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Enhancing Sales Performance through
Negotiation Skills

I n today’s business era, it is a given that, to be effective, salespeople

need to embrace the art of negotiation. However, there have been few
studies that demonstrate the impact of negotiation skills development
on sales performance and business results. A recent study was
designed to assess the impact of a sales performance improvement
process created around our negotiations skills workshop.

The effectiveness of the workshop was clearly demonstrated in our study in a large U.S. company that
provides a variety of environmental services to industrial clients (hazardous waste disposal, site cleanup
services, etc.). The results showed:

= Positive improvement in all skills and performance outcomes

=  That 53% of the total revenue value (approx. $2.5 million/year) of individual sales
opportunities was attributed to negotiation skills acquired in the improvement process

= That the workshop had the greatest impact on improvement in client relationships, better
internal staff interactions, and better negotiation outcomes leading to more profitable
business

The results strongly support the value of the program in improving the salespeople’s negotiation skills and
work performance. In turn, having salespeople who excel in the art of negotiation has helped the
company gain better financial return as well as improved overall organizational performance.

Effective Negotiation Skills

A successful negotiator knows the importance of finding balance between accomplishing business
objectives (“keeping your eyes on the prize”) and nurturing and building relationship with clients for long-
term mutual success. However, many salespeople have difficulty finding this balance. The workshop is
therefore designed to teach salespeople skills for focusing on business objectives while simultaneously
enhancing client relationships.

We believe that balance between achieving business objectives and nurturing client relations can be
achieved by following three principled negotiation processes: aligning people, exploring issues, and
reaching agreement. Aligning people teaches salespeople how to gain perspective on the negotiation and
create an environment in which “people issues” do not prevent the achievement of positive negotiation
outcomes. In exploring issues, salespeople are taught how to identify interests beyond what'’s obvious
and to offer options accordingly. Finally, in reaching agreement, salespeople learn how to create win-win
offers and to develop alternative options if a mutually satisfying agreement is not easily reachable.
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For this study we were interested in four principle research questions:

= Does the negotiation workshop improve the salespeople’s negotiation skills?
= Do the new skills improve the salespeople’s productivity?

= What is the financial return that can be attributed to the program?

=  Which negotiation skills have the greatest impact in improving business?

The Study

Background

This study was conducted in a large U.S. environmental services company that provides a variety of
services to industrial clients (hazardous waste disposal, site cleanup services, etc). The negotiation
workshop was implemented to support a new pricing strategy. Management was aware that the new
strategy could result in a significant increase in pricing to some of their clients and would have a major
impact on customer loyalty. Thus, it was essential that all salespeople knew how to effectively negotiate
on the new pricing strategy and help clients see additional value in the company’s services.

It is our belief (and our client’s) that training can only be effective when it is implemented within the
context of a broader performance improvement process. Therefore, the training implementation in this
company consisted of multiple activities centered on the negotiation skills. Specifically, the 120
salespeople involved in this study:

= First identified specific and important sales opportunities

= Participated in a two-day negotiations skills workshop, during which they developed
negotiation strategies for the identified sales opportunities

= After the workshop received biweekly tips and e-mail reminders over a 12-week period to
reinforce the use of the skills

= Had available one-on-one coaching to address problem areas and provide support

Performance Measures

The first step was to determine how to measure performance. To prove the impact of negotiation skills
development on the company, we wanted to use a strategically significant performance metric. We were
interested in both the salespeople’s perceptions of improvement and the real bottom-line outcome. Thus,
the study consisted of two parts:

= Participant Surveys: Participants were asked to fill in an online survey approximately three
months after the program to determine their use of the negotiation skills and the impact of
those skills on critical business outcomes; 120 people responded to the online survey.

= Opportunity Reviews: During the workshop, each participant developed a strategy for a
specific negotiation. We then sent a follow-up survey to determine how the workshop skills
affected the negotiation outcome and the dollar value attributed to the workshop; 47 people
responded to the follow-up surveys. We selected 18 specific opportunities that were
significant to the organization’s success and had been completed during the six months of
the study. We then conducted in-depth interviews on these 18 sales opportunities to gain
greater insight into the outcomes.
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Findings
Our findings provided strong support for the value of the workshop and this performance improvement
process in improving the salespeople’s negotiation skills and the company’s overall business results.

Improvement in Negotiation Skills
The following graph shows the results of the participant survey on skill improvement. Participants were

asked to indicate how much their negotiation skills improved as a result of the program, from No Change
(1) to Significant Change (4). As the graph shows, there was significant improvement in all skills. Eight of

the ten skills received average ratings of 3.0 or above, and all ten were rated 2.7 or above.

Overall Impact on Skills Improvement

Average Scores
0 0.5 1 15 2 25 3 35

Ensuring sufficient preparation prior to each client interaction

Staying focused on winning support for the price increase while also
improving relationships with clients

Going to the balcony before and during the negotiation to diffuse
negative emotions and to ensure productive negotiation

Identifying potential "people problem" that affect the negotiation and
plan accordingly

Asking the right questions to move the negotiation towards
achievement of mutually satisfying outcomes

Deweloping BATNA and planning carefully before generating options
Generating options based on understanding of your needs and the

needs of all parties involved

Identifying and using independent standards when dealing with
difficult opposing interests

Using appropriate approaches (returning to the balcony, reframe-
jujitsu, and Positive No) in dealing with difficult situations

Scale: 1 = Strongly Disagree 2 = Disagree 3 = Agree 4 = Strongly Agree
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Impact on Work Performance

The new negotiation skills in turn had a significant impact on work performance. In the survey we asked
salespeople if there was a change in specific performance outcomes that resulted from participation in the
workshop. Participants agreed that the skills they learned had a positive impact on their performance
outcomes. The results of the survey are shown in the graph below. On average, salespeople agreed that

all skills showed meaningful improvement.

Overall Impact on Work Performance

Average Scores

0 0.5 1 15 2 25 3

Preparation prior to the negotiation has helped me have more effective negotiations in terms of
both outcome for my organization and relationship w ith clients

As aresult of the workshop, I am able to negotiate a more profitable deal (deals that are
strategically beneficial for my company)

Going to the balcony before and during the negotiation to diffuse negative emotions and to
ensure productive negotiation

As aresult of the workshop, I have been able to negotiate lasting agreements more efficiently

Because of the skills | learned, | have been able to say no to unreasonable demands

The use of Negotiation Strategizer has improved the quality of my negotiations

Scale: 1 = Strongly Disagree 2 = Disagree 3 = Agree 4 = Strongly Agree

In another question we asked the participants how much improvement in their work performance they
would attribute to the workshops. As shown in the graph below, over half (52%) attributed 25-50% of their
productivity improvement to the negotiations program—a significant improvement when you consider all

of the other factors that affect performance.

Increase in Productivity Attributable to Negotiating Skills
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Financial Impact of the Workshop

Of course, one of the most important questions associated with any training and development effort is its
impact on the financial performance of the organization. We were able to explore this question through an
in-depth analysis of selected sales opportunities.

As part of the improvement process, we asked each participant to complete a negotiation plan for a
specific client opportunity. After the anticipated closing date of the sales opportunity, we e-mailed the
participants asking them the status of the negotiation; 47 salespeople responded that their sale had in
fact closed. We selected 18 opportunities on which to conduct in-depth interviews. In these interviews we
asked how the participants used the negotiation skills, the effect of these skills on the sale, the total dollar
value of the sale, and the percentage of the sale that they would attribute to the skills they learned in the
workshop.

The graph below shows the impact of the workshop on those 18 sales opportunities. The total value of
those sales opportunities was approximately $5 million. When asked the percentage of the sales they
would attribute to their negotiation skills, salespeople attributed approximately $2.7 million of that $5
million to their new skills (about 53%).

Financial Return - Actual
(Based on 18 Interviews)

6.000.000

Total Value

5,072,500 Value
Attributed to
I Workshop

Estimated $ Value/Year
[ ]
[
[
[ ]
)
[
[ ]

I 2 689,000

Call Us Toll-Free 800.889.6452
Copyright ©2008. Wilson Learning Worldwide Inc. All Rights Reserved. All copyrights, trademarks, service marks and product
names are copyrights, trademarks, service marks, or registered trademarks of LSA Global or its Partners.


http://www.lsaglobal.com/about/contact.asp
http://www.lsaglobal.com

The Exact Expertise to

I DAL lgnite and Sustain Performance

Of course, not all salespeople attributed the same amount of the negotiation outcome to the workshop.
The graph below shows individual negotiation skills contribution to the negotiation outcome as reported
by the 18 salespeople we interviewed. As you can see, they range from 0% to 100%, with an average of
53% of the final sale attributed to improved negotiation skills.

Program Contribution to Negotiation OQutcome
by Participant
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Finally, while we do not have total actual costs associated with implementing the negotiation skills
development program, it was estimated that about $2,000 was invested for each salesperson (combining
the workshop costs, coaching sessions, travel and living expenses, the evaluation, and other
miscellaneous costs). Thus, for this group of 18 salespeople, the estimated total cost of $36,000 returned
$2.7 million in revenue, or a 75:1 ROI.

Negotiation Skills Having the Greatest Impact on Performance
Combining the results of the surveys and the interviews gave us a clear picture of the impact of
negotiation skills. The skills that helped this group of salespeople the most in their negotiations were:

= The ability to step back from the negotiation to better understand the client’s perspective and
to manage their own emotions

= The ability to separate people problems from the real issues

= The ability to ask the right kinds of questions in order to identify the underlying issues and
concerns

= The ability to anticipate what clients would do during difficult negotiations and to develop
alternative sets of actions if the negotiation failed

This was effectively summarized in the statement of one of the participants:

“...we were certainly more aware of the participants from the client company and their stakes and
possible positions. This helped immensely as we proceeded through the negotiation process and
had favorable results.”
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Conclusion
This study showed that a sales performance improvement process centered on our negotiation skills
workshop had the intended impact:

= Better negotiation outcomes and increased sales revenue
= Improved client relationships for future business opportunities
= Better internal staff interaction

Although the study was conducted in a U.S.-based company in the environmental services industry, we
believe that the findings have implications for organizations in other industries as well.

First, the findings provide support to the significance of the art of principled negotiation for salespeople in
general. Strategic initiatives, like pricing increases, could easily affect client relationships and influence
organizational performance negatively. This did not happen with this company! Clearly, having the ability
to focus negotiations on sales objectives and, at the same time, build and nurture client relationships
improved the performance of the salespeople. This, in turn, proved to be advantageous for organizational
performance, improving revenue and increasing customer loyalty.

Furthermore, these findings provide support to the value of viewing training within the context of
performance improvement. The implementation went beyond a two-day negotiation workshop. A variety
of Learning Transfer Technologies (LTTs), such as biweekly e-mail tips and reminders, individual
coaching, and sales opportunity reviews were applied. We also worked closely with the top executives
and the participants’ managers to ensure that the skills learned in the program were incorporated into
participants’ daily work processes and supported. We believe that these types of support beyond the two-
day training workshop made a significant contribution to the client’s results.

In summary, the findings of our study indicate that implementation of this workshop as part of a
performance improvement initiative had a positive impact on the company’s performance. The program
supported the company’s strategic initiatives and contributed to the increase in salespeople’s productivity.
We believe that companies with similar needs to make salespeople part of their sustainable competitive
advantage can benefit from this implementation as well.
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About LSA Global

Since 1995, LSA has helped organizations create and maintain competitive advantages through people.
Over 85% of our business comes from repeat clients and our customer satisfaction rating is 97.5%. Our
clients tell us that we are different. Our clients tell us that we save them both time and money. Our
clients tell us that they appreciate access to experts across many areas

Our Leadership and Management clients report that we decrease their costs by up to 50%, while
helping increase speed-to-productivity by 60% and decrease unwanted attrition by up to 40%.

Our Sales clients confirm that they have grown sales by 40%, increased units sold by 42%,
increased average pricing by 12%, and closed over 50% of their pipeline.

Our Project Management clients inform us that, by regularly completing projects that meet or
exceed expectations, they have become an anomaly in the world where most projects disappoint
or fail.

Our clients succeed in the marketplace through increased revenue, decreased costs, and higher
productivity. They maintain that our rigorous assessment, implementation, and measurement capabilities
bring them tangible results. As an organization, we are fiercely devoted to supporting their success.
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