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Many of us think of efficiency in terms
of environment. In this book, sales
trainer Victor Antonio, shares with
you 15 energy efficient ideas and
time saving tactics to help improve
your sales perfomance. You'll
discover small but relevant
maneuvers you can utilize in
everyday selling to improve
your sales efficiency, such as: \ ¢

Selling effectively to CEOs thru role pléyirig
Reduce price erosion and get the negotiating edge
Increase your close rate with a few verbal adjustments
Learn how to prime a prospect to say "yes"

Increase your close rate by 'displaying' your product
Learn the Foot-In-The-Door (FITD) technique

How package pricing can help you, not hurt you

Earn better commisions by doing the unexpected

Cold Calling is a Numbers Game; learn how that helps you
..and much more.

For the first time, Victor will share with you some of his
insights into selling from his Sales Influence Seminar.

For more information go to: www.SalesInfluence.com
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Is Cold Calling Effective: Calculating the Present, Future and Net Value of a Prospect

Let’s take a closer look at the sales practice of cold calling, or prospecting.  Over the last couple of years, several books have claimed that cold calling is a waste of a salesperson’s time and effort.  Before any conclusions are drawn, it’s important to assign an empirical value to determine whether or not cold calling is effective.  
Once the numbers are calculated, we can look at the Net Present Value of a sale and the Future Value of any potential sales to better understand the real numerical value of cold calling. I’ll also identify a mitigating factor that directly impacts the success or failure of cold calling.

Does cold calling really work?  Many books have been written about the value of cold calling and how it can help you grow your business.  But recently, books like “Never Cold Call Again,” “Cold Calling Sucks,” and a few others have argued that cold calling is a complete waste of time.  They claim that the effectiveness of cold calling if a myth. Are the authors correct?  

It will be helpful to take a closer look at cold calling by first gathering some key information about the process, and then setting up some metrics to measure its effectiveness.  Before making a determination on the value or non-value of cold calling, I’ll examine the activity of cold calling in the context of a client’s value today and over time.

Cold Calling by the Numbers

Say that your target goal as a salesperson is to make at least 10 calls a day.  Out of those 10 calls a day, you manage to set one appointment for the following week.  

· Your Call-to-Appointment ratio would then be 10:1 (ten calls results in one appointment).  

So, if you made 10 calls per day for a whole week and managed to get one appointment per day, the following week you would have 5 appointments setup.  Out of those five appointments you’ve setup for the following week let’s say you managed to close one deal.  

· Your Appointment-to-Close ratio would then be 5:1 (five appointments resulted in one sale).

If you look at it from an overall phone calling perspective, 

· Your Call-to-Close ratio would then be 10:1 (ten calls resulted in one sale).

Phone Time Invested

In reviewing the calls you made, you realize that there were times when you got the prospect’s voicemail and left a message that lasted approximately 1 minute.  On other calls, the prospect actually answered, and it took approximately 15 minutes to set up an appointment. 

If your Average Call Time was 10 minutes per phone call, Then you would have  spent a total of 100 minutes per day (10 calls per day x 10 minutes per call) or 500 minutes per week (100 minutes per day x 5 days) on the phone.  

· The Total Phone Time invested to setup those 5 meetings was 8.3 hours (500 minutes / 60 minutes in an hour).  

Client Time Invested

Now let’s look at how much time you invested in those 5 meetings.  Let’s assume it took you 1 hour to drive to and from the meeting.  You also needed about 1 hour of preparation time for each client before the meeting and each meeting lasted an average of 1 hour.  That means that every meeting costs you 3 hours of your time.   

· Total Client Time invested is 15 hours (5 meetings x 3 hours) to close 1 deal.

When you put all of this data together, you can figure out how much time was invested in setting up the meeting and making the sale.  First, you need to add the Total Phone Time and the Total Client Time together to get an idea of how much it took to close one deal.

· Total Time Invested = Phone Time + Client Time = 23.3 hours (Phone time 8.3 hours + Client time 15 hours) to close 1 deal.  

Based on these numbers, it seems that the experts who advised against cold calling have a case.  It hardly seems worth it to pick up the phone and call.   No one in their right mind wants to spend the equivalent of 3 days on phone (23.3 hours) just to close one sale.  

But you need to consider some other very important variables before we conclude that cold calling is a waste of time. You still don’t have a full picture of what’s really happening in this sales process. 

Present, Future and Net Client Value

Client Value is an area of sales that is seldom commented upon but is extremely important to understand. It’s simply the value a certain client holds to your business.  There are three kinds of value to take into consideration: Present Value (PV), Future Value (FV) and Net Value (NV) of client.  

The PV is how much a client is buying from you today.  The FV is how much more a client will buy over a given period of time.  And the NV is the sum of both numbers which will represent the net total of how much a client has purchased from you over a given period of time.  These numbers are critical in understanding whether or not prospecting is useful or not.  

Present Value (PV) of the Client

In order to determine whether or not the investment of their time was worth it, a salesperson should know the average sale of any product or service  

Let’s assume that an Average Sale for a given product is $200.  Let’s also assume that the client will never buy another product from you again.  If this is the case, then the PV of the client is equivalent to the Average Sale price of $200.  Present Value here refers to what the client is worth to you today and only today.  

Future Value (FV) and Net Value (NV) of the Client

But what if the client does buy from you again?  If, over a given period of time, the client intends to buy an additional $500 worth of products, this would be considered the FV of a client.  And, if we add the PV (what a client will buy today) and FV (what the client intends to buy tomorrow) you arrive at the NV of the client which is $700 ($200 + $500).

Now that you know how to calculate the value of a client, let’s go back and compare that with the amount of time utilized to acquire the client.  

The amount of calls made and the number of hours invested in a client, combined with the value of the client, will draw a much clearer picture of the actual investment involved in  cold calling.  

There are two ways to analyze these numbers: Present Value and Net Value:

Present Values
PV of $200 divided by 50 calls = $4.00 per call

PV of $200 divided by 23.3 hour of Invested Time = $8.57 per hour

These hourly rates for the ‘present’ are not encouraging.   For a client who buys just one time, each call is equivalent to earning four dollars per call - hardly a motivation to jump on the phone and keep dialing for dollars.  The hourly rate isn’t that enticing either. 

Even as you look into the future, and assume the client will buy more down the road, the numbers don’t look that much better:

Net Values
NV of $700 divided by 50 calls = $14.00 per call

NV of $700 divided by 23.3 hour of Invested Time = $30.04 per hour
	One Week Time Period
	 

	Calls per Day
	10

	Average Length of Call (minutes) 
	10

	Appointments per day
	1

	Deals closed per week
	1

	Time Invested per Client (hours)
	3

	 
	 

	PV (Average Sale)
	 $           200.00 

	FV (Future Sales)
	 $           500.00 

	 
	 

	PV per call
	 $              4.00 

	PV per hour
	 $              8.57 

	 
	 

	NV per call
	 $            14.00 

	NV per hour
	 $            30.00 


Although the NV isn’t that bad, especially at $30 per hour, for many salespeople this return on investment (ROI) simply wouldn’t cut it.  If you value your time at more than $30 per hour, then clearly cold calling seems to be a waste of time.  

But before you hang up the phone on cold calling, there’s one more important factor that needs to be considered.

The X Factor

Based on the numbers above, it would be easy to conclude that cold calling is a waste of time.  There is one mitigating factor that can turn this analysis around -  the average size of the deal.  Imagine for a moment that you’re selling a high ticket item with an average sale price of $1,000.  Let’s run the numbers once more:

Present Values
PV of $1,000 divided by 50 calls = $20.00 per call

PV of $1,000 divided by 23.3 hour of Invested Time = $42.86 per hour
As you can see, all of a sudden the numbers look more appealing.  I’m sure a salesperson would be motivated to pick up the phone knowing it was worth $20.00 a call or better still $42.91 an hour for making the call.   

What if every client you sold to purchased an additional $2,000 (FV) worth of product over the next year?  The new NV would be $3,000 ($1,000 plus $2,000).  

Net Values
NV of $3,000 divided by 50 calls = $60.00 per call

NV of $3,000 divided by 23.3 hour of Invested Time = $128.57 per hour

The numbers here speak for themselves.  A salesperson is more likely to get excited about picking up a phone and cold calling if they knew each call was worth $60 today (PV) and almost $130 tomorrow (NV).

	One Week Time Period
	 

	Calls per Day
	10

	Average Length of Call (minutes) 
	10

	Appointments per day
	1

	Deals closed per week
	1

	Time Invested per Client (hours)
	3

	 
	 

	PV (Average Sale)
	 $        1,000.00 

	FV (Future Sales)
	 $        2,000.00 

	 
	 

	PV per call
	 $            20.00 

	PV per hour
	 $            42.86 

	 
	 

	NV per call
	 $            60.00 

	NV per hour
	 $           128.57 


Conclusion
So, is cold calling worth it or not?  The answer is … it depends!  To determine whether or not cold calling is effective, you must consider the X Factor (i.e., the size of the sale).  If the item being sold has a low margin or commission, then one could easily argue that cold calling is NOT an effective strategy for growing the business.  

But on the other hand, if the average margin or commission is high, the numbers clearly prove that cold calling becomes a valuable part of the overall marketing effort to win new business.  

When it comes to cold calling, the size (of the sale) does matter and is the primary factor in determining for the salesperson whether or not they should even pick up the phone.

Exercise:

Want to calculate your own numbers?  Download and access a worksheet with Microsoft’s Excel (.xls) for FREE and plug-in your numbers to automatically calculate your PV and NV by simply going to: www.VictorAntonio.com/coldcallingcalculator 

Negotiating a Price: How to Prevent Price Point Erosion 

Finding the right price point to sell an item at can be a tricky thing.  First, you have to make sure the price is competitive.  Second, you need to make sure you don’t cut your pricing too deep and end up losing money in the deal.  Lastly, you must remember that the buyer is going to try and negotiate your price down in order to feel like they’ve gotten a great deal.  
Negotiation is also a common occurrence. It seems like everyone wants to negotiate a better price. The question is: how do you stop price point erosion so it doesn’t cut so deep into your profit margin or commission?
When selling a product or service, salespeople have a sliding scale that runs from the ideal sale price to the point-of-no-return (PONR) price (the price that you cannot go beyond because you wouldn’t make any money on the deal).

As a salesperson, you need to slow price point erosion during the negotiation process so you end up closer to your ideal sale price and stay as far away as possible from the PONR price.  How do you do that? 

I came across a study done by University of Florida professor Chris Janiszewski and Dan Uy that might help. 

In the past, studies have shown that the first price you hear (or are exposed to) becomes an anchor or point of reference in deciding what you are actually willing to pay for an item.  Janiszewski and Uy took a closer look at this exposure to initial pricing and asked themselves how this initial price point influenced a buyer’s bidding behavior.  More specifically, they wanted to know whether a round number versus a non-round number was more susceptible to price point erosion. 

In one test, the students were given the retail price of HD Plasma TV and then asked to guess the wholesale price of the item.  One group was told the retail price was $5,000 and another group was given a retail price of $4,988.  After tallying the results, the group with the $5,000 price tag guessed much lower wholesale prices then the group at the $4,998 price.   

Another study done over a five year period found that houses listed at $500,000 got lower closing prices than those listed at $494,500. 

Further studies have confirmed Janiszewski and Uy’s suspicions:  Prices with round numbers do produce lower bids!  It seems that people have a tendency to discount an item more if the number is round.  In other words, people will round down their bid (i.e., negotiate down) more when the product is priced with a round number. 

How can this help you? 

In sales, when submitting a Request for Proposal (RFP) or presenting the client with a price, it may be wise to keep this study in mind.  For example, instead of submitting a starting price of $50,000, you may want to price your product or service at $49,900.  Instead of a starting price of $200, you may want to price it at $197.  This way, the client's counter price will be higher than if you had used a round number.  Get the idea?  

A good rule-of-thumb is to avoid price point erosion by avoiding round numbers in your anchor price. For those of you living on the razor’s edge of slim margins, this study should be welcome news. I hope you find it useful. 
How to Prime Prospects to Say ‘Yes’

As a kid growing up in Chicago, it wasn’t unusual for me to see vagrants and drug dealers loitering around the streets.  I’d often see them go up to a stranger and ‘bum’ a cigarette, “Hey man, you got a smoke?”  

The stranger would nod yes, and then give the vagrant a cigarette and a lighter.  After lighting the cigarette, taking a few puffs and returning the stranger’s lighter, the vagrant would thank the stranger and then ask, “Hey, do have any spare change in your pocket so I can get something to eat?”  More often than not the stranger would dig into his pocket, hand over a few coins, and then continue on their way.  

If they didn’t know the stranger was a smoker, they’d use a much safer approach and ask them for the time of day first, “Hey mister, can you tell me what time it is?”  And then they’d follow-up with the ‘spare change’ request.  

This was life in the neighborhood (a.k.a. The ‘Hood’). I didn’t think much of this technique until I began studying influence and persuasion theories.  One technique in particular brought these inner city memories back, and it was called the “Foot-In-The-Door” (FITD).  

The FITD technique involves making a small, negligible request first and then following up with a much larger one.   The first small request (i.e. Initial Request) is a setup for the real request (i.e. Target Request).  
Studies have shown that if someone agrees to your first request, they are likely to agree to your second request.
What if you could use the FITD technique to increase your chances of getting a prospect to say yes to buying your product? Would that be useful?  Let’s setup a scenario where it might work.  
There you are. Smart tie. Friendly smile. It’s your first meeting with a new prospect.  Now, the initial goal is to reduce the prospect’s sales resistance by asking him a simple question. This question should be one that you know he will say yes to (initial request). Then, follow-up with the real reason (target request) you’re there to see him. 
You: “Mr. Prospect.   Would you consider buying product that can do X,Y and Z and save you money?”  (Initial Request)

Prospect: “Yeah, I might if it really did what you said it could and was priced right.” 

You: “Fair enough.  I’ll tell you what.  I’m going to let you take our new Gizmo 3000 home for a week so that you can see for yourself that not only does it work, but that it’ll also save you money in the long run.” (Target Request)
Prospect: “I guess that’s more than fair.”
While this simplified example is ideal, it still illustrates the FITD technique.  Notice that the initial request had the non-binding and seemingly harmless phrase “would you consider.”  This three-word phrase is powerful because it “primes the prospect” and lowers resistance. It’s safe for them. After all, you’re only asking them to “consider” buying the product.  After the prospect responds positively, you reveal your true intention (i.e., your target request) by asking the prospect to take the product and use it.  
In this sales scenario, the goal is NEVER to sell the prospect on the spot, but to get the prospect to agree to use the product in the first place with the hope of selling it later (i.e. try it, like it, buy it).

The key to the FITD technique is to get a small commitment up front (i.e., consider using the product) and then ask for a bigger commitment (i.e. use the product).  If you can get the prospect to use the product, you’re halfway done closing any deal!  

