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“Ian and Dominic’s sharp and lucid analysis of what works and what doesn’t is both compelling and instructive. This is a must read for any business in a competitive market place.”

René Carayol, author, internationally renowned business guru, and media personality 



“I really enjoyed reading the book. In fact, once I started I wanted to finish reading to the end in one sitting. Why? Well, the book has some really solid messages and has a good way of putting it over. I feel I need to read again and plan to dip back when I need a refresh. It is easy and amusing and so should probably be read once and then referred to again and again.”

Mark Varney, Strategic Sales Director, Atos Origin 



“Coming from the procurement field I was pleasantly surprised to find how readable the book is even though I am not well acquainted with all the associated jargon. I was much impressed by the comprehensive action plans and by the substantiation of the effectiveness of these provided by the customer endorsements - the proof of the pudding is in the eating!

My only regret is that the book was not written 25 years ago as it would have enabled me to better understand where sales and marketing people were coming from because where they wish to go they always make abundantly clear.”

Stephen Wicks, Head of Procurement, European Space Agency 



“Direct, pungent and straight to the point A book that finally takes marketing out of the box and onto the next level. Why Killer Products annihilates all conventional thinking on the subject and offers a radical new recipe for dealing with customers. Consolidated mental processes are reprogrammed in order to be capable of perceiving needs in a new way and create a durable linkage with the Customer. The result is an infallible marketing strategy which generates and sustains added value over time. In essence the book  provides an innovative set of tools capable of dealing with today’s marketing chaos, and this I must say is no simple matter. Well done.”

Nigel Zanenga, Global Network Manager East Asia, UniCredit

“Strategy is good, execution is even better, but nothing else counts if sales are on the floor. Ian and Dominic have written a lucid and energetic book that gets to the bottom of the fundamental sales problem: killer (and other) products rarely walk straight out of the door. The key contribution is simple, like the best ideas - sales fail if we miss the value culture dominating the thoughts and actions of buyers. It’s not a difficult door to unlock because this actionable book provides the keys. Highly recommended to thoughtful leaders.”

Jyoti Banerjee, Co-founder, M Institute 



A sale is the key and core element of every successful business. There are a 1000+ books available around the subject. But Why Killer Products Don’t Sell is different as it uses a very strong angle which is buying behaviour. Whether you are a service company or a product focused organization, no company continues to have a killer product as markets evolve. Therefore even the best products need a competitive sales approach. This book gives you very good insight and ideas on how to optimise your sales process. The examples can easily be related your own situations and is recommended to anyone who wants to grow their business.

Steen Foldberg, Managing Director, Merrill Lynch Luxembourg
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Foreword

There is nothing more soul destroying for an evangelist, an investor, and most of all, for a founder than a truly innovative product which never fulfils its revenue promise. A little bit of you dies as every week the sales quotas are not met until the product is relegated to the dumpster.

 

I love starting companies, investing in start-ups, and promoting great products. But what I really love is seeing them succeed. And success is measured in dollars, so selling is job number 1, number 2 and number 3.  Crossing the Chasm by Geoffrey Moore clearly showed that there are different buyers with very different buying habits. But, despite these insights, little has been written to help entrepreneurs (and intrapreneurs) understand how to transform their brilliant ideas into products or services that companies want to buy and are able to buy.

 

What is missing is an understanding from the buyer’s perspective on what they go through when they make decisions about buying innovative and disruptive technology. Only then can the entrepreneurs understand how to align themselves and support their buyer. So this book is about sales, but not about sales technique or a detailed sales methodology. This is far more fundamental than that. This turns most hardened sales professional’s ideas and prejudices about sales on their head, and buries them forever.

 

This book provides practical and implementable actions that you can apply to your organization, tomorrow. It is designed to “make a difference” whether you are leading a start-up, innovating inside a corporation, or standing on the sidelines as an investor cheering the team on. I wish more entrepreneurs like Ian and Dominic would make time to  capture their valuable experience of building successful companies. If we did, then probably fewer ground breaking products and services would wither on the vine starved of that critical life-giving resource; sales revenue. Let’s drink to that.

 

Guy Kawasaki, 2008

 

 

 

 

 

Guy Kawasaki is a founding partner and entrepreneur-in-residence at Garage Technology Ventures. He is also the co-founder of Alltop.com, an “online magazine rack” of popular topics on the web. Previously, he was an Apple Fellow at Apple Computer, Inc. Guy is the author of eight books including The Art of the Start, Rules for Revolutionaries, How to Drive Your Competition Crazy, Selling the Dream, and The Macintosh Way. He has a BA from Stanford University and an MBA from UCLA as well as an honorary doctorate from Babson College.




Introduction




WHAT THIS BOOK IS ABOUT 


You all thought it was a killer product, but sales flopped 

You’re a major corporation with a track record of strong sales for your current product range. You’ve worked long and hard to produce a unique innovative product that you know the market needs. It should have flown out of the warehouse, but sales tanked and it has hit the morale and commissions of the sales team. Why?

 

Alternatively, you are a nimble start-up with experienced founders, who have built their reputation on sales in previous large corporations. Again, you’ve developed a ground-breaking product and made some early sales. To really ramp up revenues you have decided to sell through the channel, or you’ve hired a hotshot salesman. But nothing is happening. The only sales are being made by the founders. Why?


There is more than one type of sales 

It has long been understood that different sales techniques are required depending on the type and maturity of the product, the industry, size of customer, and the market. Some people think ‘sales is sales is sales’, and that any good salesman can simply change or morph their technique to suit the particular circumstance. But over 15 years of research into business-to-business sales has shown that this thinking is fatally flawed. There are sales techniques, but these are fine-tuning. What really make the difference are four clearly defined ‘buying cultures’.

The maturity of the product in the customer’s mind determines which of the four buying cultures is appropriate, and this is most stark in the purchase of technology or software. So, it is not surprising that there is a startling parallel between the buying cultures and the Technology Adoption Life Cycle principles that Geoffrey Moore made popular in his books Crossing the Chasm and Inside the Tornado1, which focus on buying technology.

 

This book will help you:• Understand why killer products don’t sell.
• Appreciate that there are four very different ways of selling, based on the customer’s buying culture.
• Appreciate that sales today require you to sell to a buyer in such a way that he wants to buy.
• Realize that how you create value is a very different proposition from the traditional ’sales is sales is sales’ approach.
• Understand how to engage your entire organization to support Value Created sales.
• Find a methodology to transform your organization to be much  more successful.



So, if you have a killer product, here’s how to ensure it really does sell . . .




WHY WE WROTE THIS BOOK 

Crossing the Chasm and Inside the Tornado, by Geoffrey Moore, are essential reading for every marketer in the technology field. In his books, Moore describes beautifully the dynamics of a disruptive marketplace, and the fundamental customer traits at different stages of market maturity. But there was not space within those books to give any insights on   how a company should organize itself, and operate based on the needs of different buyers. As profound (yet obvious) as Crossing the Chasm is in assessing the customer’s perspective, there is something equally profound (and obvious) to be said about the supplier’s perspective. Each different customer type needs a radically different method of engagement.

 

So, we wrote this book because we have seen products fail in company after company. Yet we’ve seen far less compelling products soar once the organizations have understood the four buying cultures (see page 12), the corresponding operational cultures (see page 13), and the IMPACT buying cycle (see page 21).

 

There are only so many companies that we can educate, work with, and support at any one time.2 This book needed to be written to enable us to help more companies understand how to get their innovative products to market. Nothing in the book is pure theory. Nothing is conjecture. Nothing is unproven. Some of the case studies are from global corporates, making an impact on the world with their innovative products. Others are small start-ups, embarking on their own quiet revolution.

 

We hope that you will gain as much from reading this book as we did from researching and writing it.




A BAR IN ROTTERDAM 

This story started in a bar in Rotterdam in 1992. I was consulting to a Dutch oil exploration company because at that time the oil industry was going through one of its transitions, and the old-style ‘roughneck’ manager needed to become more of a leader in the field. At the end of a   particularly long day I was having a beer with their Managing Director (MD); we got onto the subject of suppliers and their ability to align to the complex business needs of an exploration rig. The MD was not happy with his suppliers, from the caterers to the mud technologists. He saw them as one of the factors holding back the cultural evolution of his business. He knew that there were some suppliers who could contribute much more than they did, and there were others who tried to do too much. At one end of the spectrum they needed too much management attention, and at the other end his managers were developing ideas that suppliers had already perfected. I asked him to describe to me what a perfect supplier engagement would look like. It was not so much what he said which sparked my imagination, but what he did not say and the great difficulty he had in not saying it. I took his description of a supplier engagement and laid it out as a process, and by doing this I realized his problem. He was not articulating a single supplier engagement but multiple engagements, and the factors which changed the engagements were not just what the supplier was offering but what that offering meant to him at that particular moment in time.

 

What followed were several years of listening, observing, and learning from other people’s successes and failures, and bit by bit I was able to show how all these successes and failures followed a common pattern. I got the answer to my original question, and the realization that there was a huge gap in accepted practices in sales. One other major realization was that selling is one of the greatest global employers - it is a social science, and as such should be a serious degree subject, but it is not. No serious university on the planet offers sales as a degree subject, and that is something we would like to see change.

 

In summary: You can win much more business and your products will sell  much more effectively if you understand a Value Created sale. This book explains what you need to know. So, what started in a bar in Rotterdam has turned into a global consulting business and now a book - and possibly a degree subject . . .




WHO SHOULD READ THIS BOOK 

This book is intended to be a catalyst for action aimed at a range of people inside and outside your organization. Here are just a few, and why it is relevant to them:


Chief Executive Officer 

As CEO you are responsible for the overall performance of the business. That means the critical decision about which business model or models to apply should rest with you - or at least with you and your executive team. You determine how innovative you want the company to be, and the associated investment that goes with it. You need to see a return on that investment. You need ways to measure and evaluate your R&D, which is normally characterized as black-ops or special projects; or art rather than science.

 

This book will give you the framework to make these decisions, resulting in science rather than the art of the possible.


Chief Executive Officer of a start-up 

If you are leading a start-up, unless you have decided to take on an existing player with your me-too product, you probably have an innovative, paradigm-shifting, trend-leaping product. The unfortunate thing is that you have probably already hired a hotshot, big-ticket salesman, who has been successful with a ‘generate lead - handle objections - close deal’ approach. You know, as founders, in your heart of hearts, that this approach won’t work, but you need to scale. The only savior is the market. If your market matures really quickly, you may suddenly find yourself in a competitive market. Then you probably have the right sales team and business model. But if you are not the gorilla3 in the market, you may have a torrid time competing against the market leader. Then the only place of safety is in a niche that you can protect well.

This book will show you how to align your approach to the market, rather than waiting for the market to align with you.


Chief Operations Officer 

You are responsible for optimizing the operation of the entire business; for ensuring that each of the moving parts delivers a seamless experience for the customer and a great working environment for the employee. You know that sales are made by more than just the sales teams. You also get frustrated by the R&D spend which gets wasted when the products fail to sell. What if you could improve the success rate - dramatically? Running a company with sales going through the roof and money pouring in is easier than launching the latest cost-cutting initiative or turning down the funding for a new product idea.4

 

This book will help you understand how you organize the entire company, not just sales, to sell innovative products.


Sales Director 

The challenge you face depends on the size of your organization, the span of products, and your background. If you are Sales Director of a major multinational, you will have a wide range of products. Some will have been developed in-house and others from acquisitions. They will vary in market maturity. Understanding the best approach for selling each of these products is critical if they are all to succeed. Simply creating one sales team and putting all the products on the price list will not work - appealing though it sounds. A single product start-up is simpler, but the challenges remain the same.

 

A sound understanding of the principles in this book will help you recruit, organize, measure, lead, and coach your sales teams.


Head of M&A 

Your job is to buy companies for the organization and then sell off the bits that don’t fit with the overall corporate strategy. But now you have another consideration when you buy that new innovative start-up with a really sexy new product. Is the company geared up to sell an innovative product? Or is it just going to add the new product to the existing salesmen’s price list? Or worse, chuck it onto the company’s e-commerce site? The implication is that a consideration of the sales approach should at least influence the M&A strategy for the company - what products to sell off, which to support, and which ones to buy. You can also acquire products that are underperforming in other companies confident that you can make them fly off the shelves in your company.

 

Using the ideas in this book, you can formulate your M&A strategy.


CMO/Head of Marketing 

Are you viewed as the team that develops brochures and sources leads for the latest whizzy product, or are you part of an integrated and innovative sales machine? How do you know what marketing spend will contribute most? It’s easy to spend time and money that goes nowhere. And with innovative products, you have relatively little time to get it right.

 

The ideas in this book will help you decide on your marketing strategy, and understand when and how marketing should lead sales. You’ll find this book is the perfect companion to Crossing the Chasm and Inside the Tornado, as it explains how you work with the rest of the company.


Investors and VCs 

Before you invest in a company, does it have the correct business model? It’s a pretty fundamental question. But simply asking the management of the company is probably not enough. They are hardly going to admit that they don’t. So how are you going to validate that they are on track?

Clearly this is not the only due diligence you’ll do. You still need to evaluate the management team, the product, the market, and the competition. Now, using the approach in this book, you have another lens or perspective which will make you ask some different questions throughout the due diligence. Take a look at your existing portfolio. How many companies with great products are failing to meet the expectations they had when you invested? Have you and your management simply written them off; you get some stars and some dogs. You make so much on the stars that the dogs don’t matter to the portfolio. What if that didn’t have to be true? What if you could help the dogs become stars? This book will help you understand how to de-risk your investments.


Head of Innovation 

Your title gives the game away. You are there to be innovative. And if the company can afford to have a Head of Innovation, it’s probably a relatively large and mature business.5 You will have a portfolio of products and your role is to bring in new innovative products. So, where are the innovative products going to come from?

 

If your role is to look for innovative products in the market and acquire them, then you should look back at the Head of M&A/Investors and VCs sections. If your role is to generate innovative ideas internally across the whole company - or just within your team - then a fundamental question is, “How will the new sexy, innovative product be taken to market?” Will it be through the existing sales teams? This book will enable you to answer that fundamental question, based on theory backed up with experience.




HOW TO USE THIS BOOK 

This book is intended to be the catalyst for action. We hope that the ideas and examples inspire you to act. So, do whatever you need to do to make this book useful. Use Post-it notes, photocopy pages, scan pages, and write on it. Go to our website and email colleagues the e-book summary. Lend it. Rip it apart, or read it quickly in one sitting. Whatever works for you.

 

We hope this becomes your most dog-eared book.


Send us your feedback 

We love feedback. We prefer great reviews, but we’ll accept anything that helps take the ideas further. The ideas have resulted from every single person we’ve worked with. We welcome your comments on this book.

 

We’d prefer email, as it’s easy to answer and saves trees. If the ideas worked for you, we’d love to hear your success stories. Maybe we could turn them into video or audio interviews on our website, www.killer-products.com, so others can learn from you. That’s one of the reasons why we wrote this book. So talk to us.

 

ian@killer-products.com

 

dominic@killer-products.com

 

feedback@killer-products.com




CHAPTER 1

Some killer products really don’t sell




SO MANY PRODUCTS, SO FEW SALES 

Thereare great products in the marketplace, but great products don’t automatically mean overnight success - or even long-term success. In many cases, really innovative products not only fail to capture the market, but are swamped by inferior competition. Stories of entrepreneurial success and failure tend to focus on the product, without looking at the company behind the product: the culture, the business model, the sales approach, the back-office support. But this is where the magic ingredients are mixed into the secret sauce.6

 

Despite highly visible failures, the entrepreneurial spirit is stronger than ever in every corner of the world. This is fuelled partially by the relative ease with which a software product or website offering can be brought to market. And now, software is a critical and compelling part of every piece of hardware.

Consider the iPhone - without the beautifully tactile user interface it would just be another elegant (and expensive) piece of jewelry; or your BlackBerry - which needs layer upon layer of technology to push your messages to you wherever you are in the world, and bill you for the pleasure.

 

The line between a product and a service is becoming blurred in many areas. Therefore, we will use the term ‘product’ in the book to mean hardware, hardware + software, software installed on a device, Software as a Service (SaaS), or a pure service offering.

 

With the constant innovation of the software development platforms, it is easier to develop really exciting and compelling user experiences. Added to this, the range of delivery platforms is expanding: from the wacky Microsoft Surface™,7 through laptops, to smartphones which are permanently connected to the GPS and the Web. And now the iPhone has been opened up as a development platform. We need to be clear that innovative or disruptive products don’t exist only in the technology sector, but often a product or a service is made possible by back-office technology.

 

On television we watch programs like The Apprentice or Dragons’ Den, where eager, passionate, blinded, and desperate entrepreneurs and inventors believe they have created the killer product. The product which will have the world beating a path to their doors. These people are a microcosm of the greater business world, where large and expensive R&D departments go through essentially the same process.

 

Possibly the greatest output from R&D departments is blind faith. Many R&D teams adopt the attitude of “Don’t trouble us with your talk of sales, delivery, or measurement since we are not just inventors - we are artists in our industry.”8

A small tangent - Blind Faith. This was formed by Steve Winwood and Eric Clapton when they were both at a loose end after the break ups of Traffic and Cream at the end of 1968. Winwood and Clapton got together in early 1969 at Clapton’s house to jam, but word got out and Ginger Baker turned up to join in on drums. Ric Grech, from Family, was the last to join, on bass to free up Steve Winwood. I suppose one could say that this super-group had the makings of a killer product? Anyway, Robert Stigwood got them into a studio where they recorded several excellent songs, but the rush to release an album meant that the second side was filled with a long and rather uninteresting jam. They debuted in front of 100,000 people at a free concert in Hyde Park and then set off for a USA tour. Blind Faith fell apart on tour in August 1969 due to the uncritical hero worship and adulation from the American crowds, which offered no challenge for their musicianship, and the lack of opportunity to develop their music privately. Exit one killer product.


Ooga Labs is a very good example of this mass production of new products. Ooga Labs is a technology greenhouse based in downtown San Francisco developing four to six consumer Internet businesses simultaneously. Their purpose is to build unique Internet products to be used by millions, and Ooga has a company culture capable of churning these new products out ad infinitum. Ooga Labs is self-funded and thus has total control over the direction of its products. It only develops its own ideas and, of those products which it creates, only the ones that appear to Ooga to have a chance of becoming the next big thing will be fully developed. Ooga relies on finding the best software engineers because at Ooga, ‘building stuff’ is job number one and so engineering is skill number one. By developing multiple products under one roof, Ooga Labs believes it has the best of a start-up, a big company, an R&D lab, a movie studio, and a venture capital firm all under one roof. Ooga has set a goal of eight ‘company starts’ in four years. Only time and history will tell us if the model works.

These days it is easy to build products, and there are more places where they can be used - which sounds great. But remember, success isn’t proportional to the quality or the degree of innovation of the product - and business buyers and consumers are swamped with choice. Paint all this innovation on the canvas of a rapidly evolving marketplace and truly global competition, and the statistical chance of failure is huge.

 

But that hasn’t stopped innovation. More products are being brought to market every year, and probably another 100 will have been launched worldwide before you finish reading this book.9 That can only spell one thing: 98 of those 100 products launched will be stillborn, with the entrepreneurial flames burning within many talented people being snuffed out, along with their savings or investors’ funds.

[image: 002]

Surely there must be a better way? Or maybe this is simply technological Darwinism in action: adapt to survive, or you will become extinct.





HEROIC FAILURES 

History is littered with promising products which faltered badly or ultimately failed in both the business-to-consumer (B2C) world and the business-to-business (B2B) world. The consumer world has the best-known stories, such as VHS vs. Sony’s Betamax in the 1980s.

 

A replay of VHS vs. Betamax was the battle for the next-generation DVD player market which, in the end, was won by Sony with Blu-ray. Toshiba, which was backed by players like Microsoft, had to resort to slashing   the prices of its next-generation HD-DVD players as a last-ditch effort to save the format. But Toshiba did not lose the new DVD format battle in the B2C world. No, in 2007 they had 50 percent of the market. And then Sony outsmarted Toshiba by selling the Blu-ray concept to Warner Brothers, i.e. B2B. As Gartner analyst Paul O’Donovan said, “It shows what a highly competitive market it is. When it comes to video, it’s the person with the most content that wins.” Warner Brother’s decision means that an estimated three-quarters of new film releases will only be available on Blu-ray discs, and that signaled the end of an 18-month campaign and a multimillion-dollar investment by Toshiba.

 

The B2B market has an equal number of examples of ‘nails hit squarely on the thumb’. It’s just that they are not dinner party or tabloid newspaper stories. One of the reasons is that there is nothing quite so embarrassing as failed technology,10 and generally speaking major corporates don’t like bad PR. They have developed a habit of allowing small companies to take the risks of innovation and then snapping them up when it looks as if they have traction, or standing well back should they fail. If the failures are internal, then they’re buried early in life.

 

There are many examples. Why did a killer product like IP Telephony take so long to pick up? Why weren’t SGI’s blisteringly fast servers adopted by data centers? And whatever happened to the Psion Organizer? Why is it not up there with the iPhone and the BlackBerry?

[image: 003]

List the products that you were convinced should have been killer products, but weren’t.


A very good example of a killer product which did not make it in the B2B world is Radix from TSB International, described by Richard Beasley, now a Sales Director at BT who was tasked with selling it at the time, as follows:“TSB International, Canada worked closely with Nortel who had their global HQ in Mississauga, the same town as TSB. The product they had was called Radix, a network management system aimed at the PBX and voice network service providers.

Radix was well ahead of its time. It was incredibly powerful, with a UNIX operating system and Oracle database. As a result it was highly available, running on IBM RS 6000 and the HP RISC equivalent, and had the scalability to support thousands of endpoint devices. The functionality was much more advanced than the off-the-shelf systems like HP Open View and IBM’s Tivoli. Until Radix, service companies like BT had to have an army of engineers on site to keep their customers’ PBXs running and maintained. Radix meant that for every one hundred PBXs connected via an on-site ‘black box’, technology that TSB manufactured in house, you needed one less engineer; sixty-five to seventy percent of all faults could be fixed remotely, and automatic inventory control meant that in the event of a hardware failure the correct part could be dispatched to site with the engineer. This had a dramatic impact on improving customer service levels and reducing operating costs of the service provider, and on the face of it the ability to create some compelling business cases. There were even plans to extend its capability into toll fraud, a real problem at the time. In the end, poor marketing and a sales team that really didn’t understand how to sell the business benefits sealed its fate. The sales effort was all far too technology-focused, and in the end it became too much hassle to continue its development so we ended up selling the IPR. Eventually TSB International was acquired by Peregrine Systems.”





Chris Huggett, Sales VP at 3Com, on a faltered Killer Solution:“I’ve seen killer solutions that don’t sell. When I was Director of Vertical Marketing at Cisco back in 2001/2, we found that retailers were keen to do in-store advertising. They wanted to give customers an in-store experience of something other than just the price ticket and the packaging. This makes sense to lots of product categories, like oral healthcare, or breakfast cereals. It was quite a sensible attempt to pinch some of the advertising dollars from commercial television. It would mean that brands would be advertising to the consumer at the point where they’re making the buying decision. The challenge is getting those moving sexy images and sound to the consumer standing in the aisle. Retailers were mucking about with PC based systems, in-store DVDs etc. and it was all pretty rudimentary.

Anyway, Cisco used its strong brand to pull together the ad agency, WPP, as well as Sony. At the time plasma screen technology was coming down in price, broadband availability was increasing massively and ad agencies were getting their heads around what a message might look like in the five or six second commercial. So, timing was right to go and see the big retailers.

The pitch was compelling “We know you’re concerned about this and it’s a business issue. We think the technology is now in place for an in-store advertising solution. There are people who can manage the programming channel for you 24 hours a day. You can do all sorts of clever stuff like changing your prices up and down the country in all your stores from head office. Just change the price through your desktop, through all the stores in the country within seconds.” That seemed like an absolute killer product. Anyway we invested a lot of money, created a big marketing budget, created a team of people from WPP/Sony/Cisco talking to Marketing Directors and Managing Directors of big retailers.

It failed completely. The account managers were classic sales guys who were prisoners of the CIO. The CIO says “I don’t want video on my network. I’ve got enough trouble already keeping the network stable without adding new applications to it.” The account managers were cowed by this. They thought “I can see where my $6 million quota is going to come from with this guy, so I’m not going to antagonize him by going over to the business guys and having a conversation about running video advertising across the network.”

The retailer in question (a household name in the UK) ran a pilot in three stores. They ended up buying something that looked a lot like the original plan, two years later but not from Cisco. So, a really smart bunch of people came together, created something, put it on the table - us. Then some tiny company ran off with the spoils. It was a real failure of imagination by the account team, playing the percentages rather than seriously trying to add value to the customer’s business.”








SO FIRSTLY, WHAT IS A FAILURE? 

Failure is not just a discontinued product or a bankrupt company, although these are pretty stark measures of failure. At the other end of the ‘failure spectrum’ are products which fail to gather the expected market share and never become the dominant gorilla in the marketplace. They could still be profitable. But they are burning up resource which could and should be deployed to more profitable areas. Those products are holed up in a niche market being the best at something very, very specific, failing to fulfill their full potential. Their time is past. But how could it have been? Imagine how David Potter and the guys at Psion must feel looking at the success of the iPhone.

 

Let’s play the blame game. Someone must be to blame for all this waste. 

“Shares in Riversoft, the network management software group, plunged almost 25 per cent on Monday morning as the company warned that ‘a sudden and severe deterioration’ in the completion of orders led to second-quarter sales significantly below expectations.

I have never seen a quarter unravel so quickly. Things went from OK to dire in the space of a week at the end of the quarter. We were at the stage where we had met technical requirements, agreed contracts and drawn up the paperwork only for the deals to be closed down in the finance department.”

Phil Tee, Chairman and Chief Technology Officer
 Source: FT



News reports like this were quite commonplace in the dotcom bust, but they are far from unknown today. It would be easier and less embarrassing to simply explain away these failures as “too early for the market” or “delivering to a market which evolved too quickly”.

 

There is a saying that “the future is here, it’s just unevenly distributed”. What that means is, with a global market and the opportunity to market through the Internet to access that global market, you could probably find a group of customers for whom your product is not too early. But, think of this: if you are launching innovative products then you need to be able to market to the Early Adopters who were described in Moore’s  Crossing the Chasm. Therefore, by definition, you need to be world class at educating, shaping, and leading the market.

 

Alternatively, the blame is laid at the door of sales. The sales teams were inexperienced or were not the A players. Sure they could get the customer interested, but could never close. There are examples where these new innovative products were simply put on the price list so every salesman could sell them. The results have been the same. Nothing.

Perhaps the multimillion marketing budget was not available, a clear-cut argument. But there are examples where the product was beaten by an underfunded product whose marketing budget ran on fresh air.

 

Anyway, here are some of the more popular types of blame. Pick yours at your leisure:CDNU - Customers Did Not Understand

 

WWTE - We Were Too Early

 

BLUD - Bank Let Us Down

 

CMIC - Chinese Made It Cheaper

 

MPUW - Marketing Positioned Us Wrong

 

MSOI - Megacorp Stole Our Idea

 

SASS - Salesmen Are So Stupid




There is a common theme across all these acronyms. THE CUSTOMER IS NOT BUYING. Notice, we didn’t say the company isn’t selling enough of the product - the customer lies at the heart of the problem. So, how should you relate to the very different buyers with their very different ways of purchasing?




CHAPTER 2

It’s not how you sell, but how customers buy




SALES IS SALES IS SALES - RIGHT? 

Whyis it that organizations appear to behave in totally different ways when it comes to making decisions such as buying something? What is it that is driving and controlling what can sometimes appear to be erratic and illogical behavior?

It has long been believed that any one of the different sales methodologies will help you sell, irrespective of the type of product, the industry, the size of customer, or the market. It’s viewed that ‘sales is sales is sales’, and that any good salesman can simply change or morph their approach to suit the particular circumstance. There are no shortage of selling methodologies, such as Strategic Selling, TAS, Powerbase Selling, Solution Selling, Value Selling, The Complex Sale, Impax, and SPIN, to name a few.

 

Our 15 years of research and consulting on sales has spanned the range of organizations - from the largest global corporates turning over  $100 billion down to small companies with two employees who are just starting out. The research has revealed some remarkable results: the accepted thinking on sales methodologies is fundamentally flawed. The methodologies will help fine-tune your sales team and increase their productivity, but they will not determine whether your killer product will find its way to the customers.
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When did you last question the fundamentals of your sales process, rather than your salesmen?


It’s your ability to engage with the customer’s very clearly defined buying culture which will make the differences. And the buying culture is determined by product maturity. There are four buying cultures, which are distinct, and each requires a different engagement approach. These buying cultures, not surprisingly, show some degree of congruence with the different buyers described in Crossing the Chasm and Inside the Tornado.

 

It may be hard to believe that corporates like Cisco struggle to sell innovative products. Surely they have the brand, marketing muscle, and distribution channel to be able to bring a product to market and stuff it through the channel? And yet, they openly admit that the established approaches haven’t worked.

 

At the other end of the food chain there are small start-ups who are trying to establish a market for their ‘new, innovative, ground-breaking, paradigm-shifting’ product with no marketing resources and with the founders doing the selling. They probably get some early success but more often they falter and never break the $5m revenue barrier.

Most sales and marketing teams do not recognize that there are different buying cultures. They engage every customer against a backdrop of a simple sales process11:• Is there really an opportunity?
• Should we compete?
• Can we win?
• Is this good business?



Every sale is seen as a conquest. There is a winner and a loser. It is a matter of life and death. How many start-ups, after their initial flurry of success, find themselves debating how to grow to the next stage and how many come up with the solution “We will have to hire experienced and expensive salesmen. Who knows any ex-IBMers?”

 

One Sales Director of a very large software company12 said to me when he first understood the buying cultures, “I always thought I’d had twenty years of sales experience, I now realize I’d had one experience for twenty years!”, i.e. selling to only one buying culture.




FOUR BUYING CULTURES 

There are four distinct buying cultures. Each requires a different style of engagement, which are: Value Offered, Value Added, Value Created, and Value Captured. We represent them by suits of playing cards.13

Fig 1: Your future is in the cards.
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First, we need to understand the dynamics of the different buying cultures and agree on some terminology. Imagine that each buying culture is an organization’s way of saying to a supplier “This is what I want you to do for me before I actually buy from you.”

♥ Value Captured: Why Hearts: Because you’re worth it . . . the relationship between supplier and customer is interdependent.


The Value Captured buying culture occurs when the customer is willing to put themselves in the hands of a supplier in order to generate change or value. An example here would be an organization that is hoping to increase its flexibility and reduce costs through outsourcing. The customer will ultimately share responsibility with the supplier to get the value.

Example: Accenture used eBay to sell excess inventory for corporates on a commission-only basis. eBay, the customer, became the supplier as Accenture took all the risks developing the market but reaped the rewards when the ‘service’ gained momentum.


♦ Value Created: Why Diamonds: There are diamonds in the rough, but they are difficult for the customer to find.


The Value Created buying culture occurs when the customer senses there is an opportunity but can’t describe it. It takes the supplier to bring it into clear focus and suggest a solution. An example might be an organization that has recognized they need to drive operational effectiveness and improvement, but it takes a supplier to show how they can engage their employees in adopting shared processes, how they will deliver it, and what a solution might look like.

Example: Nimbus has been selling its process management software, Control 2007, to manage corporate processes as a valuable asset (as opposed to drawing boxes and lines in Visio). It requires educating customers about its existence and the benefits of the approach and Nimbus Control 2007.



♠ Value Added: Why Spades: This is about hard work and digging in. Calls multiplied by Demos 5 Orders! You win 2 out of 5 bids. You negotiate hard and fight for your corner.


The Value Added buying culture occurs when the customer recognizes that they need to find a solution to a pain or opportunity, and they are looking for options. An example is a customer looking for a CRM system. CRM systems are known to exist and the benefits are understood, but it requires the supplier to explain the value of their product over those of their competitors. The majority of technology is sold in this way. That is why it is usually delegated to the IT department to make the purchase. Alternatively, the business has abdicated responsibility.

Example: SAP competes in the established and understood ERP enterprise software application market. Winning requires better functionality and a lower per seat price in comparison with the other credible competitors.


♣ Value Offered: Why Clubs: You need a club to beat the customer and the competition into submission - it’s a commodity/price thing.


The Value Offered buying culture occurs when the customers know what they want and all that is left to do is decide what color it will be. An example is an organization that is looking to procure a number of laptops as part of an initiative to mobilize the workforce. The customer will conduct his own research and make a decision about which model or version. He will then use the Internet to identify the lowest price or go back to his preferred supplier list. For the supplier it’s  about establishing a brand and having the lowest friction sales and delivery channel.

Example: Dell laptops are ordered and delivered over the Web and the customer decision is based on Dell’s brand, the price, and availability. Dell needs to optimize its supply chain to maintain margins.





HOW DOES ALL THIS RELATE TO GEOFFREY MOORE’S CHASM? 

There are clear parallels. Crossing the Chasm by Geoffrey Moore shows the customer’s perspective. Before making any comparisons between sales culture and chasm theory, let’s go back to the spot where Geoffrey Moore started, at the theory of Diffusion of Innovation. It’s the study of how, why, and at what rate new ideas and technology spread through cultures. This work began in the 1950s at the University of Chicago with funding from television producers who sought a way to measure the effectiveness of broadcast advertising. It soon became apparent that advertised products or services were ‘innovations’ in the culture. The real pioneer of this thinking was Everett Rogers, who proposed that adopters of any new innovation or idea could be categorized as Innovators (2.5%), Early Adopters (13.5%), Early Majority (34%), Late Majority (34%), and Laggards (16%), based on a bell curve.

 

Moore argues that there is a chasm between the early adopters of the product (the technology enthusiasts and visionaries) and the early majority (the pragmatists), and these two groups have very different expectations. How does buying culture relate to chasm theory? Fig 2 shows the mapping of buying cultures to chasm theory.

Fig 2: The Chasm

[image: 006]

Let’s focus on crossing the chasm. That starts with early adopters. The early adopters are people who see breakthrough potential in some technology and want to exploit that potential. Now, some people might believe that the early adopters simply rush straight to purchase. But this is not true. Early adopters follow the same processes of behavior as most other buyers. The big difference is the degree of risk that they are willing to accept as they move through the sales process. Because of this trait they are often quite willing to buy new and unproven technologies as value created buying culture. Quite often it’s this initial easy surge of interest from the early adopters which leads a supplier to believe mistakenly that they have a killer product on their hands.

 

But, early adopters will also buy mature, well-understood products as Value Offered. Selling these products to them using Value Created buying culture simply wastes resources and increases the cost of sale. Crossing the chasm means engaging the early adopters in a Value Created buying culture-driven sale, and then grabbing the attention of the early majority. If the early majority is going to adopt new thinking, they want a 100 percent solution to their business issues. They want a product that works  and is supplemented by services and auxiliary products. They want to be able to hire people who’ve used it. They don’t just want a product or point solution. This attitude is typical of the Value Added buying culture. So the product will change buying culture as it crosses the chasm.

 

Incidentally, Value Captured could be used across any of the buying groups, which is why it’s not been shown on the diagram.




WIIFM - SO WHAT EXACTLY DOES ALL THIS MEAN TO ME? 

Enough about the customer - what does this mean to you, the supplier? We want to start by looking at the value chain in a very generic fashion. As Fig 3 shows, there are key process silos in the primary value chain and a set of supporting processes.

Fig 3: Value Chain & Supporting Processes
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The primary value chain starts with product innovation in Develop Product, which is where you create, develop, and manufacture your ‘products’. It may be a simple piece of hardware or a full service offering. The products are designed, built, polished, and passed over to marketing whose role it is to create messages around the product to Create Demand  for it. It’s the turn of sales to pounce on every opportunity, which they  then close and hand over to the delivery teams.14 In theory, this works very nicely until we factor in the customers’ buying cultures, all four of them. We have inserted the four buying cultures between Make Sales and  Deliver Product, because that is where you connect with the customer. Each of the buying cultures is a different route to close business.

 

What are we saying here? Everything in the business should be focused on the correct route to the customer, based on the way that it wants to buy. But this is not about personal preference, it is driven by the maturity of the product in a given marketplace. For example, a risk-averse customer will not always buy with a Value Captured approach. If the customer needs the benefits of the product described to him by the supplier, the market determines that it will use a Value Added approach.

 

So, a clear understanding of which buying culture is correct for your product in that particular market and geography is critical. Choose the wrong route and your killer product will stall before it starts and the entire value chain will be wrong. R&D will not be responsive to changes and updates. Marketing will spend a great deal of money projecting the wrong messages. Sales commission plans will not encourage the right behavior. Sales people will be incentivized to take the wrong route.15

 

At this point you might be tempted to think “Well, the answer is easy. This is just about understanding the quirky behavior of the customers and getting our sales guys to match their behaviors.” But this is not simply a sales issue, it is an issue that the whole organization needs to address. It is about the creation and alignment of the operational culture of your company.
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Alignment of the supplier’s operational culture and the customer’s buying culture is the fundamental key to the success of a product.


Alignment of the supplier’s operational culture and the customer’s buying culture addresses such issues as:• The product - is it innovative or me-too?
• The target market - is it sensitive or commoditized?
• The sales force - product or concept?
• Sales commission and company incentives - what is the product margin or likelihood of company success?
• The partner ecosystem - will it generate demand or deliver solutions?
• The competition - is it complacent or aggressive?
• Brand equity - is it positive or irrelevant?



What we do see from this perspective is that the customers’ buying cultures need to be taken into consideration within all elements of the value chain when creating, designing, and building that killer product. It affects the cultural feel of the company. It touches every area of the business.

 

So, to understand how to develop the correct operational culture, we need to look into how an organization buys in a lot more detail. What is the process that it goes through? How are decisions made? And how does this decision-making process fit with the buying cultures?




HOW DO PEOPLE BUY? 

Strictly speaking, the title of this section should be ‘How organizations buy’ as this is really a book about business-to-business sales. However, since it is individuals within those organizations who buy from other individuals, we would be naïve to consider corporate culture without looking at it through the eyes of the different personalities of the buyers. For example, a company full of infectious, over-optimistic entrepreneurial types will purchase differently from those in a risk-averse government department.

 

That said, there is a pathway or process that all organizations follow to reach purchasing decisions. This process does not vary across industries or even regions of the world, because it is inextricably linked to instinctive human behavior. It is just the speed that organizations or individuals travel through the process that differs. The process is called IMPACT.

 

The IMPACT process may be followed in a formal way or it may be tacit and informal. It may involve large numbers of people, both inside and outside the organization, or it may be driven by one individual. It is guaranteed that any idea which leads to a purchase in an organization, be it corporately or personally driven, has followed this process.

 

The six key phases of the process are easy to remember as they have an enormous IMPACT on your company’s performance:[image: 009]



Every purchase goes through all six phases, with or without the supplier’s assistance. What differs between the four different buying cultures is the point at which the supplier is given permission to engage with the customer. The reason that most salesmen don’t recognize this process is because the customer goes through the process on their own, and only  invites the supplier in for the last one or two steps. But more of this later. First, let’s understand the IMPACT process.


Phase 1: Identify 
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The identification of ideas for changing or improving a business that are good enough to warrant investigation.

 

This is the ideas phase. This may be the executive team going on an offsite with strategic consultants to plan its future. The executive team will be looking for ways to grow revenues, create competitive advantage, increase shareholder value, contain or reduce costs. That is, it is ‘blue sky’ thinking to discover breakout ideas, rather than looking for solutions. Alternatively, it could be looking out into the future to see how technology will help the company become more competitive or impact its markets.


Phase 2: Mentor 
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Enrolling a mentor (evangelist) to the idea to validate it.

 

The executive team will take the breakthrough ideas or big bets and give them to someone in senior management to act as a mentor for the ideas. These ideas are not for public consumption, and the mentor should only work with his close team and trusted advisors to ratify the thinking. The mentor will be scoping and testing the ideas for feasibility, credibility, and political acceptability as much as he can without drawing undue attention. Mentors may send out a Request for Information (RFI) to test the  market at this point. The mentor will produce a report which will be presented back to the executive team. If accepted, the mentor will start to plan how the breakthrough idea can be delivered as an initiative, how it will be announced, what will be presented and to whom, and a route through the expected political maze. A sponsor may have aligned himself with the initiative - either formally or informally.

 

If the report is not accepted then the ideas get buried - forever.


Phase 3: Position 
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The public decision to make resources and budget available to invest further in the idea.

 

Buy-in is the big challenge because it involves managing politics. But why do politics play such a major part in this phase? The answer is simple. The announcement of a new initiative is an announcement of impending change. And change will always produce an upsurge of emotions, both positive and negative. Executives know that the moment they announce a new initiative they will see their teams form into camps - those who are for it, those who are against it, and those who are trying to take credit for it. So, what happens in this phase? Once the initiative is announced the mentor will be responsible for all the communications from this point. But the mentor will need to find a sponsor, because to move forward into the next phase will require resources (money, people, time) to assess the value of the initiative. The sponsor will be the person or body of people with enough political muscle to get the resources. Remember when Carly Fiorina announced to the Packard family shareholders that she intended to acquire Compaq? They rejected her idea out of hand and at that point her idea was dead, unless she could find herself a sponsor with more  power than the Packard family. She found this in the form of the institutional investors on Wall Street. The mentor will know that the initiative is moving out of the Position phase when an assessment team is assigned.


Phase 4: Assessment 
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The assessment of the good and the bad in the idea.

 

The Assessment phase plays a very important part in the post-Enron corporate world. In the 1990s, corporate accountability and due diligence were seen as overhead or optional. Enron, Tyco International, Adelphia, WorldCom, and others changed that. These scandals, which cost investors billions of dollars and shook public confidence, generated legislation that ensures company officers are held accountable for their decisions. Particularly ones involving investment and strategic direction, which has made the Assessment phase a big hurdle.16 But the Assessment phase is not about cost justification, it is an evaluation of everything, both quantitative and qualitative. This typically involves an assessment team or project team conducting a proof of concept or pilot project to generate the evidence and data. Hence, the need for a sponsor capable of funding the team.


Phase 5: Case 
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The creation of a quantified business case and assignment of resources/ budget to it.

The mentor will use the output from the Assessment phase to build a business and investment Case, possibly including solutions. It’s likely that this Case will then be pushed back and forth between the mentor and the sponsor until the sponsor is happy that the Case appears to support all relevant business and political goals. Then, the Case can have a budget actually assigned to it and will be made public. If the organization requires that all external purchases are done via competitive tender, then this is when those tender documents are created and distributed.


Phase 6: Transaction 
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The confirmation of the project to all internal and external stakeholders and to the suppliers.

 

Procurement will raise a purchase order and negotiate contracts for the solution put forward in the Case. Depending on the solution, market and company approach procurement may need to drive a formal procurement with competitive tendering, beauty parades, and all the fun and games that this entails.




MOMENTUM = GETTING THE RIGHT PEOPLE ON BOARD 

The fuel which keeps the IMPACT process moving is the sense of importance of the original idea, at both a corporate and personal level. Corporate politics will also play a role. The importance of personal and political goals must never be under-rated, because they are often backed by ‘alpha’-type personalities. These are people who have gained the loyalty and attention of others throughout the company. It may be because they are respected, feared, successful, manipulative, and control access to  some critical business process - or all of the above. The sense of importance that these alphas will be able to attach to the idea will be significant. These people have significant power because they are good at spotting and supporting good ideas.17




MANAGING RISK 

The idea remains at risk at every phase in the process. Most of the risk lies in the initiative or product being rationalized as not valid for the company at that time (i.e., it’s a bad idea). Hence, it will be ditched at one phase or another. But the idea is at risk between each phase for a variety of other reasons:• Political - the internal politics of the customer.
• Product - whether the product being considered is ‘proven’.
• Value - what is the pure business value of the idea?
• Financial - whether the idea creates unacceptable liabilities or costs too much.
• Brand - is the idea and any product in keeping with the image of the customer, is it ‘on brand’?



All of this means that any idea can be dropped at any phase of the IMPACT process, but the phase which presents the greatest risk to the supplier is Position, which is the graveyard of many ideas and poorly aligned suppliers. This is because it is during this phase that you, as a supplier, are most at risk of having your value stolen. Think about it, if you engage at the Mentor phase with an opinion about the customer’s idea, at that point it is just you and one or two others having a ‘conversation of possibilities’. The idea (which is now linked with your product) is accepted and goes public. You are then in a world of swirling emotions where the company politicians, empire builders, and plagiarists18 live.

Any, or all, of them may think about making a name for themselves by stealing the idea, but they will need to align with another supplier. Your role as the supplier during the Position phase is to identify all risks and the people attached to them, mitigate the risks, and then move the idea and the mentor into the relatively safe waters of the Assessment phase as quickly as possible.




End of sample




    To search for additional titles please go to 

    
    http://search.overdrive.com.   
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