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STRATEGIES FOR HARD TIMES

During economic hard times, marketing organizations throughout the world typically search for
answers to the question: “How can we sell our way out of trouble?” Predictably, many come up with the
same old solutions. Equally predictably, there’s a high casualty rate as companies learn, too late, that
doing more of what works in good times doesn’t necessarily help in bad.

Four strategies come up again and again in marketing plans, and these four have such a disappointing
success record that they almost constitute a recipe for how to fail when times are tough.

The first, most frequent, and least successful of these strategies is to do nothing and wait until the
economy improves. Inaction, of course, has always been a favorite failure strategy for marketing losers
throughout history. But it’s a seductive one in a typical climate when hopeful politicians join with inept
economists to insist that good times are just a few votes around the corner. All too often, substantial
companies across the world have gone under because they predicted that the recession couldn’t last. As
N. R. Towie, Chairman of Northern Mining, put it during the last recession, “For some of us, the light at
the other end of the tunnel was a train coming the other way.” Inaction isn’t a great strategy for good
times; in a recession, it’s suicidal.

The second strategy involves price-cutting. Less sophisticated companies assume that, providing there’s
demand elasticity, the relationship between volume and price means that, by cutting prices, volume will
necessarily increase. It’s not that simple. Many organizations have found too late that any extra volume
generated by price reduction didn’t come near to compensating for the reduced margins. In a recession,
some curious things happen to the price/volume relationship, as illustrated in Figure 1 on page 4.

Often, very low- and very high-priced products can prosper, while those in the middle suffer. At the
upper end of the price spectrum, it appears that volume may actually increase as times become harder. It
seems that the recession has a lesser effect on top-of-the-market products. Why is this? The traditional
economic model suggests less elasticity of demand at the affluent upper end of the price spectrum. But
it’s not simply that only the rich can afford to keep buying. Psychologists believe that other factors are at
work. In tough times, paradoxically, people often choose to pay more for products and services than they
would normally.
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Figure 1. Price/volume relationship in a recession.

The explanation is that, in a recession, the issue is not really price — the issue is risk. Above all else,
people don’t want to risk the wrong decision when times are tough. Mistakes are costly in good times; in
a recession, they can be fatal. One company I work with was all set to buy a computer system from a
small manufacturer whose prices were middle of the road. When recession hit, they chose instead to buy
an IBM machine with similar capability but costing considerably more. In vain, the small manufacturer
tried to recapture the business by pricing reductions. But even the final 12-percent cut they offered
wasn’t enough. As the Administrative Director of the purchasing company explained to me afterwards:
“We just couldn’t take the risk. IBM’s more expensive, but they’re safe.” In boardrooms and purchasing
departments all over the world, people buy safety — often at a price premium. So don’t assume that
cutting your prices will necessarily increase your sales volume. For those in the middle and upper price
sections of the market where customers may be more motivated by safety than by cost, price reduction
hasn’t proved the effective marketing strategy which many companies anticipated.

Under the right conditions, advertising can be an effective strategy for countering recession. With
cheaper consumer products, there’s ample evidence that a well-designed and sustained advertising
campaign brings results. However, there are two common ways in which advertising fails in a recession.
The first is where, in an attempt to contain costs, advertisers reduce either the coverage or the duration of
a campaign. Half a campaign doesn’t bring half the results. Advertise selectively by all means, but don’t
advertise partially.
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A second unsuccessful strategy is to expect advertising to bring an automatic increase in the sales of
complex capital goods or services. Where the purpose of advertising is to generate inquiries which are
then handled by a sales force, the ultimate increase in business frequently doesn’t cover the cost of the
campaign, let alone the added cost of sales calls. Why? Because the limiting factor isn’t the number of
inquiries; it’s the face-to-face selling skill required to convert those inquiries into orders. Many sales
forces are marginally competent in good times but fail dismally in bad. It has only recently been
discovered that the selling skills which work in a recession are fundamentally different from those which
succeed when conditions are easier. It’s no good investing heavily in advertising if the sales force lacks
the skills needed to capitalize on the inquiries you generate.

There’s a plausible superstition among sales and marketing management that a direct link exists between
sales activity and success. More calls equal more orders. After all, if someone was making 10 sales calls
and, as a result, bringing in two orders, then by increasing their activity level to 15 calls, their order rate
should increase to three. Right? “Well, perhaps not exactly three,” say the proponents of activity
management, “‘but certainly 15 calls will mean more orders than they could have brought in from just 10
calls.”

So, following this line of reasoning, management’s initial response to tough times is an attempt to get
more business by increasing the level of sales activity. The sales force is cajoled, motivated, terrorized, or
otherwise induced to work harder — to make more calls. It’s an attractively simple theory; but, except in
certain limited areas, it doesn’t work. In one large multi-national corporation, we compared the number
of calls made per week by the top 10 percent of the sales force with the number being made by the bottom
10 percent. We found no difference in call rate. Several organizations have discovered that their least
successful people are the ones making the most calls — and that increasing the call rate has resulted in
fewer orders, not more. I strongly advise my clients that, before making the automatic assumption that
more activity means more business, they go back over their company’s sales records and check this one
out for themselves. There are only two circumstances where I’ve found a consistent positive correlation
between activity level and business results. First, increasing activity may increase business if a sales force
is so small in relation to market size that it can afford a strategy of creaming off the business that comes
most easily. Few sales forces have that luxury. For most of us, the market is limited in size and, under
these circumstances, increasing sales activity may not help bring results.

The second condition where more calls means more business is when the product being sold is very cheap
— and the whole sale can be concluded in a matter of minutes. There’s some evidence that energy,
enthusiasm, and activity level are related to success in selling cheaper goods. With more costly products,
with sophisticated customers, or where the selling cycle is several calls long, the evidence suggests that
activity level is a poor predictor of success.
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But why doesn’t an increase in activity bring increased business in these more complex sales? Surely
effort is important to success in any kind of selling; and, on the face of it, it’s hard to believe that working
harder shouldn’t be an equally effective strategy in the more complex sale. But the strategy of increasing
activity level brings with it some less obvious penalties and side effects which account for the poor track
record of those organizations that have tried to sell their way out of trouble just by increasing their sales
activity. Some of the common detrimental consequences of activity management include:

B Unproductive reporting systems

B Emphasis on small sales

B Focusing on the wrong end of the cycle
|

Selling not coaching

In order to increase activity and check that the increase is maintained, management demands a detailed
call-reporting system. Salespeople and mangers spend considerable time filling out forms to prove that
calls are being made. Now, there’s nothing intrinsically wrong with that. The difficulties start when the
amount of time spent in the justifying process grows so that it begins to eat into selling time. In October
of 1982, we carried out a survey of managers from 28 companies to see how the recession was altering
their work patterns. Figure 2 shows an alarming trend.

Question: “Are you now spending more or less of
your time filling out internal paperwork than
you were before the recession?”
21
20 +
Number 15
of
companies . |
5
5 —+
2
0
more equal less

Figure 2. Change in sales activity during recession.
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Not only was more time being spent in activity-reporting paperwork, managers from 21 out of 28
companies told us that they were also spending an increased amount of time attending internal meetings,
usually called with the basic purpose of justifying mediocre sales results. It’s sometimes said that an
index of the health of a sales organization is the proportion of time its management spends relating
outwards to customers compared with inwards — to the internal paperwork demands of the company.
Judged by such a criterion, many organizations are sick even in good times. For the majority of
companies, the activity emphasis in a recession unintentionally makes this illness worse. Ask yourself
how the recession has affected your own organization’s activity pattern. Is your sales management
spending an increased amount of time in justification — time that could more productively be used
attending to the needs of customers?

Another problem of increasing activity is that it focuses the sales effort towards smaller sales. The easiest
way for people to meet activity quotas is to make quick visits to low-potential accounts. In this way, the
heavy emphasis on activity levels during a recession drives the sales force away from larger, longer-term,
or higher- potential accounts. If activity targets include such things as getting six customers to attend
product demonstrations each month or writing eight proposals, then the emphasis will be on the easiest
way to make the numbers. And the smaller account is usually easier than the one with higher business
potential.

Worse, because success in the most important accounts depends on careful planning and strategy, the
effect of increased activity can mean that key accounts get treated with the same hasty superficiality
which characterizes the high-activity approach to smaller accounts.

One consequence of falling sales volume is that managers become desperate for business and give most of
their attention to those accounts which are nearest to closing. Activity becomes concentrated on the calls
late in the selling cycle where a decision is imminent. The other end of the pipeline receives much less
attention. Yet, it’s in the early calls of the selling cycle that the greatest potential lies for minimizing the
effect of recession. We have recorded productivity increases in excess of 20 percent where managers have
focused their selling and coaching attention on the early part of the cycle — those vital calls where needs
are uncovered and developed — rather than on closing calls. The reason that early cycle calls have most
productivity potential isn’t difficult to understand. If the first part of the selling cycle is handled badly,
there is no closing part. And, with any pipeline process, what you get out at the end ultimately depends
on what you put in at the start.

The worst consequence of the drive for increased activity is that managers try to become super sellers and
spend their time trying to close business rather than developing and coaching their sales teams. In a
recession, most organizations spend significantly less time in coaching and development activities. Yet,
there’s an increasing body of evidence to suggest that the sales managers who maintain a high
performance level during recession are the ones who invest effort in coaching their people — not the ones
who go out selling.
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We’ve seen that strategies for recession which depend on pricing, advertising, or increased sales activity
all contain hidden penalties and have a poor record of success. Inaction is fatal. So, what strategy should
a company adopt? The organizations I’ve worked with who have succeeded in selling their way out of
trouble have generally understood three fundamental facts about sales productivity and incorporated them
deeply into their thinking. These key principles are:

B Productivity happens where the job happens. The Japanese have elegantly demonstrated in the
area of manufacturing that productivity isn’t achieved by policy or edict. Productivity comes from
directly influencing the behavior of the person doing the job. The same is true in selling. Unless
the grand strategies of management translate themselves into some change in sales behavior
during actual sales calls, then there’s no productivity gain.

B [t’s skill that counts, not activity. If salespeople aren’t succeeding in a recession, it’s because they’re
doing the wrong things. Increasing their activity levels so that they do even more of the wrong things
isn’t going to help. Developing an increased level of selling skill is a more effective and more
durable strategy.

B Different skills are needed in a recession. What works in good times doesn’t necessarily work in
bad. Recent important and exciting developments in research now give us a good understanding of
the skills which are effective in a recession. Unfortunately, most organizations are still training in,
and managing on, inappropriate or outdated skill models. Those that have moved to newer and more
sophisticated methods have reaped considerable benefits in terms of productivity.

How do these principles apply in practice? One good example of how a better understanding of what
succeeds in hard times can lead to a winning strategy is illustrated by the experiences of Motorola
Canada during the severe recession which hit Canada in 1981.

Motorola had been facing the twin problems of a deteriorating economy combined with new and
aggressive competition. Their objective was to improve sales volume in the most unfavorable business
climate since the 1930s. It was already evident to management that a problem of this magnitude wasn’t
going to be solved just by doing the same things harder. They needed a different way of selling which
would work in conditions of deep recession. Motorola, as a corporation, had been experimenting with
new productivity techniques and, in particular, looking at the lessons from the Japanese experience. They
subscribed to the key principles outlined earlier and understood how each should influence their sales
management strategy. In summary, their position was:

B Productivity happens where the job happens — so any attempt to improve productivity would mean
influencing what the sales force was doing during actual sales calls.

B [t’s skill that counts, not activity — so the key management action had to be coaching, not just
pushing the “more” button to increase activity levels. They had to sell smarter, not harder.

B Different skills are needed in a recession — so the starting point must be to find which skills worked
best and to develop these through coaching.
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They decided to adopt a four-step process to achieve a significant change in sales productivity.

Step 1: Finding What Works Best. Using behavior analysis techniques which Huthwaite Research Group
had developed, Motorola managers watched their people selling and picked out the behaviors which were
working best in successful calls.

Step 2: Training in Coaching Skills. Managers were trained in coaching skills to help them pick out and
develop these key behaviors which were proving successful.

Step 3: Developing Successful Behaviors through Coaching. The coaching was designed as a three-
month project. Managers met monthly with the Huthwaite consultants to plan strategies for getting the
maximum skill improvement from their people. During the project, managers gave their people special
training material which Huthwaite had designed to help develop those selling behaviors which worked best
in a recession.

Step 4: Measuring Productivity. The final, and most important, step was to assess the effect of the project
in terms of increased sales productivity.

First, Motorola wanted a measure of whether managers had succeeded in improving their people’s use of the
behaviors which they had shown were working most effectively in a recession. Their results, in Figure 3,
show that the number of successful behaviors rose during the project from 7.0 to 11.0 per call, while the level
of less successful behaviors fell. So, as a result of the project, the 42 participating Motorola salespeople had
learned to use more of those things which research had shown would be effective in a recession.

But the ultimate test isn’t whether people change their behavior — it’s whether the changed behavior leads
to a measurable increase in business. To establish the impact of the project on business results, Motorola
compared the sales of the 42 trained salespeople with a control group of 42 untrained salespeople who were
also selling for Motorola Canada. Sales results of the two groups were compared over a nine-month period:
three months before the start of the project; three months while the coaching was taking place; and, finally,
three months after the project was completed.

14.3 -— 141 Behaviors not
14 — T successful during
~ 128 recession
S— 123
2 T~ 13
Number ~
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— 11.0
behaviors .
er call 10.0 Behaviors )
P 8 successful during
recession
7.5
6 - 7.0
{ I I I I I
1 2 3 4 5
Coaching Visit #

Figure 3. Changes in behavior of 42 Motorola Canada salespeople.
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As shown in Figure 4, sales of the control group fell by 13 percent during the nine-month period,
reflecting the severity of the recession in Canada during 1981. In contrast, the group trained to use skills
which were effective in recessionary conditions showed a productivity gain of 17 percent. What’s more,
in terms of getting business from new customers — generally accepted as the hardest sales job in a
recession — the trained group performed 79 percent better than the control group.

What does the Motorola study, and others like it, tell us about sales productivity in tough times? I would
draw three conclusions.

B [n a recession, skill is more important than activity — the Motorola case shows that selling smarter
is a better strategy than selling harder. So, investment in skill development is more likely to pull an
organization out of trouble than concentrating on increased activity level.

B Different skills work in a recession — so, don’t expect conventional sales training to bring productivity
increases in hard times. Look for methods and models which have been tested and firmly validated
in productivity terms during a recession. After all, if your training makes people better at doing the
wrong things, you’re in trouble. There aren’t many recession-validated skill models. If you can find
one, then you’ll get results.

Down 13% Up 17%
21.0
20 20 185 | |
16.3 17.9
Orders for L s
3-month H H 10
period
PRE DURING POST PRE DURING POST
Control group Group coached in
(n=42) use of successful
behaviors
(n = 42)

Figure 4. Motorola Canada: Improving sales productivity in a recession.

B There’s enormous potential for improving sales productivity — the trained Motorola people were 30
percent better than the control group. That’s not an unusual increase. In one of the world’s largest
manufacturers of copier products, we recorded a 35-percent increase when similar methods were
used; and, in another division of the same company, there were increases of over 60 percent.
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And that brings me to a final message. During a visit to Japan, I was amazed at the interest shown in
Huthwaite’s work on measuring complex skills such as selling. When I asked why there was this sudden
Japanese attention to skill development, I received an unexpected reply. The age of manufacturing
productivity, they said, is coming to an end. With robotics and an increasing universal knowledge of how
to achieve high levels of manufacturing efficiency, Japan will lose the competitive advantage in
manufacturing. But the more complex skills, such as supervision, negotiation, and selling, are in their
infancy in terms of our understanding of what makes productivity. “We are entering the age of
productivity in these complex skills,” I was told by one Japanese researcher. “Just as the companies who
didn’t understand manufacturing productivity have disappeared, so those who don’t learn about sales
productivity will disappear.” Makes you think, doesn’t it?
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