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Providing Profit Generating Systems to Dealers

A white paper for companies selling products and services to dealers of durable goods
by Dennis Galbraith

Executive Summary

Distribution must surpass advertising as a core marketing competency of durable goods industries.
Unlike packaged goods, durable goods are primarily sold through small, well-run businesses that are
struggling to keep up with the growing complexity of the products they sell, the systems they use, and
the internet savvy customers they advertise and sell to.

Those selling to dealers must examine their offerings and determine how they can do a better job of
delivering not just products and services but profit generating systems. These systems will provide
dealers with the training, support, and integration they need to keep up with product, advertising, and
operating system advances while staying focused on their customers.

Dealers are not, and need not become, the weak link in the distribution channel. However they are the
smallest link and require more from their national suppliers. Those who provide dealers with complete
profit generating systems will contribute to the strength of their product category and be rewarded with
growing market share within that category.
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Providing Profit Generating Systems to Dealers

Introduction

Retailers are challenged by products with increasing complexity, yet there is no turning back. Electronic
features alone are multiplying the usefulness and complexity of durable goods. At the same time,
retailers are challenged by product proliferation and global supply. Many product lines include more
variety and the number of competing products is growing as well. All these challenges add up to new
opportunities for suppliers who are willing to help retailers meet these demands.

Leading dealers are insisting that their suppliers deliver profit generating systems rather than just
products. The diagram below depicts the dealer’s impression of a supplier that simply delivers product.
The cost of the product may be less of a burden than the training and system changes that go with it.
The situation is even more problematic if the information necessary for integration with existing systems
is not provided or misinformation is provided.
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A profit generating system helps modify store operations and provide the necessary knowledge and skill
sets in order to make money from the product. In its purest form, integration and training are assured



and nothing is left to chance. The ROI calculation becomes much clearer and the purchase decision
easier.
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This paper provides suggestions for how each of the following types of suppliers can move further
toward providing profit generating systems:

1. Providers of products and Services to improve marketing or other store functions

2. Suppliers to OEMs

3. OEMs and other providers of products for resale



Products and Services to Improve Advertising or Other Store

Functions

The empirical data on advertising product performance is clear, there is far more performance variation
between dealers using the same product than there is between one product and another when both are
used properly. Yet many suppliers continue to spend their time “hunting” for dealers to talk to about
how different their product is rather than making sure dealers know how to get the most out of what
they bought or are being asked to buy.

Suppliers work feverishly to come out with more product enhancements to keep themselves
differentiated and provide some new thing for their sales team to talk about, yet they under invest in
training programs to the point that many of their own salespeople don’t fully understand what dealers
need to do to maximize product performance.

Generally, the solution will be multifaceted but must involve the sales team and ongoing
communications. Repetition is essential for learning and behavioral change. While products continue to
become more complex and sales more challenging, modern software has made it possible to produce
interactive training programs, real-time reporting systems, and product integration at a very low cost.
Below are a few specific suggestions to help move toward a profit generating system. Also included are
some of the pitfalls that have hindered past efforts.

Interactive Self-Study Programs
Onsite instruction is far too expensive to provide both complete penetration and repetition. The
inexpensiveness of distance instruction, like WebEx, is surpassed by its ineffectiveness. Interactive self-
study programs are becoming increasingly attractive as the primary training model when all the
obstacles can be overcome. There have been four primary hurdles to creating effective interactive
training programs:

1. Cost

2. Software use

3. Subject matter expert (SME)

4. Understanding of how people learn

Costs can vary widely based on the approaches taken; however, costs are generally lower today than
ever before. Cameras, lighting, software, and computers are all better and less expensive. This allows a
higher percentage of the budget to be applied toward professional script writing and other talent. The
cost of fully contracting out production functions has decreased as well.

Software use has made it easier to produce programs and generated a wider range of possibilities. The
greatest danger is not that the training will look unprofessional, but that is will look professional and still
not achieve the training objectives that were expected of it. It has become so easy to produce
something hot looking that it has also become easy to lose site of the training objective. Discipline is as
important as talent.

Organizations clearly have people who are Subject Matter Experts (SMEs) with respect to their products,
but that is not the only issue. One needs to have a strong understanding of the dealer’s business, how
dealerships do things now, and what needs to change in order to get the most from the new product.
Understanding how the product will interact with existing products is important, but it is equally
important to understand how the process changes needed to get the most out of the product may work
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with or against other processes required by other products. For example, taking more and better
product photos for the website is synergistic with the need for more and better photos to get the most
from product listing services. On the other hand, adding chat for the first time will require substantial
change to the business development center or require outsourcing the handling of these leads
altogether.

A great deal of knowledge has been gained over the last few years about how people learn. The
academic world has provided some very useful information that can be applied to business. There has
also been a fair amount of misinformation, some as a result of poor research and some resulting from a
misunderstanding or misapplication of otherwise sound principles. Understanding how people learn and
how individuals may learn differently is essential. Even the best SME working with the latest tools can
fail. As evidence of this, one needs to look no further than the flood of literature declaring that most
PowerPoint presentations are terrible uses of a perfectly good training tool.

Dealer groups may have sufficient bargaining power with suppliers to have interactive trainings
customized. A key purpose is to incorporate the dealer group’s policies and procedures into the training.
This can be a win-win for both the supplier and the corporate staff of the dealer group seeking greater
homogeneity across store operations.

The Perfect Slice

In some instances it may be possible to sell or retain dealers using a perfect slice —to create a perfect
portion of the product as a demonstration of what good looks like. As an example, an online automotive
listing service could create outstanding photos, video, seller’s note, and the rest for only a handful of the
dealer’s cars and post them online as a demonstration of what kind of activity could be expected if the
full product were purchased and properly utilized. This can achieve several positive results:

1. Desire through demonstrated results — dealers cannot be expected to change based on a
promise. Demonstrating what is achievable with the slice fuels the desire to have the same
results for the entire inventory. Suppliers are selling the dealer on both the need to buy the
product and the need to utilize it properly. This will lead to greater retention.

2. Demonstration of process — all work could be done at the store by the salesperson. This is an
opportunity to demonstrate process and begin training.

3. Salesperson expertise and credibility — Involving the supplier’s salespeople to create some of
these slices as sales tools assures they know what they are talking about in terms of process and
training. It also gives them credibility with the dealer.

Radio stations have understood this approach for some time. It has long been common for local radio
stations to approach dealers who are not running or who are running on the station with poor results
with a spot the station has written and produced as an example of what is possible. Because radio is
primarily a branding medium and requires frequency, it is not possible to run a slice and demonstrate
what would be possible from a full schedule. However, stations often refer to dramatic results that
other dealers have achieved using a similar approach.

Some products cannot fully deliver the perfect slice, but organizations are encouraged to consider what
it is they can do and how much can be achieved from it.

Performance Reporting and Benchmarking
Many people satisfice rather than optimize. In North America, it is also common for people to overrate
themselves relative to others. Name the subject, and most people think they are above average.



Without benchmarks that demonstrate otherwise, poor performance is free to maintain its course until
the supplier’s product is replaced by someone offering superior performance through a profit
generating system.

Automated reporting systems are easy enough to establish. Establishing the kind of relationship where
the account manager can lovingly explain to the dealer that they are underperforming is much harder

than the report creation itself. Nonetheless, this is what many dealerships need. Done in the right way,
the relationship can be greatly enhanced by this exchange and subsequent performance improvement.

Outsource

Some retailers simply are not capable of keeping up or are unwilling to change their operations to
accommodate every new product. Online chat is an example of a wonderful system that is making it
possible for consumers and dealers to communicate better than ever. It is also an example of something
that requires fundamental changes to a dealer’s operations.

Some dealers look to suppliers to take over some of these tasks. Providing outsourcing services can
bring its own share of challenges, but it can be a direct and profitable way of helping dealers cope with
the changes they face.



Suppliers to OEMs

The Volvo Penta IPS (Inboard Power System) is an example of a campaign that uses its website to explain
both the operation of its advanced system and the benefits of it. They also developed an integrated
training program to help dealers understand how to sell the system and how to handle consumer
questions and concerns.

Unfortunately, it is all too common to find people misrepresenting or under representing the products
they sell. This is not intentional and helps no one. Historically the responsibility for understanding how
product systems work has rested squarely on the shoulders of the dealership, with weak support from
the OEM and no involvement from suppliers. This was more understandable in an era when products
were simpler. Today, many suppliers design entire systems, like the Volvo Penta IPS, which is used by
nearly 40 boat builders in the U.S. alone.

By giving dealers the tools they need to better sell durable goods that contain their superior component
or system, they instantly become more valuable to OEMs. Most OEMs understand the financial
calculations pretty well. If one supplier is 1.0% cheaper on a system that makes up 5% of the product’s
cost, but the other supplier can improve sales 1% because of the superior marketing and sales benefits,
then revenue from a profit generating system trumps cost cutting from a traditional cost-oriented
supplier.

Many suppliers will say that OEMs have them cut to the bone on costs and they just can’t afford to
provide this level of support. At a bare minimum, they can explain their system benefits on their
website. Briggs & Stratton does a good job of demonstrating the advantages of its various engine
lubricating systems. Not to say that lawnmowers are not important, but if it pencils out for Briggs &
Stratton then others might want to take another look at their situation.

Suppliers pitching to OEMs should have outlines, if not finished materials, for how salespeople will be
trained for success with the profit generating system being proposed. Lower-tier suppliers can also use
this method to break away from the price-only game. If the material that goes into the hoses makes
them last longer, how is that going to increase finished product sales if salespeople don’t know about it?

A great message can even become viral. | have yet to find a Mercedes-Benz fan who doesn’t try to knock
my socks off with a story about the indestructibility of Mercedes-Benz floor mats. If a supplier’s
engineering, system, or component makes it into the viral sermons of the OEM’s product evangelists,
then there is very little risk of that supplier being replaced by a low-cost producer.



OEMs and Other Providers of Products for Resale

At the OEM level, the engineering teams should be screaming the loudest for a move toward profit
generating systems. Like suppliers, engineering teams spend a lot of money to make the next generation
of products better. Sadly, only a fraction of those benefits ever translate into selling points on OEM and
dealer websites or salesperson demonstrations. It must be torturous to spend months or years
designing a refrigerator tray that keeps meat at the proper temperature only to hear a salesperson
explain to a customer, “It says meat on it to make it easy to find.”

Typically, salespeople are drawn to a product’s advertising. They are dependent upon store traffic and
advertising helps drive that traffic. If a feature is differentiating enough to make its way into the
advertising messaging, then sales people know it is important. OEMs and their suppliers need avenues
for training frontline salespeople on important features and benefits that don’t make it into the
advertising messages.

Repetition is important to any training. When training frontline salespeople on product benefits derived
from engineering, the training had better be very good and it is vital that it be in a form that salespeople
can go through multiple times. It must be engaging enough to make them want to go through it multiple
times, and persuasive enough to make them believe that there is additional revenue to be gained from
every bit of product knowledge being served up.

Most of all, knowledge of product features and benefits must connect directly and explicitly to the sales
process. Sales people need to learn how to use the features and benefits to sell. Revenue is the profit
driver, and sales process cannot be left to hope or chance. Providing product knowledge with the hope
that salespeople will turn it into a sales message is not going to produce peak results.

Website Content

At a bare minimum, OEMs and suppliers can do more with their websites to provide messaging about
product features and benefits to consumers. If it is not important enough for suppliers to put together a
message and demonstration on their website, then salespeople are justified in believing that it is not
important enough for them to need to learn it.

Ford does a good job of this with their F-150 pickup truck. However, OEMs need not be selling $30,000
products to afford good product demonstrations. DeWalt does a better job demonstrating the durability
and reliability of their $200 drill motors than any auto manufacture does with their drive trains.

Website content should be reviewed and discussed during weekly sales meetings. Manufactures can
provide dealers with outlines or sample programs on how to use consumer facing content on the OEM
site during sales meetings.

Interactive Self-Study Programs

Weekly sales meetings are difficult for retail sales managers. The most complicating thing is that sales
teams are often a mix of 20-year veterans and green peas. Self-study programs can be used as needed,
by whoever needs them, as often as they need to. People learn best when the programs are interactive.
Books, videos, and podcasts can be helpful, but they are not interactive. The interactive nature of
computer based training has improved dramatically in the last few years. However, the capability of the
software must be matched by the knowledge of the SME and a healthy understanding for how people



learn. (See the same subsection under Products and Services to Improve Advertising or Other Store
Functions.)

Linking the Training of Accessory Sales to the Product Training

Where possible, manufacturers and distributors of accessories should provide sales training that is in
line with the sales training offered by OEMs. In some cases, it can be more cost effective to co-sponsor
training provided by a respected and independent source.

Suppliers must consider the amount of information desired by consumers prior to making a purchase
decision in their product category. Then think about the avenues available for meeting these
information needs: advertising, dealer salespeople, the website, and content provided to dealers for
their websites and ads. The best solution may be a combination of approaches. Even if your advertising
sends shoppers to the store in search of your product, the sale may be lost if the salesperson believes
more strongly in and is trained in the sale of a competitor’s product.

Conclusion

In a crowded and rapidly changing marketplace with many dealers overwhelmed, the best product does
not always win. Suppliers who provide dealers with a complete profit generating system will have the
upper hand in distribution.

Companies selling packaged goods through Walmart and Target will continue to focus on advertising as
a core competency, but that is not appropriate for durable goods. Remember how your marketing
professor defined the marketing mix: product, promotion, price, and distribution. Most big-ticket
durable goods are not distributed through giant retail chains. They are primarily sold though small, well-
run businesses that are struggling to keep up. The challenge today is in the distribution channel, and
supporting retailers with complete profit generating systems is the answer.

Dennis Galbraith is the owner of RevenueGuru.com, providing training and consulting services to
dealers, manufacturers, and suppliers in durable goods industries. Dennis can be contacted at 910-339-
9700 or DennisGalbraith@Gmail.com.
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