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This book is dedicated to my children: Rebecca and
Mark. You are successful individuals in your own
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Introduction

Selling is not as fun as it used to be. That unarguable fact takes
its toll on sales professionals and the organizations they represent. If
you're reading this, a good chance exists that you're a sales pro who
once loved his job. How are you feeling about it today, and more
importantly, have you taken a hit on your ability to deliver results?
Maybe it’s the way you wake up every day wondering where that
great get-up-and-go feeling got up and went. Clients put you through
the wringer with ever-increasing demands. They organize more and
more people to participate in buying decisions. You are put through
never-ending rounds of negotiation. More concessions are always

demanded, and then even if you score a sale, where’s the celebration?

The world is a cost-cutting one for sales professionals. Even sales-
people with the most valuable products and services—those hand-
picked by the CEO or CFO—are now negotiated with an economic

buyer, better known as procurement.

Dealing with procurement is the new normal. To sell effectively
in this economy, sales professionals must recognize that the steps of
the well-crafted sales cycle have changed. The sales cycle is longer
and harder to assess. Customers offer less information and demand
more. Until recently, customers in a business-to-business (B2B) sale
expected to negotiate and offer discounts with the reward of more
volume. Salespeople developed relationships with customers over
time, developed a more intimate view of their needs, could antici-

pate their needs, and earned a measure of trust. In other words, you
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established yourself as a preferred vendor, with a badge that gave you
the freedom to walk the halls of their offices. Now all bets are off.

Although your relationship buyer might still work closely with
you, he usually has a new partner—procurement—that runs interfer-
ence. The proposal might even still be vetted with your closest rela-
tionship contact, but that contact no longer makes the decision. Off
it goes for another vetting with parties who are not invested in a part-
nership with you. Rather, they are motivated and compensated to cut
costs and save their company as much money as possible. In this fact
lies the source of many of the difficulties faced by sales professionals

since the recession of 2008 changed the sales playing field.

Procurement teams have been in place and trained to drive tough
negotiations for years. They prepare, and even tear apart, the finan-
cial statements of suppliers to determine what price the salesperson
should offer, and they get it with hard-nosed negotiating tactics. Their
tactical playbooks have been developed over years of practice “work-
ing over” salespeople just like you.

Salespeople who are not prepared for these professionals are
often blindsided. The procurement contact might be the nicest per-
son in the world and might even reveal the price point you need to ink
the deal. She tests you to see how easily you will meet that price. Now
you think you have an easy win. What you might not realize is that
now that she knows how easily you dropped your price, she expects
that even more discounts can be wrung out of you before she gives

you the order.

Are you desperate and up against the wall because it is quarter-
end? Do you need to close business whatever the price or cost to your
company? Will you cave and give big price discounts? Let me ask you
a few questions: Do you know how and why your price is what it is?
Can you defend it? Can you demonstrate value that aligns with that
price? Do you know whether the cost basis is real and competitive? If
you don’t know these things, you need to step back and figure them

out because price negotiations are going to just get tougher. You need
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to understand why your prices are the levels they are and what they
mean to your company’s profitability. You need to know your compet-

itors, how they perform relative to you, and what their price levels are.

Making the decision on how to price a deal is critical, and it needs
to be backed up with sound reasoning. I have spent years as a pricing
advisor and want to help you better manage the final frontier of good

pricing—the customer negotiation. That’s what this book offers.

“What separates great salespeople from good ones?” I was giving
a lecture on the sales negotiation process when the student raised
her hand and asked this important question. I've heard variants of
this question many times. The typical phrasing is, “What separates
a good salesperson from an average one?” But she asked me what
distinguishes truly great salespeople from the good ones who consis-
tently make quota and are welcome on any sales team in the world.
I told her that the issue comes down to two things: knowledge and
trust. The salesperson’s understanding of the customer and his needs
demonstrates knowledge. The experience that allows the customer
to be confident that the salesperson can be relied upon to act on the
customer’s long-term interests instead of the salesperson’s short-term

ones demonstrates trust.

Prospective customers can sense immediately whether you know
enough about their needs to be able to offer appropriate solutions.
Good salespeople use their limited time with prospects to sell them
on everything a product or service can do, with unsurprising hit-or-
miss results. Great salespeople have an uncanny ability to zero in on
the specific feature about which the customer cares most. How do
they identify what it is? Ahal—that’s what separates the great from
the merely good. They use a combination of active listening and talk-

ing to people with specific knowledge of the customer.

I was speaking at a conference recently when a salesperson I've
known over the years approached me. “Can I ask your advice?” he
said. “T have a big sales appointment coming up.” The salesperson

explained that it had taken him more than a year to schedule this sales
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call and he didn’t understand what he was getting into. I congratu-
lated him for getting the appointment and listened as he described
the situation. The prospect was a billion-dollar warehouse and storage
company. I knew from my contacts in the industry that this company
was most interested in increasing its return on invested capital. The
salesperson was selling a software tool designed to manage warehouse
and storage utilization. He wanted to emphasize the internal cost sav-
ings that his software solution could generate. I asked the salesperson

two questions:

1. How much first-year savings can you realistically deliver?

2. Can your software help the company track its unused capacity?

The answer to the first question was “half a million dollars.” The

answer to the second was “yes.”

Now, half a million dollars in cost savings is nothing to sneeze
at even for a billion-dollar company. Nevertheless, I thought the
cost-savings benefit was secondary to the main problem the pros-
pect was interested in addressing. As I saw it, the company had all
this underutilized storage and warehouse space sitting around. If the
software could help the company increase the utilization of this non-
performing space and perhaps avoid or delay building new warehouse
facilities, its savings would be in the hundreds of millions of dollars. I
suggested the salesperson pitch the ability of his software package to
identify, track, and exploit unused capacity. The cost savings could be

treated as an added bonus.

What made him a great salesperson? He really wanted to under-
stand his customer’s needs and to build trust. Asking for help was
the first step. A salesperson who resists asking for help will never be
great. If he had gone into the sales meeting pushing the cost savings,
he would have fallen flat on his face. Worse, he would have under-
mined trust and sabotaged his credibility, making it more difficult for
him to sell the decision makers on the features they might really care

about. By seeking out someone knowledgeable about the industry, he
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increased his chances of making the sale. I wished him well and asked
for a report on the outcome of the sales call. Although there are never
guarantees in sales, he called a few weeks later to report success. He
had emphasized the ability of his software to increase the warehouse
company’s utilization of invested capital, and the prospect had turned

into a customer.

Why did I recount this story? For one simple reason—I wrote this
book to help sales professionals. I want you to know that I've been
where you are—TI've knocked on doors and I've dialed for dollars. On
the other end of the sales spectrum, I have been part of sales presen-
tations that required months of analysis, preparation, and rehearsal.
More recently, I've watched the emergence of a procurement func-
tion that has added more complexity and uncertainty to the buying
center. So as you read this book, please remember that you have a
guide who has worked as a sale professional and then developed an
internationally recognized expertise in pricing. In 2008, I wrote Pric-

ing with Confidence: 10 Ways to Stop Leaving Money on the Table.
Now with this book, I identify key insights, practices, and tools

required for success in the procurement sales environment in which
we operate. The following chapters offer actionable tactics and strate-
gies to make you a more effective salesperson. That’s my promise to
you. Now, before I introduce the main themes of the book, allow me

to tell you a bit about my sales background.

My first job after school was in sales. Like most people, my career
went from job to job, but I always liked selling. There’s something
very satisfying about learning how to read people, ask effective ques-
tions, and close business. Looking back on my sales experience, I can
now see that I was mostly wandering around in the dark. I know this
because at one point in my career, I decided to be a college instruc-
tor and actually teach some of the skills that salespeople need. That
decision required me to go back to school to get a doctorate degree.
I focused my studies and research on buyer-seller relationships. Con-

ducting this research was an eye-opening experience because although
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I was a fairly successful salesperson, I came to understand how little
I actually knew about the dynamics of selling, pricing, building trust,
and the unconscious motivators of buyers and sellers. The biggest of
these motivators, I learned, was trust. Without trust, leveraging the
value your company creates for its customers is impossible—and a

sale is nothing but a price discussion.

I'm fortunate that in my early years of selling, I had two great
managers who taught me how to sell and also taught me to have
enough confidence to get the job done without unnecessary dis-
counting. The first was Fred Vorlander. He wanted me to have good
technical skills and work hard to meet with customers and find oppor-
tunities, but he never put pressure on me to close business at the end
of a month—it’s just not the way he worked. At Exxon Information
Systems, I really learned how to prospect and close a deal. I can still
see my branch manager, Jack McGloin, staring me in the face saying
“So what?” to push me to get my presentations crisper. He put a lot of
pressure on sellers to close deals at the end of the month, but because
we couldn’t discount the gear, we had to learn to sell without price
being an issue—even for large sales. Both jobs were great learning

experiences.

It’s Not Just Academic

In 1995, I decided to take a leave of absence from my teaching
career to put my ideas about trust and value to work. Being in aca-
demia is nice, but I missed the rough-and-tumble of the real world.
Plus, I was curious whether the material I was teaching had any rel-
evance in sales situations where actual dollars were on the line. I saw
a market opportunity in a consultancy that focused on helping compa-
nies price the products and services they introduce to the market. So
there I was: an ex-professor, now a consultant. In other words, I was

a salesperson once again.
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I spent months beating the bushes, making cold calls, responding
to requests for proposals (RFPs), and searching for clients. I had some
dark moments when I regretted giving up the security of academia,
but then I hit pay dirt. One of the first clients we signed was Digital
Equipment Corp. (DEC, later acquired by Compaq and eventually
Hewlett-Packard). DEC, based in Maynard, Massachusetts, was one
of the golden stars of the burgeoning minicomputer industry. It was
a heady time. DEC’s products, software, and services competed furi-
ously for customers in a rapidly changing market. The pricing issues
were complex and kept me on my toes. I learned more about pricing
and sales in those years than at any other point in my career. DEC
seemed happy with my performance, and it seemed to me that we had

a mutually respectful relationship.

After some months, however, something shifted. I slowly began to
realize that DEC’s procurement people were trying to take advantage
of me. I'had agreed to do a certain project at a negotiated price. That’s
how consultants operate. DEC seemed satisfied with the services my
firm was providing, yet the procurement people used the contracting
process to demand that we not only deliver extra services but do it
for less money. The procurement manager implied that if we didn’t
accept DEC’s new terms, the company would move its business else-
where. I struggled with what to do because I was afraid of losing the
firm’s biggest client. I first got depressed and then I got angry. After
all, we had a contract! I thought about calling a lawyer and fighting
them in court.

I'm glad T didn’t. The reason I didn’t is because one day I had
an epiphany—I realized it wasn’t personal. Also, I understood that
it takes two sides to have a conflict. What if, instead of going in and
fighting, T withdrew? Would backing off work better than going in
swinging? A few weeks later, I had an opportunity to test my theory.

We had agreed to start a pricing project on behalf of a new DEC
product. The request for the work had come from Susan (not her real

name), a senior executive with whom I had good relations. She asked
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us to deliver the project on a rush basis, something we were good at.
That’s one reason Susan reached out to us. She saw value in our abil-
ity to respond immediately. We quickly developed a budget and time
frame for the work. Susan agreed with our terms, and we began the
work even before we signed the agreement. That’s what you're sup-

posed to do in a trusting relationship.

About halfway into the project, I received a call from a manager
in DEC’s procurement department. Jerry (not his real name) trotted
out a number of reasons why we had to agree to deliver the project for
less money than we negotiated. I replied that we had already agreed
to the terms of the engagement and we had a signed letter to that
effect from Susan. Jerry chastised me for doing that. He said that
I should have known that DEC’s procurement policies prohibited
direct negotiations with an executive and that he was going to have to

renegotiate the deal.

I let a flash of anger pass over me, and then I decided to try out
my new negotiating strategy of backing off. Instead of giving Jerry a
piece of my mind about trust and fairness, my mind was clear. Jerry
was playing a role. It was nothing personal. He was responding to

certain incentives. Here’s how I handled it.

I told Jerry that I was sorry we were having this conflict. I sug-
gested that we needed to meet in person to resolve the issue, but that
I couldn’t make the time to do that for several weeks owing to my
many commitments. This wasn’t true. I really had plenty of time. We
were just starting a new business and aside from the work for DEC,
my biggest commitment for the next two weeks was cutting the lawn.
I wanted to delay the meeting and set up Jerry to get slammed by
my contact who was a senior executive. So, I further said that in the
meantime, I would shut the project down (this part was true). I wasn’t
surprised that Jerry readily agreed with this plan. He thought I was
bluffing and would quickly fold my tent. I could almost see the smile

on his face.
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Now, let me say a word about bluffing in negotiations. A bluff
is a venture into the unknown. With a bluff, you are calculating the
other side will back down or not take the challenge, but if you guess
wrong, you will have to walk away. You can’t back down from a bluff.
If you do that, your future negotiating position is destroyed because
the other party will not only conclude that you are always bluffing but
that you are a coward. Strategically, bluffing is safest when you have
nothing to lose, a situation that certainly didn’t describe our position
with DEC—but here’s the thing: Although I have been known to

bluff from time to time, in this particular case, I wasn’t bluffing.

So I did exactly what I promised I would do. I shut down the proj-
ect, which wasn’t easy. It meant losing cash flow, and I hated telling
my team to go home. I saw clearly what had to be done to preserve
my relationship with DEC on terms we could live with. There is no
better bluff than no bluff. If you take a position, you must be willing
to see it through. Was I really willing to walk away from my biggest
client? My team thought I was nuts because they all knew how critical
the DEC project was to our young consulting firm, but I got them to
all leave the office and not answer their phones. If that’s a display of a

little arrogance, I plead guilty.

My next call went to Susan, the VP who authorized the project.
I left a message for her about what was going on and that we had
reluctantly shut down the pricing project until we could get the terms
sorted out. Susan must have called Jerry and read him the riot act
because it wasn’t ten minutes later that Jerry phoned me. Well, I made
sure I was out to lunch, which in those years meant I was in the back-
yard of my house eating a peanut butter sandwich. Yes, I wanted to
make Jerry sweat a bit. Over the next few hours, Jerry called six times.
Our bookkeeper, Elaine took his increasingly desperate messages. I
let him swing in the wind for a few hours, and then I called back. Jerry
told me that the original terms were fine after all and requested that

we get the consulting project back on track as quickly as possible.
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This story offers a number of lessons. Sometimes you have to
push back; but when you do, never take it personally and never blow
your stack. In other words, be cool. In the musical West Side Story,
the gang members receive a lesson in survival that applies equally well
to those negotiating with powerful companies: “Go man, go/ But not
like a yo-yo school boy/ Just play it cool, boy/ Real cool.” If the gang
members can be cool right before the rumble, so can you. Will nego-
tiations always be a rumble? Of course not. But sometimes they are,

and you've got to be ready to “Go man, go.”

I can’t emphasize this piece too much. Don’t ever blow your stack
at a procurement person or a senior executive. Above all else, keep
your cool. You gain nothing by losing your temper. In many cases,
procurement people actually want you to get angry and do something
self-defeating. If you say anything nasty, they’ll use it against you in
subsequent negotiations. You will be on the defensive, agree to some-
thing you shouldn’t, and end up with less power. As the saying goes,
it’s akin to the futility of wrestling with a pig—you both get dirty but
the pig likes it. So, keep your anger in check and figure out how you
can gain some level of control and maybe something that looks like

retribution in the process. The best revenge is a deal on your terms.

Another lesson is that although you don’t want to lose the busi-
ness, you must be willing to at least act like you can put the business
and the relationship on the line to get the terms you need to survive
and hopefully flourish in a business. Salespeople will tell me that they
can’t afford to put the business on the line. That might be true, but if
they act like that, procurement will see their fear and take advantage
of that desperation. Instead, appear to be willing to put the business
on the line—that’s what I did, and it was a very effective bluff in the

game.

I went on to develop and grow the consulting firm. With col-
leagues like Tom Nagle and Dick Harmer, I developed a proven pric-
ing model that has been accepted by hundreds of companies around

the world. Along the way, I wrote several books that included the
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model. These books were addressed to pricing managers and com-
pany decision-makers. This book is addressed to sales professionals

and the executives who manage them.

I am proud of my first two books, but I acknowledge that neither
of them address the day-to-day needs of the salespeople who feel they
are out there on their own. These salespeople are in the trenches,
dealing with procurement people every day of their lives. Sure, plenty
of books exist about selling to companies, getting companies to be
loyal, and how to better negotiate, but they all assume one thing—

that one model works for all customers.

The problem is that no one-size-fits-all selling model exists. Fur-
ther, procurement people often know those selling models better
than salespeople, and they also know how to short-circuit attempts
to develop great relationships and instead get lower and lower prices.
In many high-value industries, such as professional services, medical
equipment, and software, those short circuits cause companies to lose
hard-earned margins and leave money on the negotiating table. That’s
not good business. This book shows you how to recognize and avoid
getting shocked by the procurement’s attempts to short-circuit rela-
tionships you have with other executives based on trust and the value
your firm can provide. You've got to be ready for this and act properly

so you don’t undermine your relationships, value, or price.

I spent a lot of time in my academic career measuring trust in
buyer-seller relationships. I conducted a lot of interviews with pro-
curement people. The research examined trust in seven different
industries offering both high- and low-tech products. I studied what
analysts had to say on the importance of strategic buying and develop-
ing good relationships with suppliers. The results were not surprising:
Who would argue with the proposition that definite value exists in
creating and maintaining trust with strategic suppliers?

I know many procurement people who operate on this belief and
work toward building good, even great, high-trust relationships with

their suppliers. They are professionals who treat their suppliers with
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respect. Unfortunately, given the demands of the globalized econ-
omy, these professionals are increasingly in the minority. More and
more, procurement is the place in the organization where bullies tend
to congregate. The reality today is that 80 percent of procurement

managers give the other 20 percent a bad name.

Yes, negotiations can be intense, and procurement managers can
be deceptive, but is that necessarily unethical? After all, salespeople
on the other side of the table indulge in the same gamesmanship.
So let’s take a minute and talk about ethics and honesty. I recently
attended a class on advanced procurement tactics to help prepare for
this book. It was put on by a national association of procurement pro-
fessionals of which T am a member. The instructor started the class
by saying that purchasing professionals should practice high ethical
behavior; there should be no substitute for truth and honesty. These
high-minded words stuck with me. The professor then moved the dis-
cussion from ethics into tactics and described a rich inventory of tricks
and swindles to use against salespeople to gain concessions. Some of
these tactics seemed deceptive to me and certainly contradicted his
earlier pronouncements about ethics and honesty. I challenged the
session leader on this inconsistency. All he could do was mumble a

weak answer.

As much as professors and instructors like to believe that procure-
ment people should employ only practices that are ethical, in the real
world procurement is a highly Darwinian process, long in tooth and

red of claw.

Last year my consulting company was hired by a company in Aus-
tralia to better understand the problems their managers were hav-
ing dealing with clients that decided to run the relationship through
procurement. After a significant number of discussions with both
procurement people and people who were managing complex buyer
relationships, we developed a buyer behavior model that identified
and addressed a comprehensive matrix of selling scenarios that sales-

people encounter today. Further, the model we developed not only
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identifies the selling scenarios but provides specific counter-tactics

appropriate to each scenario.

This powerful selling model is the main subject of this book. It is
a consolidation of earlier research and numerous interviews with pro-
curement people, salespeople, and senior executives who are dealing
with what we have come to call the “procurement pricing buzz saw.”
It’s about selling to a wide range of customers from large to small and
a large number of products from commodity electronics to extremely
high-value financial services, but you don’t have to take my word for
it. In the following pages, you will encounter a variety of examples
and case histories that support both the model and the advice. Even
then, you will probably want to see whether the model adds value to
your particular selling challenge. I believe you will be encouraged by
the power of my model to help you both meet quota and protect your

margins.
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Tough Selling—The New Normal

The toughest challenge that business-to-business sales profession-
als and leaders face today is dealing with the margin-draining games
played by the economic or procurement buyer to gain additional dis-
counts. These traps are a part of every purchasing training manual
and have been fine-tuned over the years to drain maximum discounts

out of even the largest and most sophisticated suppliers.

These professionals don’t use the product and apparently don’t
care about the supplying company, the quality or value of its products
and services, or the level of trust in the company’s relationship with
its salespeople.

The story of the CEO of a high-quality software company seems
to be the best example of dealing with this type of buyer. His sales
team spent considerable time qualifying and understanding the needs
of a large global technology customer and developed great relation-
ships with the committee of customer managers who had been tasked
with making the purchasing decision. The team convinced the com-
mittee that it had the best solution in terms of value and price. The

team had apparently closed the deal.

Suddenly a manager from purchasing showed up and asked the
CEO, “Do you know what the stomp is? It’s when the big customer
stomps the vendor.” He sent a clear signal that the deal wasn’t con-
cluded until a cascading series of discounts and concessions were
extracted from the company. And that’s how the deal went down. The
discounts were given, concessions were made, and finally the deal was
done. The sad part is that it didn’t have to happen like that.

17
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This story is being repeated in too many situations throughout
the global business community. There was a time when this type of
procurement behavior was relegated to commoditized manufactur-
ing businesses such as automobile sales, but it has now spread to the
sales of high-value medical devices and professional services. This is
the decade of the rise of purchasing, or the economic buyer. These
buyers are taking control and driving prices down using every tactic
in their well-developed playbook until they are successful in meeting
their cost cutting goals and earning a place at the executive table. This
state of affairs is the “new normal.”

Because of this pricing pressure, high-quality, high-value large
companies aren’t covering their cost of capital. Profits are draining
from once-profitable businesses and companies are going out of busi-
ness because they don’t know how to deal with the “purchasing pric-
ing buzz saw.”

One tactic to combat the preceding is to invest in training sales-
people to understand customer value and develop better relation-
ships with their customers. Over the past decade companies have
been spending more and more dollars on training salespeople. Some
estimates point to yearly training budgets of $1,000-$1,200 per sales-
person. With an estimate of 15 million salespeople in the U.S. alone,
that’s a lot of training dollars. This segment of training is also one
of the fastest-growing service segments, with an estimated growth of
10 percent in 2011 alone. However, the cost of the training is small
compared to the wasted time and unnecessary discounting that occurs
because the training doesn’t prepare salespeople for effectively deal-
ing with the pricing games that purchasing people play today.

All these efforts around understanding value and developing rela-
tionships are wasted on the hard-hearted economic buyers and the
games they play to get lower prices. That economic buyer is usually a

purchasing professional, but she might also be a department manager
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or even a senior executive who is being coached by a purchasing pro-
fessional on how to get high value for low prices. The list of tactics to
bluff and win against the hapless salesperson is long and well known.
The problem is that nothing in the relationship or value-oriented sales
training programs can help salespeople deal with the economic buyer

and the games they play.

In fact, many of the training programs teach tactics that fall right
into the traps that purchasing professionals use to get high-value
products and services for low prices. Just the simple threat of put-
ting the business out to bid is often enough to drain dramatic price
discounts from a salesperson who is just trying to satisfy the customer.
Why? Because salespeople have been trained that customer satisfac-

tion is very important.

If the threat is not enough, another common tactic is to actually
put the purchase out to bid, qualifying several vendors that are in
truth, unacceptable to the customer. They are Rabbits—there simply
to drive the price of the preferred vendor or the Advantaged Player
down as low as possible. This practice has always been true of com-
moditized products and industries, but it is now occurring in highly
differentiated areas such as software, professional services, and medi-

cal equipment.

There was a time when only the big guys, the marquee-named
companies, seemed to have all the advantages. They used their scale
and brand to squeeze the little guy. Now even medium and small buy-
ers have learned the tactics of the mighty and squeeze their suppliers.
Even large, world-class suppliers in high-value industries services are
seeing their margins shrink due to run-ins with procurement. This
situation is not going to go away when the recession ends. Buyers have
learned to get lower prices and will continue to use that power until
vendors figure out a way to blunt those efforts with better tactics of

their own.
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Company-Supported Sales Traps to Avoid

Many tactics can cause salespeople to drop price. Salespeople
can learn about those tactics, but before they can successfully play
the game needed to ensure increased revenue and profits, they must
understand some things that their own companies do that undermine
a salesperson’s ability to successfully negotiate with a customer. The

following sections describe them.

Encouraging Desperation Pricing

In the 1987 film Broadcast News, there’s a line I like. The failed
anchorman played by Albert Brooks says, “Wouldn't this be a great
world if insecurity and desperation were attractive qualities?” The
reality is that procurement managers are drawn to insecurity and des-
peration like blood draws sharks. So the first thing salespeople and
executives must be able to do is manage their desperation. Having so
much faith in the value of your products or services that desperation
doesn’t even come into play is a better tactic. If you must be desper-

ate, though, for Pete’s sake don’t show it.

Not showing desperation isn’t easy. Desperation comes from
something even more scary—measurement. Salespeople have objec-
tives. Executives have Wall Street. Objectives are the ante to get into
the game of winning business. They are not just objectives, but hard-
to-obtain objectives called sales quotas. Furthermore, the sales quo-
tas are easily measurable. All business people know that they have
to hit their numbers. When was the last time you heard of a human
resources manager being fired for not making his or her numbers?
Salespeople are a special category; they live and die by their num-
bers—weekly, monthly, quarterly, and yearly. Their compensation is
directly related to the last set of numbers. If they slip one month,
salespeople know they might have a month or so to make up the dif-

ference. If they let it slip much more than that, they know that they
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are history. Among sales professionals, this reality breeds a certain
kind of desperation. When procurement people sense desperation,
watch out. All bets are off.

Even if desperation is not there, many procurement people have
figured out how to create it. The easiest trick a buyer has is to delay a
purchase. The longer they can wait, the more desperate salespeople
and their managers become. Because procurement managers know
that most salespeople are on monthly quotas, they have learned to
wait until the end of the month in the hope that the salesperson will
accept virtually any price just so he doesn’t miss his quota. This trick
is well known to consumers. Heck, even my 89-year-old mother used
that trick a few years ago by visiting a car dealership toward the end
of the month when salespeople are increasingly desperate to meet
their quotas. There was no selling, no thought of value regarding con-
venience and service. She got a great deal, and it was the first car she

had ever purchased!

I wish that this desperation game were simply a tactic created by
procurement people, imposed on sales professionals from one end
of the negotiating table. However, the sad reality is that desperation
often has its origins from the same side of the table that the salesper-
son occupies. How many times have you been pressured to hit your
numbers at the end of the month and quarter? How many times have
you seen a manager or senior executive travelling through your terri-
tory trying to close business to make the end-of-period numbers? It
happens every day. The point is that this type of desperation makes
salespeople lousy negotiators because they are too desperate to close

a deal and are willing to suffer procurement tactics to get the order.

Succumbing to the “White Horse Syndrome”

I have a name for what happens when sales managers come into
the field to “help” the sales reps. I call it the “White Horse Syndrome”

to honor the well-intended objectives of the executives. They actually
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believe their actions are akin to the hero who jumps on a white steed,
rides out into the untamed territory, and single-handedly saves the
town from the bad guys. The reality is not only do they undermine
the sales rep calling on the procurement manager, but they also tele-
graph even more desperation on the part of the company. Their big

weapon? Just a bigger discount.

I learned this lesson some years ago when I was the new market-
ing manager of a medium-sized technology company. We weren't hit-
ting our numbers. A few days before the end of my third month, the
division president (let’s call him Bill), paid me a visit in my office. He
suggested that I offer a 10 percent discount for large-volume orders as
an incentive for us to meet end-of-period numbers. I quickly agreed.
After all, he was the boss and I was new—I just didn’t know any bet-
ter. We offered the discount and—guess whatP—we hit our numbers
that month.

The entire marketing team went out to celebrate, and I was feel-
ing good, but then I closely monitored sales activity for the following
weeks. Sales were plummeting. They didn’t just get soft, they evap-
orated. They were as low as Gandhi’s cholesterol. So I made some
inquiries and quickly figured out what was happening. The 10 percent
discount we offered went to our distributors. Now, distributors don’t
actually consume products. They simply store them and distribute the
products to customers who use them in the production of products
and then sell those products to the people or companies who finally
use them. It’s that last activity—coming back for more—that most

marketing efforts should focus on.

All our end-of-month discount did was to encourage the distribu-
tors to load up the channel. The discount did nothing to encourage
sales by the only constituency that matters—the end customers. With
the distribution channel loaded, the distributors just sat back until
their inventory needed replenishing—something that the low demand

for our product predicted would be some months in the future.
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You can guess what happened next. At the end of the month, Bill
paid me another visit and suggested we extend and increase the dis-
count. But by now I had learned my lesson and I trotted out all the
arguments for why this strategy was unsustainable and would do noth-
ing but erode margins. Bill listened carefully, nodding his head as if
he understood, and then ordered me to again offer the month-end

discount.

This time, even with the discount, we failed to meet our sales
goals. The channel—apparently still stuffed from the previous
month—couldn’t handle any more, nor would it open up until we
figured out how to increase real sales to actual customers who would
consume the product. Actually, the truth was worse than that, but it

would take another month to figure it out.

A month after that, Bill again dropped by, suggesting I approve
another discount. This time I held my ground, and we had a spirited
conversation about the matter. The upshot is that I won the argu-
ment. We put our marketing efforts into demonstrating our value to
the customers to stimulate orders and empty the distribution channel.
We did that pretty well because something else happened. I started
getting calls from our distributors asking when we were going to
announce the discounts they had come to expect. This time, we didn’t
grant the discounts, and the business revenues returned to a rea-
sonable and much more profitable level. The distributors had been
delaying their orders in anticipation of yet another panic discount.
This time, we held our ground. It had only taken us two months to
train our dealers to wait until the end of the month. But I'm happy to
report that it took only two months to retrain our customers to change

their ordering behavior. Both our revenues and margins increased.

I won the battle but lost the war. Bill fired me a few months later
because he got tired of arguing with me. Some managers just don’t
like being upstaged by their subordinates. Losing a job is no fun, but I

learned a lot from that experience and was glad I had the confidence
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to do what I knew was right in serving the company and supporting

my sales team. I got a better job, and Bill lost his job six months later.

There Is Hope if You Play the Game Right

Yes, salespeople and their leaders have responded by mindless
discounting, hoping to make up any losses through higher volume.
Unfortunately, discounting is a fool’s response. Those who live and
die by discounting don’t live very long.

Sales professionals labor under the assumption that all the power
is on the customer’s side. That's because the inevitable response is
price discounting. Discounting becomes an addiction that actually
undermines the long-term health of the business. It decreases profits
and erodes the quality of customer relationships. The sad fact is that
panic discounting happens even in organizations that provide signif-
icant value to their customers. This value is overlooked, underesti-
mated, or flat out ignored when, in fact, it is the key to breaking free

of the conventional wisdom of folding your cards and just discounting.

To the extent sales professionals believe they must trade margins
for revenues, they undermine the success of their business, which
needs profits more than revenue to survive. To make matters worse,
they train their customers to expect a price concession each and every
negotiation. They validate the tactics that customers use, and they fall
into the procurement pricing trap each and every time.

Vendors have a number of tricks and tactics available to fight back,
protect their margins, and keep the business. Negotiating in these
customer situations is not supposed to be surrender. Remember, the
bigger they are, the bigger their appetite. This is true for both suppli-
ers and customers. The big secret is that procurement is sweating the
deal just as much as you are, but they just learned not to show it. They
have learned how to bluff in the big poker game of purchasing, and
they know that their bluff will work each and every time.
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The name of the game today is maintaining margins. To do that,
you must outplay the games of procurement. A way exists for sales-
people to blunt the price focus of procurement professionals and not
fall prey to their tactics. A way exists for them to assess the “game”
the customer is playing and adopt tactics that preserve precious prof-
its from mindless discounting. A way exists for business executives to
provide the direction and support that allows salespeople to be effec-

tive players in the great game of procurement.

The way is to consider the negotiation with the economic buyer
as a game of poker. The game has positions that the seller will fulfill.
Based on that position, specific tactics exist that can preserve profits
and resources. Those tactics redefine the game so that value can be
leveraged, discounts can be minimized, and orders can be closed at

price levels that are fair to both parties.

Consider the game of the Advantaged Player—that salesperson is
at the negotiating table with a customer. Other players (competitors)
are probably also at the table, and the buyer spends a lot of time talk-
ing about how the other competitors prices are much lower than the
Advantaged Player’s. In fact, some yelling might be going on about
how the Advantaged Player has to lower prices to close the deal. Does
he have to? Nope—it’s all a poker game. In fact, the more yelling
that occurs, the worse the hand—for the customer. The Advantaged
Player has the winning hand. He doesn’t have to discount; he just has

to play the game and close the deal.

Fred was a junior partner in a professional services firm nego-
tiating with the CEO of one of his clients to do $300,000 worth of
consulting work. The company was a long-term client, and Fred had
a good relationship with the CEO. The CEO said that he would agree
to let Fred do the work if he dropped the price to $200,000. Fred
knew that the company needed to get the work done and that his firm
was the best one to do it. He knew that he was an Advantaged Player
and held to his price. The CEO, who was just trying to test Fred,
placed the order for the work two weeks later—at the full price.
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Compare Fred’s position to the position of the Rabbit—that is,
the salesperson who is added to the bid list to drive down the price
of the Advantaged Player. The Rabbit has no chance of winning the
business. He has no contacts with the real decision maker and no
chance to sell value. The Rabbit has the losing hand and is better off
just not playing the game, especially if the time needed to prepare a

bid is more than two minutes. It’s just a flat waste of his time.

Consider Sally, who was a business development person with a
global general contracting firm that specialized in design build for
chemical plants. She had been trying to do work with a global phar-
maceutical firm and was frustrated that she could never get beyond
the purchasing department. One day, her contact asked whether
she was interested in bidding on a new plant being built in India. Of
course, she was interested. She assembled a team that worked for
two months putting together a proposal to do the work. It was gor-
geous and provided everything the customer asked for. She even had
the lowest price. But that only lasted until the potential client con-
vinced its preferred supplier to match the price. Sally lost the order
and wasted hundreds of thousands of dollars’ worth of time and effort
pursuing a piece of business she had no chance of winning. That’s the
game of the Rabbit.

The preceding examples describe two of the games salespeople
and executives play in the great game of procurement. There are
eight easy-to-identify games and tactics associated with each one. If
you understand your position in the game, you can play the game bet-
ter—walking away from the table if you have a losing hand but out-
bluffing the customer if you have the winning hand. Playing the game
properly is not that hard, and it’s a heck of a lot more fun. It does
require a concerted effort of both salespeople and executives who are
committed to understanding the game and using the right tactics to

make sure they protect profits and revenue along the way.



A

absolute control, 33
actions versus words, 47

Advantaged Player scenario, 25,
135-141

assessing buyer position, 138
planning negotiations for, 138-141
pricing deals, 138

assessing buyer position, 31-33
Advantaged Player scenario, 138
In the Pack scenario, 109-110
Patient Outsider scenario, 115
Player scenario, 123
Rabbit scenario, 141-142
Scout scenario, 101

availability, 65-66

avoiding
endowment effect, 46-49
victimization, 166-167

B

backbone, 167-174

bluffing, 8-9
Advantaged Player scenario, 136
give-get bluffs, 63-64
recognizing, 27-28

Broadcast News, 20

Index

Brooks, Albert, 20
Buckley, William F., 172-173
building trust, 70-72

buyers. See also customers;
procurement

assessing buyer position
Advantaged Player
scenario, 138
In the Pack scenario, 109-110
Patient Outsider scenario, 115
Player scenario, 123
Rabbit scenario, 141-142
Scout scenario, 101
mapping buying center, 67-69
poker players

advanced gamesmanship,
143-145

Advantaged Player scenario,
135-141

characteristics of, 131-135
definition of, 132
Rabbit, 141-145

price buyers
characteristics of, 89-92
definition of, 89
Penny Pincher scenario, 93-99
Scout scenario, 99-103
“tells,” 93-94

175



176 INDEX

relationship buyers. See also trust
characteristics of, 105-108
definition of, 106
In the Pack scenario, 108-112

Patient Outsider scenario,
112-118

value buyers
characteristics of, 119-122
Crafty Outsider scenario,
126-129
definition of, 120
Player scenario, 122-126

C

checklist (negotiation), 164-165
choices, providing, 66-67
Christy, Jim, 44
collegial procurement style, 33-34
conservative estimates, 58
control, level of (procurement)
absolute control, 33
rubber stamp approach, 31-32
terms and conditions, 32
Covey, Stephen, 70
Crafty Outsider scenario, 126-129
customer satisfaction programs, 137

customers. See also buyers;
procurement

agenda, identifying, 39-41

customers with no experience with
your firm, 154-155

firing, 44-46

negotiating with. See negotiations

qualifying, 52-55

researching, 81

words versus actions, 47

D

dealing with reverse auctions, 78-80
DEC (Digital Equipment Corp.),
7-9
decision makers
identifying, 69
inability to reach, 157-158
decisions, unplanned, 43
delays, 73-75
desperation pricing, 20-21. See also
“White Horse Syndrome,” 21-24
developing
backbone, 167-174
playbook, 165-166
devil’s advocates, 153-154
Digital Equipment Corp. (DEC),
7-9
discounts
drawbacks of, 21-24
when to discount, 161-164
divestiture aversion, 46-49

doing your homework, 81

E

endowment effect, avoiding, 46-49

ethics, 12

evaluating buyer position. See
assessing buyer position

executives, limiting exposure of,
42-43

Exxon Information Systems, 6

finding your hidden power, 41-42
firing customers, 44-46

flanking. See give-get options
Ford Motor Company, 149



G

games. See also bluffing;
negotiations

identifying, 39-41
words versus actions, 47
gatekeepers, 68

General Services Administration
(GSA), 91

Getting Past No: Negotiating in
Difficult Situations (Ury), 33
give-get options, 59-67
give-get bluffs, 63-64
pricing guidelines, 60-61
providing choices, 66-67
scarcity and availability, 65-66
value-added services, 64-65
good cop, bad cop, 30
government procurement, 100

GSA (General Services
Administration), 91

H

Harmer, Dick, 11
high-trust relationships, 71-72
honesty,12

I

identifying
customer agenda, 39-41
decision makers, 69

In the Pack scenario, 108-112
assessing buyer position, 109-110
planning negotiations for, 110-112
pricing deals, 110

Incredible Foods, 44-45

incumbent vendors, 156-157

INDEX 177

J-K

Kahneman, Daniel, 47

kamikaze procurement style, 34-35
KISS principle, 57

knowing your value, 56-59

knowledge, importance of, 3-5

L

limiting exposure of senior
executives, 42-43

losing games, recognizing, 149-150
devil’s advocates, 153-154
red flags, 154-160
when to cut your losses, 150-153

low-trust relationships, 70

M

manager-level control of buying
process, 155-156

mapping buying center, 67-69
McGloin, Jack, 6

McKinsey consulting, 128
Mulally, Alan, 149

N

Nagle, Tom, 11
National Review, 172-173
negotiation checklist, 164-165
negotiations
backbone, 167-174
discounts, 161-164
endowment effect, avoiding, 46-49
firing customers, 44-46
negotiation checklist, 164-165
playbook, developing, 165-166



178 INDEX

with poker players
advanced gamesmanship,
143-145

Advantaged Player scenario,
135-141

characteristics of poker
players, 131-135
Rabbit scenario, 141-145
power of supplier, determining,
41-42
preparing for, 37-39
with price buyers
characteristics of price
buyers, 89-92
Penny Pincher scenario, 93-99
Scout scenario, 99-103
“tells,” 93-94
procurement tactics
Advantaged Player game, 25
Rabbit game, 26
recognizing, 27-28
recognizing losing games, 149-150
devil’s advocates, 153-154
red flags, 154-160
when to cut your losses,
150-153
with relationship buyers
characteristics of relationship
buyers, 105-108
In the Pack scenario, 108-112

Patient Outsider scenario,
112-118

sales tactics, 51-52
building trust, 70-72

dealing with reverse auctions,
78-80

give-get options, 59-67
introducing delays, 73-75

knowing your value, 56-59

policy ploy, 72

qualifying customer, 52-55
redefining risk, 75-78
researching customers, 81

senior executives, limiting
exposure of, 42-43

unplanned decisions, 43
with value buyers

characteristics of value
buyers, 119-122

Crafty Outsider scenario,
126-129

Player scenario, 122-126

willingness to let business go,
167-174

words versus actions, 49-50

O-P
Oracle, 133

panic discounts, 21-24
Patient Outsider scenario, 112-118
Penny Pincher scenario, 93-99
planning negotiations for, 94-99
pricing deals, 94
planning negotiations
Advantaged Player scenario,
138-141
Crafty Outsider scenario, 128-129
In the Pack scenario, 110-112
Patient Outsider scenario, 116-118
Penny Pincher scenario, 94-99
Player scenario, 124-126
Rabbit scenario, 142-143
Scout scenario, 101-103
playbook, developing, 165-166
Player scenario, 122-126

assessing buyer position, 123



planning negotiations for, 124-126

pricing deals, 123-124
poker analogy, 25-26
poker players
advanced gamesmanship, 143-145

Advantaged Player scenario,
135-141

assessing buyer position, 138
planning negotiations for,
138-141
pricing deals, 138
characteristics of, 131-135
definition of, 132
Rabbit scenario, 141-145
assessing buyer position,
141-142
planning negotiations for,
142-143
pricing deals, 142
policy ploy, 72
power of supplier, determining,
41-42
preparing for negotiations, 37-39
price buyers
characteristics of, 89-92
definition of, 89
Penny Pincher scenario, 93-99
planning negotiations for,
94-99
pricing deals, 94
Scout scenario, 99-103
assessing price buyer
position, 101
planning negotiations for,
101-103
pricing deals, 101
“tells,” 93-94
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pricing

Advantaged Player scenario, 138
discounts, 161-164

focus on, 158-160

guidelines, 60-61

In the Pack scenario, 110
Patient Outsider scenario, 116
Penny Pincher scenario, 94
Player scenario, 123-124

Rabbit scenario, 142

Scout scenario, 101

walkaway price, establishing, 95

Pricing with Confidence: 10 Ways

to Stop Leaving Money on the
Table (Holden) , 5

procurement

agenda, identifying, 39-41
control of buying process
absolute control, 33, 155

rubber stamp approach,
31-32
terms and conditions, 32
decision makers, identifying, 69
desperation pricing, encouraging,
20-21
evaluating, 31-33
gatekeepers, 68
government procurement, 100
impact on sales profession, 1-2,
17-19
negotiations. See negotiations
poker analogy, 25-26
poker players
advanced gamesmanship,
143-145

Advantaged Player scenario,
135-141
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characteristics of, 131-135
definition of, 132
Rabbit scenario, 141-145
price buyers
characteristics of, 91
definition of, 89
Penny Pincher scenario, 93-99
Scout scenario, 99-103
“tells,” 93-94
purchasing pricing buzz saw,
17-19
relationship buyers
characteristics of, 105-108
definition of, 106
In the Pack scenario, 108-112

Patient Outsider scenario,
112-118

styles
collegial, 33-34
kamikaze, 34-35
professional, 34

tactics
Advantaged Player game, 25
Rabbit game, 26
recognizing, 27-28

“tells,” 28-29
good cop, bad cop, 30
value trap, 29-30
white board, 30-31

value buyers
characteristics of, 119-122

Crafty Outsider scenario,
126-129

definition of, 120
Player scenario, 122-126
“White Horse Syndrome,” 21-24
professional procurement style, 34
providing choices, 66-67
purchasing pricing buzz saw, 17-19

Q-R

qualifying customer, 52-55

Rabbit scenario, 26, 141-145
assessing buyer position, 141-142
planning negotiations for, 142-143
pricing deals, 142

recognizing
losing games, 149-150

devil’s advocates, 153-154
red flags, 154-160

when to cut your losses,
150-153

procurement tactics, 27-28
red flags, 154-160

buyer has well-established
incumbent, 156-157

buyer’s focus is only on price,
158-160

customers have no experience
with you or your firm, 154-155

process is controlled at manager
level, 155-156

procurement runs process
tightly, 155

sale is unable to get to decision
maker, 157-158

redefining risk, 75-78
relationship buyers. See also trust
characteristics of, 105-108
definition of, 106
In the Pack scenario, 108-112
assessing buyer position,
109-110
planning negotiations for,
110-112
pricing deals, 110
Patient Outsider scenario, 112-118



relationships
high-trust relationships, 71-72
low-trust relationships, 70
salesperson/buyer, 52-54
researching customers, 81
reverse auctions, dealing with,
78-80
risk
redefining, 75-78
risk-reward, 75-78
risk-reward, 75-78
rubber stamp approach
(procurement), 31-32

S

sales managers, “White Horse
Syndrome,” 21-24

sales tactics, 51-52
building trust, 70-72
dealing with reverse auctions,
78-80
give-get options, 59-67
give-get bluffs, 63-64
pricing guidelines, 60-61
providing choices, 66-67
value-added services, 64-65
introducing delays, 73-75
knowing your value, 56-59
mapping buying center, 67-69
policy ploy, 72
qualifying customer, 52-55
researching customers, 81
value-added services, scarcity and
availability, 65-66
salespeople
backbone, 167-174

negotiations. See negotiations
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playbook, developing, 165-166
relationship with buyers, 52-54
sales tactics, 51-52
building trust, 70-72
dealing with reverse auctions,
78-80
give-get options, 59-67
introducing delays, 73-75
knowing your value, 56-59
mapping buying center, 67-69
policy ploy, 72
qualifying customer, 52-55
redefining risk, 75-78
researching customers, 81
training, 18
victimization, avoiding, 166-167

willingness to let business go,
167-174

scarcity, 65-66
Scout scenario, 99-103
assessing price buyer position, 101
planning negotiations for, 101-103
pricing deals, 101
senior executives, limiting exposure
of, 42-43
services, value-added services,
64-65
Starbucks, 44-45
styles (procurement)
collegial, 33-34
kamikaze, 34-35
professional, 34

suppliers, determining power of,
41-42
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T

tactics
negotiating tactics. See
negotiations
procurement tactics, recognizing,
27-28
sales tactics, 51-52
building trust, 70-72
dealing with reverse auctions,
78-80
delays, 73-75
knowing your value, 56-59
mapping buging center, 67-69
policy ploy, 72
qualifying customer, 52-55
redefining risk, 75-78
researching customers, 81

willingness to let business go,
167-174

“tells,” 28-29
good cop, bad cop, 30
of price buyers, 93-94
value trap, 29-30
white board, 30-31

terms and conditions approach
(procurement), 32

Thaler, Richard, 47

The SPEED of Trust: The One
Thing that Changes Everything
(Covey), 70

Toyota, 121

training salespeople, 18

trust
building, 70-72
high-trust relationships, 71-72
importance of, 3-5
low-trust relationships, 70
trust dividend, 71

U

unplanned decisions, 43

Ury, William, 33

U.S. General Services
Administration (GSA), 91

\Y%

value
knowing your value, 56-59
value trap, 29-30
value-added services, 64-65
value buyers
characteristics of, 119-122
Crafty Outsider scenario, 126-129
definition of, 120
Player scenario, 122-126
assessing buyer position, 123
planning negotiations for,
124-126
pricing deals, 123-124
value-added services, 64-65
vendors
incumbent vendors, 156-157

power of vendor, determining,
41-42

victimization, avoiding, 166-167
Vorlander, Fred, 6

W-X-Y-Z
walkaway price, establishing, 95
Walmart, 121

white board, 30-31

“White Horse Syndrome,” 21-24.
See also desperation pricing, 20-21

willingness to let business go,
167-174

words versus actions, 47
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