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Forward

By John Sullivan PhD.

Are your sales strategies, processes and skills stuck in the wrong era?

The businesses we sell to, the problems we solve, and the solutions we offer have evolved
tremendoudly in the past 50 years. Thisraises afew questions: Can you, as a salesperson, a
manager, or an organization, effectively compete in today's market?' Thefact is, ahigh
percentage of sales people and the organizations they work for haven't kept pace with this
evolution.

We're living and working in atime I've come to refer to as "the third era of selling.”
Understanding the history of this evolution is an important factor to moving forward into Era 3,
S0 let me step back with you for a moment.

Several years ago, | was asked to teach a course in Instructional Design, at the University of
Minnesota, asit relatesto “Sales Training.” Asthe instructor, you are obliged—in any
introductory course—to work ashort “History of This Discipline” speech into the first class
session. As| surveyed what literature there was on the subject, | found that sales, unlike most
other functions in the modern corporation, didn’t really have much of a“history.” At least,
nobody studied and wrote about selling in the same way that they studied and wrote about
Marketing, Logistics, Quality, Operations or General Management. Even Purchasing hasa
longer academic pedigree than Sales.

| figured that the best way to find a window on the history of selling was to look at the
evolution of salestraining. | would study the skills salespeople were taught to find clues about
what their role was seen to be. Feeling like an archeologist, | went to a couple of libraries and
checked out all the material | could find that addressed the question, “How can | be more

successful in sales?” It turned out to be quite aload of stuff: training manuals, articles,
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recordings, (L P records from the 50s, up through cassettes and CDs of today), brochures, and
lots of books. | was surprised to find that they all sorted into three main piles, piles representing
what I’ve cometo call Eral, Era2, and Era 3 of selling.

Eral

The earliest material in the Era 1 pile dated from the early 1950s. A reviewer today would
characterize the titles of some of the books in that pile as somewhere between naive and
appalling: The Customer Who Can’'t Say No!, Szzaemanship!!, and the ever-popular, 1001
Power Closes!!! But the skills just under the surface were both subtle and sophisticated. This
was the era of the sales script (“Just tell me whereto go and what to say when | get there”). The
agenda was purely the seller’ s agenda, and the seller’ s agenda was to get the customer to do what
he (and in some few cases, she) wanted the customer to do. Therole of the Era 1 salesperson
was that of persuader. The training focused amost exclusively on three areas: presenting,
handling objections, and of course closing. The skills were grounded in stimulus-response and
compliance theories. Look at closing techniques, for example. If you strip away the exclamation
marks, Era 1 techniques are based on the proven psychology of scaled commitments,
reciprocation, compliant behavior of similar others, cues of |egitimate authority, and cues of

scarcity and friendship.

Era 1 still thrivesin afew niches today (telemarketing and the used-car ot come to mind), but as
an approach it has thankfully run out of gas. Why? Basically, customers caught onto the

Win/L ose scam and devel oped defense mechanisms that salespeople even today (regardless of
their orientation) have to cope with. Eral was replaced by an emphasis on a new set of skills,

and by a new—and more enlightened—point of view about the role of the salesperson.
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Era?2

The Era 2 alternative started emerging in the early and middle 1970s, with Larry Wilson and his
“Counselor Approach” and Mac Hanan with his * Consultative Approach” being two of the
earliest proponents. The emphasis on presenting, closing and handling objections characteristic
of Eralisreplaced in Era2 with afocus on questioning, listening, trust and building a
relationship with the customer. Y ou won't find any reference to listening in any Era 1l
material—because listening had absolutely no relevance to the Era 1 job. The questioning
techniques of Era2 were aimed at devel oping an understanding of the customer’ s needs (defined
as the difference between what the customer has and what the customer wants), and the job of
the salesperson was to understand and then close that gap with his or her product, the “solution.”
The Era 2 approach has come to be known as “ needs-satisfaction selling,” and the role of the Era

2 salesperson is that of problem solver.

Because it was grounded in a Win/Win rather than a Win/Lose point of view, Era 2 has enjoyed
alonger runthan Era 1 did. Infact, Era2 remainsthe basis for much of the training that
salespeopl e experience even today. But as the marketplace advanced, Era 2 needed to be

supplemented (rather than replaced) for two reasons:

+ At the business level of the complex sale, most everybody is using an Era 2 to some degree.
Early in Era 2, when most salespeople were still using Era 1 techniques, a salesperson could
create differentiation—and get the business—simply by taking the needs-satisfaction
approach. As more and more salespeople thought of questioning and listening and solving
customer problems as part of their job, the approach itself no longer provided any

differentiation.

Copyright © 2003 by Jeffrey P. Thull. All rights reserved. 40f 24
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+ Customers, for the most part, aren’'t as experienced as they need to be. Needs-satisfaction
selling is based on the assumption that the customer can accurately identify and describe their
problem. Whether this assumption was ever really valid is open to debate. But asthe
complexity of business problems and the technology of solutions have developed over the

past ten or so years, it's clearly questionable today.

So Era 2 skills continue to be necessary; they’ re just no longer sufficient.

Era3

Era 3 took shape more dowly than Era 2 did, and it represents a convergence of two main
influences, both of which could be described under the general rubric of “business acumen.” If
the role of the salesperson in Era 1 was that of a persuader, and in Era 2, that of a problem
solver, the emerging role of the salesperson in Era 3 could be described as being a business
person, specifically, a source of business advantage. The thought of sales as a source of
advantage is a pretty radical notion. Traditionally, the sales function is viewed by the rest of the
organization as akind of placement officer for the warehouse. Marketing isthe brains, and Sales

is the mouth and the feet.

As a source of advantage, the Era 3 salesperson is challenged to think from two very different
and complementary perspectives, both at the sametime. One point of view isthat of the
“consultant,” being a source of business advantage to the customer. When operating from this
point of view, the salesperson must think like a business person and apply hisor her business

acumen and understanding of the customer’ s business processes and priorities to creating a
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solution that (to paraphrase Peter Senge) the customer would truly value, but has never

experienced and would never think to ask for. Clearly beyond needs-satisfaction selling.

The other point of view isthat of the “strategist”—the flipside of business acumen. He or she
must think like a business person, from the point of view of their own company. In Era 1 and Era
2, the salesperson was concerned only with revenue. Margins and cost of sales were somebody
else’'sproblem. That paradigm never did work very well, evenin the*90s. Today, it'saformula
for Chapter 11. So Era 3 salespeople are concerned not just with revenues, but also with cost of
sales: shortening the sales cycle, ruthlessy qualifying opportunities, and walking away from
unprofitable business. In short, as a*business person / consultant,” Era 3 salespeople are sources
of advantage to their customers, while as a*“business person / strategist,” they are a source of

advantage to their own firm. Two perspectives, one head, same time.

The Eras and Mastering the Complex Sale

At this point, you may be asking yourself what, if anything, this excursion down the Memory
Lane of sales has to do with Jeff Thull and Mastering the Complex Sale. When | first met Jeff,
upwards of five years ago, | thought I’ d seen pretty much everything to be seen on the subject of
selling. The more I’ ve gotten to know and work with Jeff and Prime Resource Group, the more |

realize how wrong | was.

Jeff’ s philosophy of sales and the process he has devel oped, represent a genuinely and uniquely

Era 3 point of view.

Copyright © 2003 by Jeffrey P. Thull. All rightsreserved. 6 of 24



Mastering the Complex Sale: Forward

| describe Jeff’ s approach as genuinely Era 3 in that the process, while totally respectful of the
customer, doesn’'t assume that the customer has the complete picture or all the answers. The
process is one of mutual engagement, understanding the scope and cost of the issues and jointly
creating asolution. The job of the salesperson is to manage the customer’ s decision process

towards a decision that represents the best outcome for both parties.

His approach is uniquely Era 3 in that it encompasses both Era 3 roles or perspectives at once.

Y ou can point to other programs that focus exclusively on the “strategist” side of Era 3, and
others that focus exclusively on the “consultant” side. Jeff’sisthe only approach that represents
both at the same time: “No unpaid consulting,” “Going for the no,” and “ Always be leaving’
(the strategist), and “ The Decision Challenge,” “The Bridge for Change” and “The Cost of the
Problem” (the consultant). The common thread is thinking like a business person, not a

salesperson.

Bottom line, the stance and the point of view about selling you'll find in this book isn’'t really
about selling at all. It’s about how mature, intelligent, and ethical human beings would interact
with each other to assure each other’s success. And that’s what makes this book really radical,

refreshing and required. Enjoy the ride!

John Sullivan, Ph.D.

Learning Partners, Inc.
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Today’ s turbulent marketplace creates constant competitive movement, fluctuating
threats, and lucrative opportunities. To acquire, expand, and retain long-term profitable customer
relationships, companies and individuals cannot rely on a conventional approach to sales.
Increased complexity, escalating customer requirements, rapid commoditization, and relentless
competitive forces are all putting intense pressure on sales and marketing, demanding superior
strategies and precise execution. Sales success requires an integrated process that enables you to
respond within limited windows of opportunity.

To compete and win more sales in the world of complex sales, sales and marketing
professionals need a way to work smarter. They need a new business paradigm that is
specifically designed for the complex sales arena, one that offers a system and the skills and the
mental discipline needed to execute it. That smarter way to sell isthe subject of this book—
called Diagnostic Business Development, or the Prime Process.

A smarter way to sell should transform the conventional sales pitch that cusomers must
endure into a high quality decision-making process that customers value. The Prime Process
equips salespeople with away to help customers discover, diagnose, design, and deliver the best
possible solution to their problems.

A smarter way to sell should transform salespeople from predators into valued business
partners in the customer’ s mind. The Prime Process positions salespeople as professionals who
bring credibility, integrity, and dependability to the business engagement. They are a source of
business advantage to their customers.

A smarter way to sell should transform the sales process from pre-mature presentations,
pleas for customer consideration, to a process of mutual confirmation. The Prime Process builds
mutual understanding step by step, thus ensuring that both sales professionals and their
customers most efficiently use their resources.

A smarter way to sell should transform the conventional solutions-based, seller-first
approach to sales into a diagnostic-based, customer-centric approach. The Prime Process enables
salespeople to differentiate themselves from their competitors in the most effective way of all—

by standing squarely on the customer’ s side of the engagement.
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In fact, a smarter way to sell isto stop selling in the conventional sense. Instead, we need

to think in terms of business development, that is, developing our cusomer’s business.

\\_ Managing

\, Decisions /
“ i

'\\ _./'/
Managing " Managing
Relationships Change

Disciplines

We need to get beyond selling to managing decisions. All good salespeople have a sales
process, al customers have a buying process, and they typically have conflicting objectives. We
need to set aside conventional processes and replace them with a collaborative decision process,
provided by the sales professional.

We need to get beyond problem solving to managing change. Providing quality solutions
to customer problems no longer assures a successful sale and certainly does not guarantee a
successful implementation of that solution. Change, along with all the attendant risks involved, is
the key issue customers face. We need to help them understand and navigate the change required
to assure a successful implementation of our solutions.

We need to get beyond meeting needs to managing expectations. Just because we see a
need does not mean that our customers see it or understand it as clearly as we do. We need to
evolve and expand our customers’ understanding of their needs and their expectations about
solutions.

We need to get beyond transactions to managing relationships. In the rush to close deals,
we too often forget the human factor and squander the long-term opportunity. We need to
address the hopes, fears, and aspirations of our customers and create mutually beneficial
relationships.

Copyright © 2003 by Jeffrey P. Thull. All rightsreserved. 90of 24
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Finally, we need to get beyond reacting to managing clear communications. Too often,
we react to customers in rote patterns, without asking for clarification or thinking deeper. Asa
result, we sound just like every other salesperson. We need to achieve the kind of true
communication that fosters crystal-clear and mutual understanding of our customers' problems
and the best solutions we can recommend.

Among the byproducts of this fundamental reframing of the methodology of the complex
sale are solutions to some of today’ s toughest sales challenges. The Prime Process:

. Gives salespeople a proven, repeatable method for gaining access to and
managing multiple decision makers at the highest levels of power and influence in
the customer’ s organization.

. Helps salespeople to set themselves apart from the competition early and often in
the selling process.

. Offers away to get on the winning track in the sales process and to dramatically
reduce the sales cycle time.

. Eliminates the trap of “unpaid consulting.”

. Equips salespeople to identify untapped sources of opportunity and
develop new business instead of chasing the usual suspects along with the
rest of the crowd.

. Provides a common process and language with which the entire sales, marketing,
and support team can present a unified voice to the customer and effectively
Diagnose, Design, and Deliver optimal solutions.

What thisbook promisesitsreadersisapragmatic exploration of the complex sales
world and an optimal approach to mastering and winning the complex sale. We're confident we
can deliver on that promise because of the success our clients have achieved through Diagnostic
Business Development.

Copyright © 2003 by Jeffrey P. Thull. All rightsreserved. 10 of 24



Chapter One
TheWorld in Which We Sell

Converging Forces of Rapid Commaoditization and I ncreasing Complexity

Survival in today’ s sophisticated marketplace requires us to overcome two opposing forces: (1)
increasing complexity and (2) rapid commoditization, the pressure from buyers to de-value the
differences between goods and services and reduce their decision to the lowest common
denominator—the selling price. Let’s be direct. The world in which we sell is being pulled apart
by these two opposing forces. Even our most complex solutions are at the mercy of
commoditization as our customers, swimming in a haze of confusion and performance pressure,
grapple with tough decisions impacting their responsibilities. The net effect is a deadly spiral of
shrinking profit margins.

r Al

The Converging Forces of the Market

Increasing Comple«it/ \Commoditization

Technology Products

Processes SRS

Globalization Knowledge

Consolidation Solutions

Regulations

Seeking competitive differentiation through increasing uniqueness and complexity isa
deadly double-edged sword. These competitive advantages rapidly erode as they surpass the
customers' level of comprehension. As this occurs, the overwhelming tendency of the customer

istotreat al solutions the same—as a commodity.
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With a true commodity, price and total transaction cost are the driving forces in the
marketplace. As commoditization occurs, sales skills become less and less effective and
transactional efficiency becomes the critical edge. The professional sales force itself soon
becomes a luxury that istoo expensive to maintain. If your company has chosen to embrace
commoditization as a dedicated strategy, it is—or soon will be—pursuing the lowest
transactional cost it can achieve, and a book on sales process and skillswill not be of much
value.

In the case of increasing complexity, sophistication, innovation, and value realized are the
driving forces in the marketplace. To survive, a company is required to recruit and equip sales
professionals who are capable of understanding the complex situations their customers face,
configuring the complex solutions offered by their companies, and managing the complex
relationships that are required to bring them both together. In short, their ability to create value
for their customers and capture value for their companies is the key. Thus, the good news is that
the future of the sales profession is secure in the complex environment. The bad news isthat as
your company brings increasingly complex offerings to the marketplace, your customers are
being left confused. They are less and less able to understand the situations they face and
evaluate these complex solutions, which tends to limit their decision-making criteriato the
simplest elements of your offering, the lowest common denominators—price and specifications.
If complexity accurately characterizes your selling environment, this book is for you.

We see the impact of the complexity challenge every day. My colleagues and | spend
thousands of hours each year teaching and coaching salespeople internationally. We meet the
cream of the crop, the people who sell complex and costly solutions in a wide range of
industries, including, but not limited to, professional and financial services, software, medical
devices and equipment, IT solutions, industrial chemicals and manufacturing systems. The value
of the individual sales they undertake ranges from tens of thousands of dollars to tens of millions
of dollars. These sales professionals are highly educated, very sophisticated, and definitely
street-smart. And they are well paid. They are levels above the stereotypic image of salespeople
that is imprinted on the public imagination.

Even though these professionals are masters of their crafts, we hear them express their
frustration about the outcome of their efforts on aregular basis. The most common lament we
hear is one that we've labeled the Dry Run. The generic version goes like this:

Copyright © 2003 by Jeffrey P. Thull. All rightsreserved. 12 of 24
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A prospective customer contacts your company with a problem that your solutions are
expressly designed to address. A salesperson or team is assigned the account. The customer is
qualified, appointments are set, and your sales team interviews the customer’s team to determine
what they want, what their requirements are, and what they plan to invest. A well crafted,
multimedia presentation is created, a complete solution within the customer’s budget is
proposed, and all the customer’s questions are likely answered. Everyone on the customer’ s side
of the table smiles and nods at the conclusion of the formal proposal. Everything makes good
business sense. Y our solution fills the customer’s needs. Y ou believe the sale is “in the bag,” but
the decision to move forward never comes. The result after weeks, months, and, sometimes,
years of work: no sale. The customer doesn’t buy from your company and often doesn’t buy
from your competitors. The worst-case scenario ends in what we refer to as “unpaid consulting.”
The customer takes your solution design, shops it down the street, and does the work themselves
or buys from a competitor. Many times, the customer simply doesn’t take action on a solution
that it needs and can afford. This, with atwist here and there, isthe Dry Run. Sure, it’s great
practice and it’s great experience, but thisisn't atraining exercise. Thisisthe real world of
selling, and, in thisworld, it’s your job to bring in the business.

What's going on in this story? The sales team is doing everything it has been taught, but
the result is not what is expected. In fact, our experiences with more than 10,000 salespeople
each year suggest that, in the complex environment, the outcome of the conventional sales
process is increasingly random and unpredictable. We have already hinted at some of the reasons
behind this dilemma, but to truly understand the situation, we examine the nature of the complex
sale itself.

The Mother of All Procurements

Complex sales are primarily business-to-business and business-to-government
transactions. They involve multiple people, with multiple perspectives often multiple companies,
and frequently cross multiple cultural and country borders. The complex sales cycle can run from
daysto years. Undertaking this level of sale requires significant investment in time and
resources.

The $200 billion defense contract that Lockheed Martin won in 2001 may well be the
largest complex sale in history. This

Copyright © 2003 by Jeffrey P. Thull. All rightsreserved. 13 0of 24
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This contract grew out of the U.S. Defense Department’s Joint Strike Fighter (JSF) program,
which was conceived in the early 1990s. The Pentagon decided to replace the aging fighter fleets
in all branches of the nation’s military with a next-generation jet that could be built on a
standardized product platform and that combined the features of a stealth aircraft with state-of-
the-art supersonic capabilities. In 1995, the United Kingdom jumped into the project when it
decided that the fightersin the Royal Air Force and Navy also needed replacing and that the JSF
program would be the most economical way to accomplish that task. Today, at least six other
countries, including the Netherlands, Italy, Denmark, Norway, Canada, and Turkey, are
considering participation.

The contract to design and manufacture jets for the JSF program was so large that it
caused a fundamental reconfiguration in the aerospace industry. In fact, the winner of the
contract would become the nation’s only fighter jet manufacturer. Now-retired Lockheed
aeronautics executive James “Micky” Blackwell called it “the mother of all procurements’ and
suggested that the JSF program would eventually be worth $1 trillion to whichever company
wonit.! In 1996, when the Pentagon announced that Lockheed Martin and Boeing had each
won a $660 million prototype development contract and would be the only companies allowed to
compete for the program'’s final contract, one competitor, McDonnell Douglas Corporation, sold
itself to Boeing. Northrop Grumman, another spurned competitor, tried to merge with Lockheed
Martin; after the government blocked that deal, Northrop Grumman declared it would no longer
compete as a prime contractor in the military aerospace market and joined the Lockheed team as
partner.

In October 2001, the final contract, the largest single defense deal ever, was awarded to
Lockheed. It called for the eventual delivery of more than 3,000 aircraft to the U.S. military
alone, and the Congressional Budget Office valued it at $219 billion over 25 years. That seemsto
be the tip of the iceberg: The company will easily export another 3,000 planes, and the life of the
contract could extend into the middle of this century. Revenue generated by this sale may not hit
the trillion-dollar mark that Micky Blackwell targeted, but based on sales of past generations of
fighter jets, industry analysts think that it could easily reach three-quarters of that figure.

. We've already mentioned the first two characteristics that all complex sales share with
the JSF contract. Complex sales involve large financial investments and long sales cycles.

Copyright © 2003 by Jeffrey P. Thull. All rights reserved. 14 of 24
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Witness JSF s several hundred billion dollar price tag and the years that it took to award the final
contract.

Another common characteristic of the complex sale isthat it requires multiple decisions
at multiple levels in the customer’s organization. It frequently involves multiple organizations
working with the customer. In the purchase of many products and services, the buying decision
is clear and entails little risk. The customer clearly understands the problem, clearly understands
the solution, and can easily sort through the pros and cons of each alternative. There really is not
much that can go wrong that would not be anticipated.

In the complex sale, there is no single buying decision or single decision maker. The
buying process is actually along chain of interrelated decisions, impacting multiple departments
and multiple disciplines that can ripple throughout a customer’s organization. In the JSF
program, this chain of decisions stretched beyond the horizon. It included a huge number of
decisions with serious implications for the future, such as the decision to pursue asingle platform
fighter that can be modified for vastly different uses and the decision to award the entire contract
to a single prime contractor.

The difficulty of coping with the long decision chain is compounded by another common
characteristic of the complex sale: multiple decision makers. Shelves of books are devoted to
helping salespeople find and close the decision maker, that one person who can make the
decision to buy on the spot. In the case of acommodity sale, there often is just such a person—a
purchasing agent or a department head with a budget or senior executive who can simply sign a
deal.

In the complex sale, however, the search for this mythical buyer is fruitless. There is no
single decision maker; often, even the CEO cannot make a unilateral decision and must defer to
the board of directors. Certainly, there is always a person who can say yes when everyone else
says no, and, conversely, there is always someone who can say no when everyone else says yes.
Reality today shows that the majority of decisions, quality decisions, are the result of a
consensus-building effort—an effort that the best of sales professionals orchestrates. Therefore,
the complex sale has multiple decision makers, each seeing the issues of the transaction from his
or her own perspective and each operating in the context of his or her job responsibilities and of
course, their own self-interest. The decision makers in a complex sale may be spread throughout

an organization and represent different functions and frequently will have conflicting objectives.
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They can be spread throughout the world, as in the case of a multinational corporation, buying
products and services that will be used throughout its organization. They may also represent
multiple organizations, as in the JSF contract, where the different sectors of the military, the
executive branch, and the Congress were all involved in the sale, as well as the governments and
military forces of other nations.

The complex sale, however, is not arun-of-the-mill transaction. The customer’s situation
is often ararely encountered or a unique occurrence. The advent of e-commerce brought about
just such a situation. Suddenly, an entirely new distribution channel became available to
corporations, institutions, and governments. Many organizations floundered as they tried in vain
to understand this new world. Should they go online or not? What would happen if they did?
What would happen if they didn't?

Organizations that did make a decision to expand online were faced with a second set of
critical decisions. The solutions themselves were based on newly developed technology, and
customers had few guidelines for judging between them. The results, as anyone who watched the
rise and subsequent fall of the e-commerce revolution knows, were widely varied. But one thing
is certain: For each successful online expansion, there were hundreds of equally spectacular
failures.

If you examine the JSF program, you find that the Pentagon invested years in exploring
and defining the problems of its existing fighter fleets. It determined the two companies most
likely to create the best solutions to those problems and paid them $1.32 billion to develop
prototypes. Only then did they make a final decision.

A final characteristic of the complex sale and major consideration for sales success is that
customers require outside assistance or outside expertise to guide them through complex
decisions. They cannot do this by themselves. Y ou should begin to consider this question: To
what degree do you and your team provide this expertise? To help organize your thoughts,
consider that your customers need this expertise in one or more of three major areas. First, they
may require outside expertise to help diagnose the situation. They may not have the ability to
define the problem they are experiencing or the opportunity they are missing. In many cases,
they may not even recognize there is a problem. So consider: To what degree do you and your
team assist the customer in completing a more thorough diagnosis?

Copyright © 2003 by Jeffrey P. Thull. All rightsreserved. 16 of 24
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Second, even if your customers could accurately diagnose their situations, they may not
be able to design the optimal solution. They may not know what options exist, how they would
interact, how they might integrate into their current systems, and other such considerations. To
what extent do you and your team enable customers to design comprehensive solutions?

Finally, even if your customers could diagnose their problems completely and design
optimal solutions, they may not have the ability to implement the solutions and deliver the
expected results to their organizations. To what degree do you and your team provide
implementation support to assure that the maximum impact of your solutions is achieved?

In summary, the characteristics of complex sales involve long sales cycles. They require
multiple decisions that are made by multiple people at multiple levels of power and influence,
each of whom approaches the transaction from his or her own perspective. Finally, they involve
complicated situations and sophisticated and expensive solutions that are difficult for the
customer to understand, evaluate, and implement.

In addition to the elements of the complex sale itself, the two environmental forces that
we introduced at the beginning of this chapter—commoditization and increasing complexity—
also have a direct effect on sales success. To round out the portrait of the world in which we sell,
we take acloser look at each.

Driving Forces of Commoditization

Commoditization is a big word for a phenomenon that salespeople face every day, that is,
the pressure from the customer to devalue the differences between their goods and services and
reduce their decision to the lowest common denominator—the selling price. The pressure to treat
all entries in a category of products and services as identical is driven, in some instances, by very
real forces and, in others, by emotional needs. In either case, the pressure exists and sales
professionals must deal with it.

Technology is one of the real forces driving commoditization. A good example of how
emerging technology can commoditize a product is the personal computer and development of
electronic commerce. Before the Internet, enterprise-level PC sales were considered complex
sales and all the major computer manufacturers had large sales organizations dedicated to that
task. Today, alarge portion of those sales positions have been eliminated. PC makers still
maintain sales forces for their high-volume customers, but buying a number of PCs for a
company can also be accomplished in a self-service, commodity-based transaction.
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Even a short visit to a Web site such as Dell.com makes the point abundantly clear. Dell
Computer Corporation has played a leading role in the commoditization of the PC and has
profited handsomely from its work. The company was founded on a direct-to-the-customer
model that eliminated the external sales and distribution chains that other PC manufacturers
depended on. When e-commerce technology appeared, Dell was the first to move online. Starting
in 1996, Dell customers who wanted a self-serve transaction could research, configure, and price
their PCs, associated hardware, and off-the-shelf software on the company’s Web site. Today,
they can do the same at two or three of Dell’s major competitors. They can compare prices and
make their purchases without ever speaking to a saesperson. What was once solely considered a
complex product (and sale) has been transformed by experience, knowledge, and technology into
aproduct (and sale) that can just as easily be treated as a commodity.

Dell has successfully created a best of all worlds. For the customers who can determine
their own needs, configure the computer they want, and set up and use the computer without
assistance, Dell has provided the lowest cost of manufacturing in the industry and has enabled its
customer to order a computer with little or no sales support. On the other end of the spectrum, for
the customer looking to set up an elaborate network of PCs or for a complex e-commerce
business, Dell has assembled a team that can provide high-level support in diagnosing,
designing, and delivering sophisticated solutions.

The second real force driving commoditization is the lack of differentiation between
competing products in the marketplace. The growing similarity between the products and
services that compete in specific market niches is not afigment of our imaginations.

To return for amoment to the personal computer, corporate buyers often see little
difference between one company’ s PCs and the products of its major competitors. Who can
blame them? Perhaps the shape and color of the computer is different; so is the name on the box.
But, the main components of the computer—the processors, memory, hard and disk drives, and
motherboards—are often identical. Therefore, many buyers decide this purchase based on price.

The similarity between competing products and services is a function of industry
response times. Unless they are protected by law (as in the case of new prescription drugs), the
length of time that the inventors of new products and services enjoy the advantage of being first
into the market is getting shorter and shorter. Competitors see a successful or improved product
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and quickly match it. Therefore, one important reason for the increasing difficulty in
differentiating products and services isthat, in actuality, they are increasingly similar.

Another reason it is getting tougher to differentiate products and services is that
customers don’t want to. The more complex products and services are, the more difficult it is for
customers to compare and evaluate them. Analyzing and deciding between long lists of
nonidentical featuresis hard. Simply comparing the purchase prices is much easier. Customers,
by the way, are the third driving force of commoditization.

Customers are always trying to level the playing field. They attempt to reduce complex
sales to their lowest common denominators for good reasons. The most obvious is financial.
When customers are able to convince vendorsthat their offerings are essentially the same, they
exert tremendous downward pressure on the price. For instance, if General Electric’s jet engines
are the same price as Rolls Royce's jet engines and the customer can’'t or won't see any
difference between the two, what must those vendors do to win the sale? Unfortunately, the
easiest answer, and the one that takes the least skill to execute, isto cut the price, which iswhy
S0 much margin erosion occurs at the point of sale.

An example of the extreme impact this can have on a business involves a client who
came to us after their business had taken a devastating hit. This company had developed a
manufacturing technology that became a standard in the chip manufacturing industry. They
produced a piece of capital equipment, sold about 300 units per year, and enjoyed a very large
market share. The situation was too good to be true, and a competitor entered the marketplace
offering the “same thing” for 32 percent less. The original manufacturer did not initiate the
diagnostic process we describe and, faced with the threat of losing customers, lowered prices in
response. Their average selling price dropped by 30 percent during the following year, resulting
in areduction of $24 million in margins. The irony of the story is the upstart competitor, who
made the claims, sold only 15 units, a 5 percent market share. The manufacturer’s inability to
respond in a productive manner nearly destroyed their business.

Customers also try to oversimplify complex transactions for emotional reasons. Often
they are in denial about the extent of their problems. Think in personal terms: If your stomach
burns and you chew an off-the-shelf antacid, your problem must be temporary and is easily
solved. If you go to your doctor, who discovers you have an ulcer, your problem jumpsto an
entirely different level.
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Fear drives customersto oversimplify transactions. Our customers are professionals, and
it isdifficult for professionals to admit that they don’t understand problems and/or solutions. We
need to take into account that our customers may be concerned about appearing less than
competent in front of us and in front of their bosses. So, instead of asking questions when they
don’'t understand something, they may simply nod and reduce the transaction to what they do
understand—the purchase price.

Finally, there is the emotional issue of control. We regret the negative stereotype of a
professional salesperson that exists in many customers’ minds. Customers are fearful that by
acknowledging complexity and admitting their own lack of understanding, they lose control of
the transaction and open themselves to manipulative sales techniques. The simpler the customers
can make a sale, the less they must depend on salespeople to help them. Thisis their way to
maintain control of the transaction and protect themselves from unprofessional sales tactics.
Driving Forces of Complexity

The portrait of the world in which we sell is aimost complete. We have examined the
nature of the complex sale and the environmental pressures that are forcing them into
commodity-like transactions. The last element in the picture is an equal and opposing pressure
that, in essence, is forcing additional complexity into aready-complex transactions. Simply put,
environmental forces are adding more complexity to the mix. We are seeing complexity piled
upon complexity.

Many of the driving forces of complexity are emerging from the changing nature of
business itself. The structure of our organizations is becoming more complex. In many cases,
decentralized organizational structures have replaced the fixed, hierarchical infrastructures on
which traditional companies were built. In other cases consolidations are having the opposite
effect and have taken decisions away from the technical, clinical and operational levelsto
professional managers who frequently take a vital but limited financial view to their decisions. In
addition, the speed with which these transformations are occurring is unprecedented. The result
isincreasing difficulty in understanding and navigating our way through a customer’s business.
| dentifying the powers of decision and influence in today’ s corporate labyrinths isn’'t easy either.
With increasing frequency, the customer themselves cannot define their “decision process.”

The trend toward globalization is exacerbating the growing complexity of organizational
structure. We are often selling into decentralized companies that span the globe and encompass
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dozens of different languages and cultures. “Where in the world are the decision makers?’ is not
arhetorical question in an increasing number of situations.

The restructuring of organizations has extended back down the supply chain. Customers
are consolidating, fewer companies are controlling higher percentages of demand, and fewer
competitors are controlling higher percentages of supply. It’s an environment where winner takes
asubstantial share, if not al, of the marketplace.

At the same time that our customers are demanding commodity-based pricing from us,
they are demanding more complex relationships with us. They are drastically reducing their
supply bases and asking the remaining vendors to take a more active role in their business
process. They want those of us who are left to become business partners and open our
organizations to them. They are also asking us to add value at much deeper levels than we have
traditionally delivered to their organizations.

The customers' desire to build tighter bonds with fewer vendors is adding complexity to
the sales process. Buying decisions include more considerations and more players, and those
players are often located at higher levels in the organization. Thisis on top of the multiple
decisions and multiple decision makers that already characterize complex transactions.

There is an even more sobering consideration here: If your customers are tightening up
their supply chain, there will be fewer opportunities in the long run. One lost sale in this
environment could easily translate to the long-term loss of the customer. We saw an extreme
example of what that can mean in the case of the Pentagon’s contract for the Joint Strike Fighter.
The companies that did not win that sale had to either abandon that business or accept supporting
roles working for the winner. How many customers can you afford to lose on along-term basis?

Increasing levels of complexity can also be found in the situations and problems our
customers face and in the solutions that we offer them. We tend not to see the world through our
customers' eyes, but when we do, we find that they face many problems. Their business
environments are more competitive than ever, technological advances are radically altering their
industries and markets, and their margins for error are always shrinking. The increased
complexity of the environment translates directly to increased complexity in their problems.

The solutions that we design to address those problems are correspondingly complex.
Products and services must be designed to transcend geographical borders and connect and
integrate decentralized structures. Our solutions need to incorporate complex technical
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innovations and address the needs created by technological change. In addition, our margins for
error are always shrinking. The complex solution and the situation it is designed to address are
ever changing and increasingly complex.

Finally, complexity is driven by competition. To stay on top of our markets, we often find
ourselves trapped in “innovation races’ with our competitors; in doing so, we can actually outrun
the needs of our customers. Harvard Business School professor Clayton Christensen calls this
performance oversupply and describes the phenomenon in his book, The Innovator’s Dilemma:
“Intheir effortsto stay ahead by developing competitively superior products, many companies
don't realize the speed at which they are moving up-market, over-satisfying the needs of their
original customers as they race the competition toward higher-performance, higher-margin
markets.”?

Ironically, when the complexity that we add to our products and services exceeds the
needs of our customers, they respond by ignoring the features they do not need and by treating
our offerings as if they were commodities. Here's how Christensen traces the process. “When the
performance of two or more competing products has improved beyond what the market
demands, customers can no longer base their choice on which is the higher performing product.
The basis of product choice often evolves from functionality to reliability, then to convenience,
and, ultimately, to price.” ® Here is yet another example of technological innovation driving
commoditization.

There are two pointsto all of this: First, if you are already involved in complex sales, you
can expect them to get more complex. Second, if you are not selling a simple commodity but
have arelatively simple sale at this time, you may well end up with a full-blown complex sale in
the near future.

Getting Back tothe Dry Run

Now that we have a complete picture of the world in which we sell, we can turn back to
the Dry Run. In every variation of that scenario, sales professionals are doing everything they
have been taught, they are offering high quality, cost-effective solutions, and yet their conversion
rate of proposalsto salesisin free fall. Why?

The answer is that the nature of the complex sale and the opposing environmental forces
of commoditization and complexity are making it extraordinarily difficult not just for sales
professionals to bring in revenues, but for customersto fully understand the problems and
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opportunities that they face. The complex sale and the forces that affect it are impairing our
customers' ability to make rational purchasing decisions. Ultimately, that is why the salespeople
in the dry run did not win the sale. Their customers were unable to make a high-quality decision.

We are not saying the customers are incompetent, although many frustrated salespeople
level that charge. The vast majority of customers are fully capable of understanding complex
transactions. The problemisthey don’'t have a process that can help them interconnect the key
elements of their business to bring the required perspectives together to enable them to make
sense of these transactions. That is the underlying thesis of this book and the key insight that
allows usto get inside the complex sale: Customers do not have the depth of experience and
know edge in each of numerous complex subjects that allows them to form high-quality decision-
making processes that are specific to the requirements of each and every purchase of complex
goods and services. In complex decisions, one size does not fit all.

The oft-ignored reality of the complex sales environment is that our customers need help.
They need help understanding the problems that they face. They need help designing the optimal
solutions to those problems, and they need help implementing those solutions. The next logical
guestion is: What can we, as sales professionals, do about it? The obvious answer isto provide
the help our customers need. But, unfortunately, that isn't the strategy taken by the majority of
the leaders of sales organizations.

By and large, traditional sales leaders are focused on sales numbers, not the reasons
behind them. They understand numbers very well and, like everybody else, they know that
selling is a numbers game. So, the answer that we usually hear can be summarized in two words:
“Sell harder.” They try to solve the problem by pumping up the system. They command their
troopsto make more cold calls, set more appointments, give more presentations, overcome more
objections, and, thus, close more sales. If the company’ s conversion rate on proposals is 10
percent, they will simply write and present more proposals.

We' ve already described one problem with the “sell harder” solution. In today’s
environment, the number of potential salesis not infinite. At some point, you run out of viable
opportunities and are forced to sart chasing more and more marginal prospects. The other, more
fundamental problem with “selling harder” to win the complex sale is that it fits the popular
definition of insanity: Y ou are doing the same thing repeatedly and expecting a different result.
In the next chapter, we show you why that is so.
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communications and depth of commitment necessary to ensure customers succeed with
game-changing initiatives."
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"There's a powerful message in this book for senior executives: If your margins are eroding
and your organization is trapped in the conventional sales paradigm, Mastering the
Complex Sale has the road map and Jeff Thull is an excellent guide. He has captured the
essence of selling in today's turbulent times. A must-read for your entire organization."
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“The Prime Process cuts across all trading entities, multiple cultures, geographic borders
and functional disciplines. Mastering the Complex Sale is a clear approach to successfully
bringing together the multiple perspectives of sophisticated sales processes. It is required
reading for any complex business, whether local or global.”
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“Mastering the Complex Sale is a masterpiece! It's street smart and research backed and
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game. You'll walk away with not only the ‘what’ and the ‘how’ of the complex sale, but also
discover how to build the mental stamina it takes to compete at the top.”

Donato Tramuto, President & CEO
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