CENTER FOR DUE DILIGENCE

P.O. Box 8 ( Western Springs, Illinois 60558

(630) 662-0144 ( Fax (630) 662-0151
Consulting ( Research                                                                            E-mail:  CFDD@401kduediligence.com    

Competitive Analysis                                                                             Web:  http://www.401kduediligence.com
THE ART OF COLD CALLING:  How To Make It Work.


Page 4
February 25, 2002


Date:

February 25, 2002
To:

Institutional Clients
Subject:
Sales Ideas
THE ART OF COLD CALLING:  How To Make It Work.  A Sales Idea by Ken Ulrich, VP with Complete Pension Services.

The retirement plans business is primarily a relationship business and the top retirement plans specialists capture most of their business through relationships and referrals.   Indeed, the only cold calls the top brokers    make are from the ski-lift.  
Sponsors generally do business with people they like and trust, but most brokers can’t generate enough viable leads through internal or external referrals and must use the telephone to identify new prospects.

Having made thousands of cold calls to retirement plans sponsors over the last few years, it has become painfully obvious that some approaches work and some don’t.

Success obviously requires a heavy “dial count,” but it also requires detailed knowledge of the entire product landscape and a succinct message.  Brokers must also develop the ability to communicate how they can improve the sponsor’s plan within a few seconds.
It may have worked in the past, but brokers calling to ask sponsors if they are completely happy with their current program are doomed to failure.  Brokers offering to conduct an annual review or plan audit are also likely to be disappointed in the response.

TYPICAL SPONSOR PROFILE
To find out why the aforementioned approaches are unlikely to work, let’s look at the typical case profile.

In sharp contrast to surveys by “outside” experts, small and lower mid-market sponsors generally don’t know what they own, why they own it or what it really costs.
Sponsors also generally don’t know if their fund performance is good, bad or average.  Indeed, most sponsors prefer quantity over quality, especially small plan sponsors using insurance company programs.

The typical sponsor view of an annual plan review is also:  “If it ain’t broke, don’t fix it.”

Most sponsors also lack a quantitative method for evaluating their plan, performance, cost and service.
Sponsors also don’t want to invest the resources to evaluate their plan because its time consuming and again, they lack the skills and methodology to objectively evaluate their plan.

HR gatekeepers rarely have full decision making authority and they are hesitant to champion a conversion due to a fear of political fallout.  In other words, they are often powerless.  HR gatekeepers are also hesitant to introduce a pushy salesperson to the decision maker.

In addition to lacking a benchmark, sponsors don’t understand the value-added role of an intermediary to provide quality employee education and plan due diligence.

Sponsors generally think all programs are basically the same and there is very little difference in performance and cost between competing programs.

Most small plan sponsors also think that all programs incur an additional asset/wrap type fee add-on.

WHAT NOT TO DO
As mentioned, brokers should not ask sponsors if they are completely happy with their current arrangement because most will automatically say yes.  Sponsors also often say that they are already working with someone.

Brokers should, however, deliver a succinct message and don’t take more than ten seconds to communicate why they are calling. 
 Regardless of the competitiveness of the program, brokers should also be careful about criticizing the current provider.  This could insult the sponsor because they were probably part of the original selection process.

Brokers should also avoid pushing a specific product, even if it is far more competitive and flexible than what is in place.

HOW TO MAKE COLD CALLING WORK 
In contrast to the above, very few plans are functioning perfectly and when prompted properly, sponsors will talk about their problems.

When probing for issues, brokers should pursue cold calling in a professional and businesslike manner, but they should also be diplomatically aggressive in tone and manner.

As noted, brokers should not push product, but rather sell the value of the service they provide.  Brokers are in reality selling themselves as solutions and this requires a consultative approach.

Our group has developed detailed Comparative Analysis Spreadsheets and we capitalize on this by asking sponsors:  “Would you give us the opportunity to show you how to significantly improve your program through a Comparative Market Analysis.”

We also try to get sponsors to talk by asking them questions like:  “What’s your current asset charge?  How many of your funds are in the top quartile?  Does your broker provide employees with specific investment advice and asset allocation recommendations?”
If brokers encounter resistance, they should move to more direct questions like:  “Would you like to see a Morningstar Analysis of your fund menu?”  Another good question is:  “If I could show you how to reduce your cost by 25-50%, would you be interested?”

If the sponsor agrees to the Comparative Market Analysis, e-mail them 3-4 alternatives, but keep the programs/providers anonymous on the spreadsheets.    Brokers should then follow up in 3-5 business days and close for an appointment.

Pricing and fund analysis may eventually become commodities and marketing the opportunities and pitfalls of EGTRRA may now offer brokers an edge.

Brokers should also make sponsors say “no” three times before giving up and acknowledge that they will have to make twenty five calls just to get three decision makers on the phone and one viable prospect.  Contrastingly, once a sponsor says “yes” three times, a viable prospect has been identified.

Brokers should also maintain a follow-up file if the timing of the call is not right and the sponsor asks for a follow up call later in the year.

Brokers would also benefit from prospecting hard in the first and third quarters because most companies have an internal calendar based on their plan yearend.

Brokers should also target plans with at least $3 million and in addition to 401(k) type plans, brokers should also prospect DB and trustee directed profit sharing plans.

If the broker can’t make headway on a conversion, they should try to capture the plan as new broker of record by offering a higher level of service and ongoing consultation.
Cold calling is not easy, but the door is open for brokers that use a non-invasive approach and have good listening skills.  Pushing product and trying to force an initial appointment is not the path to success, but providing useful data without obligation and following up religiously can yield solid results. 
The tricks and tools of the trade can definitely help brokers get in front of cold prospects, but they are not the stuff that gets the order.  The tricks and tools can, however, be used to develop trust and the relationship. 
In summary, cold calling is like rock climbing, brokers need a toe hold before they can begin the ascent.
TELEMARKETING
Keeping the pipeline full is essential and once the broker’s business starts to grow, the cold calling, like other tasks that don’t generate or maintain business, should be delegated. 

Depending on the situation, the telemarketing effort could be managed internally or   outsourced to a service like the CFDD’s upcoming telemarketing service for retirement plan specialists. 

Telemarketers can definitely be trained, but rather than using a generic script, the telemarketer should use a specific script that generates prospects for each producer’s talents. 
The telemarketer should also have a reasonable grasp of the core issues that “tickle” a sponsor’s interest.  It is difficult to get sponsors on the phone and the telemarketer must be able to identify and stimulate the sponsor’s “disturb” buttons.

Telemarketers must also be able to represent the specific broker’s firm and strategy to secure a commitment from the decisions maker for follow up.
Telemarketing can also be used to market local seminars.
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