge-based companies.

In each country, CONNECT networks have been developed around the major
research universities in close cooperation with the business community. Regional
activities are conducted by these networks in order to “package” the entrepre-
neurs’ ideas into start-ups with the potential to become international companies.
Within each network, people with experience and competence in various areas
contribute their time and know-how in CONNECT’s activities. Such individuals
include accountants, lawyers, patent experts, management and marketing consult-
ants, technology experts, entrepreneurs, venture capitalists and people from in-
dustry.The activities within CONNECT Nordic are carried out by experts in the
national and regional CONNECT networks.

CONNECT’s most important activities are the following:

*  Springboards — an expert panel (specifically selected for each entrepreneur)
helping entrepreneurs solve problems and identify opportunities, as well as
providing practical advice on what actions should be taken to tap into these
opportunities.

*  Financial Forums — a meeting place for selected start-ups seeking venture
capital, and venture capitalists looking for investment opportunities.

*  Publications — offer entrepreneurs and start-ups guidance on important is-
sues they face when building their companies.

CONNECT is a non-political, non-profit, private initiative. All regional net-
works are financed mainly by membership fees, sponsor packages, and fees for

certain activities. CONNECT Nordic is financed by the Nordic Innovation
Centre and by the BSR INTERREG IlI B programme.

For more information please visit: www.connectnordic.com
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