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progress toward goals, and by paying some bonuses based on the performance

St BUMMARY T AND MAJUR..CONCLUSIONS

This study has examined differences between 8. number of dealershiPB

which have increased their volume of new car sales 1in recent years and. a.

number of dealerships which have dropped in sales volume.

We found several factors of business policy and procedure to be asso-

2

_ ciated with change in sales volume. Outstanding among these is a dealership 8

policy with regard to wholesaling versus retailing of used cars.- The greater
proportion of Lsed cars which are wholesaled the more the increase in new
car sales. Also important is a dealership s success in handling auto pur-
chase financing. The-greater the'proportion of:potential deals turned down

because of inability to get the finance contract approved, the poorer the

overall sales performance,

While these aspects of business procedure are important, the data

indicate that a dealership's methods of developing the abilities and moti-’

vations of its salesmen sre of equal importance. The better performing
deelerships appear successfully to involve their salesmen in the effort to
reach department sales goals-~by keeping them informed about these goals and
of a department or team. Salesmen in improving dealerships also'feel motre
free‘to discuss problems mith superiors-andrfeel less need for additionsl‘
ssles help than do salesmen in declining’dealerships.

These results concerning the relation between supervisors and salesmen
ereconsistent withdresults'from.stodies:of other, organizations. The previous
reseerch has indicated thet;involvement of,employees'inicompany goals,  and
a high level.of supervisory help end_enoonregement for subordinates, are

associated with organizational effectivemess. .. ., , -, .

Another aspect of dealership.organization which. appears, related to.-
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sales success is the ratlo of supervisors to”salesmen. Declining dealerships
in our sample were more likely than improving dealerships to -have a compara-
tively small number of supervisors in relation to-the number of salesmen.
Turnover among salesmen was found to be—most'strongl§ related to sat-
isfaction with earnines. However, regardless of degree of satisfaction with
enrnings, turnover tends.to be higher when salesmen are paid in part for
performance relative to other salesmen rather than on what they themselves
have accomplished
Some aspects of dealership operation which we expected to be assoclated

with change in sales volume were not so related. These include the degree

of mutual help and assistance among salesmen, the distribution of authority

. a‘ﬂ.
FRR] B

and influenc? within dealersghips, and many features of compensation gygtems.,
The failure oﬁ,gpme of these expected associations to oc%ur may be.due in
part to a lack of variatiOn among dealerships in some characteristics--for
example the uniformly low influence of salesmen in dealerships makes it
difficult to know if more influence by salesmen wou{d contribute toJoverall
sales success, Also, some negative results obtained may be due to special
conditions found in dealerships that are not duplicated in other businesses.
For example, the amount of interdependence among auto salesmen is probably
not great enough to make mutual assistance crucial whlle in other occupations
such cooperstion may be a necessitp; | |

Finally, it should be noted thst much ofithe variation in performance
among dealerhhips is notjaccounted.for by our data; Some of this unexplained
variation may be due to limitations in our measurement of dealership success,
In addition, there are undoubtedly“factors of economic conditions, business
practices,land personnel management, which affect dealership success, but
about which we have little or.no information. While these limitations of the

study should be borne in mind, it would seem that the data can be of consid~

erable use in any effort to improve dealership operation,



I. PURPOSES AND DESIGN OF STUDY

Main Points

1. This study attempts to provide some aﬁswers to this
question: W@at are Lhe éffegts on dealership success
of the ways in which its personnel work together?

2. The criteria of success used are: (a) growth in sales
volume; (b) present level of sales volume; (g?_return on
inves;pent. |

3. A sample of'neighboring pairs pf dealerships, one of
wh;gh ;mp?oved while the éther declined, was chosen
for study. |

4. In each of the samplelthigty dealerships, supervisors and
salesmen filled out ques;ionnai;es. The owner ot genera}_
manager of each dealership wasvinterviewgd ang sgﬁplgmentary

data obtained.

Purpose of the Study -

It is an obvious fact that there are large differences in perfdr-u
mance amonghthe many- Acme* dealerships throughout the country, Dealer-
ships differ widely in éuch'ways as presént volume of sales, rate of °
sales growth, profitability, and turnover- among salesmen. The purpose
of this study is td'try to pinpoint some of the factors which account
for these variations.

The differences in dealership success are due in part to economic
factors over which the dealer has little or no control. These include
local variations in business conditioné, the location of the dealerships

and -the strength of ‘tompetition. Differences in business practices--such

*
The..company. name being- used is: ficticious. .. L
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as advertising methods, cost controls, and used car wholesaling policies--

can also have a marked impact?on‘sﬁcceas.' While fecognizing the importance
‘of such factors, the present study is mainly concerned with the effect of
managerial practices on the success of dealerships. More specific&ily we
will examine herelsuch matters as sgpervispry.fracticeé, ways in which
decisions are made, coordinationenmpng departments, compensation systems.-
and personal characteristics of employees. We will aiao discuss some mat-
éers of business pfactice--such as advertising media used and.uéed car
wholesaling. Our primary 1nterést througﬂout, however, wili be in the

relationships among people in dealerships and in determining whether cer-

tain ways of working together are asgoclated with business success.

Criteria Of Organizational Effectiveness

Three criteria were used in classifying dealerships as either out-

standingly‘éuccessful or only moderately successful. These were:

(1) Grov;h or decline in neﬁ car é;les err.a three year period.
This figure was cowputed by faking the difference betweeplaéles volume in
the first six months of 1957 and in thé first six months of 1960--two |
similar periods for industry sales.

Dealerships were chosen primarily according to this growth criterion
because we were most concerned with the present vitality of the organiza-
tion and with the trend in its effectiveness. Use of this criterion means
that we omitted from the study some dealerships which had high sales volume
but whose sales had not increased in recent years.

All improving dealerships chosen had a percentage .increase over the
period chosen of at least 13 per cent; Most had a much larger increase
than that, the median increase being 32 per cent. Each dealership clas-
sified as declining had a sales decrease of 15 per cent or more. The
median decrgase for declining dealers was 24 per cent.

In order to eliminate dealerships that might demonstrate dramatic .

i»
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percentage increases in sales volume with only a small ‘change in total
number of cars sold, the sample was limited to dealerships with a new
car sales volume of over 450 in 1960,

(2) Current gales volume, Present volume cannot be judged in terms
of the actual number of sales, some such factors as differences in market
area and the size of dealership will affect sales volume. As a criterion
of "expected" volume for each dealership, we used the assigned market
percentage established by the Acme Motor Company. These figures indicate
the percentage of the Acme new car market for a given area which each
dealership was expected to attain. The actual percentage of the market
attained by the dealership for the first half of 1960 was compared to
the assigned percentage.

Dealerships tentatively chosen for dramaticvincreasés or decreases
in sales growth were evaluated in terms of current sales volume, These
dealerships which had improved greatly but which had remained substan+
tially below assigned market percentage were excluded.l

(3) Return on investment. We did not wish to classify as improving

any dealerships that were achieving growth in volume at the expense of a
reasonable profit. Therefore, the return on _ + investment filgures
were examined for each dealership which had passed the tests of growth
in sales volume and high current sales volume., Any dealership which was
not earning a good return on its invested capital did not qualify as an
improving dealership. Dealerships classified as declining because of

poor sales performance were retained in the declining group even if they

l. See Appendix A for discussion of several exceptions to this rule.
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showed an adequate return on investment. However, the median return on
investment was considerably higher for improving than for declining deal-
erships (53 per cent versus 10 pér cent on actual invespmgnt).

Matching Improving And Declining Dealers

We are interested primati}y in‘the differences among dealerships
which stem from differences in the way the oréanizatign is run (supervi-
sory practices, coordination among departmgnts, ete,). It was useful,
therefore, to hold constant--or at least minimize--variations in economic
and other "outside'" conditions which affect the dealership's success. To
try to acoomplish this puréose, we included in the sample only those im-
proving dealerships which could be matched with a declining dealership in
their own area. With the exception of one Qealgrship palr, each matched
pair 1s located in the same multiple point area. The remaining pair is
located in neighboring single point grgaslwi;hin the same sales district.

To check on the_adequafyvof.the ma;cbing of pairs, we asked: each
district_manageg whether there were otber.faCCOra besides managerial
practices that might have_apcounted fo; the marked differences 1n‘succe§s
between the. dealerships chosen in his area. The district manager was asked,
among other things, whether one dealership of the pair ﬁad-a siénif;cgn;
advantage in market condit;ons or location, and whether growth or gecLiné>
could be due to gain or loss of fleet accounts. In several cases, che
comments of the district manager made it apparent that the differences be-
tween the improving and declining dealership in his area could be readily
accounted for by non-managerial factors, 1In these cases, the dealership
palrs were dropped from the gample.

After these and other poorly matched pairs were dropped from the



7.
sample,? there remain fifteen palrs of dealerships, or a total of thirty.
Our results are based, on the infqrmatioq‘obqgiqed.from these thirty deal-
erships.

What The Sample Dealerships Are Like

The dealership pairss-one improving and ope declining--which are
included in the study, are located in nine differemt states. ngr of the
fifteen pairs are in the Northeast section of the country, five palrs are
in the Midwest, four pairs are in the Far West, one pair ig in the Rocky
Mountain region, and one pair is located in the Southwest.

All but one of the pairs are located within large metropolitan areas
of 500,000 or wore population. The remaining pair cowes from two neighbor-
%ng=gma11 citlies of abou;hS0,000 population each.

The {mproving dealerships in our sample have been in business under
the same ownership for a median period of five years: Declining dealer-
ahiﬁs genérallj have been 1ﬁ business lanéer—ia'median of fourteen years.
There is, howeﬁer, considerable variation within each group of dealerships.
Thus, five improving dealerships have been in business fourteen years or
longer, while six declining dealerships are seven years old or less.

The size of dealership in our sample--in terms of total number of
employeeé--varies greatly, from 25 to 139, Declining organisations have
a median of 66 employees, ﬁhile the median siée.of improving dealerbhiba
is 44 ewployees. Looking only at the number of employees in the sales

departments--both new and used--we find that our sample of improving

2. Twenty pairs were originally included in the study. Two of these
pairs were dropped after it was learned that the declining members.
of the pair had completely reorganized the persounel and procedures
of the dealership just prior to the study. Three additional pairs
were dropped after sales figures for the second half of 1960 showed
that the differences in performance between the two dealerships had -
considerably narrowed.
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deeiersnips has a;nedian of twelve employees while the declining nealer-"
ships have a median of sixteen employees.

An equal number of improving and declining-deaiershipsl-seven in.
each group--nane combined new;engﬁnsed car departments. In those dealer-
ships which have separate new.car departments, iumroving dealerships have
a median of eleven persons in the new car department3 as compared to a.
median of twelve persons in declining dealerships.

The eapitalization of dealerships in our’eEmple varies great1y3'ootn
anong imoroving and also emong &eclining organizations. However,:the

median capitalization amount for improving dealerships is conﬁiderablf -

less than the median for déclining dealerships--$132;000 versus $243,000.

How and When the Information was Obtained

During late October and early November 1960, each dealership in the
: sample- was visited by a staff member- of the Survey Research Center;
Enployees in the dearlership were informed of tﬁé"bractical and scientift
purposes of the study ;Ld of, its sponsorship by the Acme Hotor Company.
Salesmen and eupervisors were asked to fill out questionnaires.
They were: assured that their.individnai answers would be kept strictly
confidential and would be seen by no ome outside the snrvey_Research |
Center. In each dealership, the ovner® (or.in a few:casee, the general
manager) was interviewed. These interviews usually lasted between an

hour and an hour and a half. The owner also was assured that his answers

would not be identified with himself or his dealership.

3. This figure excludes persons exclusively engaged in selling trucks.

4. - In one dealership an interview with the owner could not be’ ‘arranged.
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What Kind Of Information Was Obtained~ -+ ; 'u:

This study focuses primarily on the car sales part of the dealership,
egpecially on the new car department,' The emphasis on the new car depart-
ment is consistent with the fact that we:clagsified dealers as improving
or declining primarily on the basis of new sales performance. At each
dealership, the following information was obtained:

New car salesmen.. Questiomnaires answered- by salesmen in the new car -
department (or in combinatiog departments) included questionms about. the
way in which they do their. jobs; about their knowledge of and reaction to
saleg goals; about their relations with ‘their supervisors;.about itheir
earnings and their feelings concerning the compensation system; -about how
they work together with other salesmen; and-abéut their persopglucha;ac-ﬂ
“teristics. ' - .o e S B |

New car supervisors. Supervisors .in new car departments filled out. .ques-
tionnaires which elicited wuch factual information comceruing the dealer-
'ship--including data about the frequency and length of sales.meetings;
about .who ‘makes decisions:in such matters as accepting questionable -deals
and deciding on bonus plans; about compensation plans; and about various.
business techniques. Sales supervisors were also asked about their way-
of dealing wihh salegsmen. For purely factual questions, the information
provided by that sales supervisor who was judged by the Survey Research
Center representative to be "best informed" was used. The\best informed
supervisor was usually the sales manager or gemeral sales manager.
Supervisors in other departments (service, parts, business office, etc.).
These supervisors were asked only a few questions concerning their rela-
tions with their superiors and with persons in other departments, inclu-
ding the new car business,

The owner, The owner or genmeral manager was asked about his role in the
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dealership, about the special problems and advantages® his dealership has,
‘and about his' way of dealing with employees.

General information. To supplement the iiiformation obtained from sales- - :

personnel and the owner, we asked an exécuti¥eé of each dealership (usually
the office or business manager) to providé information about a number of
additional subjects--including the history of the dealership, turnover of
personnel, compeﬁéaﬁion plans for supervisora,  financing practices, and
the way in which advertising money is spent. Also, an organizational
chart showing the lines of authority in the dealership and the number of:
persons in each department was filled out by the Survey Research Centér:
staff member, = - T .

Financial information. Information about suéh matters as service absorp+

tion and return on actual investment, in addition to other financial infor-
, B
_mation, was obtained from A~me Motor Company records.
droato et
. . 4 Al
There was, thus, a considerable amount af

v

#ﬂﬁp;gﬁﬁiqh,gathered about
éach dealership. The following sections of this report will consgider how
these various aspects of dealership opérafioﬁ are related to business

success. ' ' g A .
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11, . SALESMEN'S NEED FOR HELP

Main Points

l. Salesmen in declining dealerships want more hg}p from
supervisors on various aspects of selling.

2. Salesmen in declining dealerships are more hesitaat to
discuss problemp}with their spperio:g than are aalgsqenw
in improving deale:ships.

3. In declining &ealerahips, sales sppegg%sors are ;ikely
to hold a pessimiﬁtic view of salesmen deGéIOpmentJ-agree-
iong with the statement "A good salesman ié born, not
made." Supervisors 1o improving ﬁeglerships more ofgen

reject this view.

He1p>To Sélésmén o

We asked each salesman this question;

Would you like more help than you now get from your
supervisors concerning the following:

a. selling techniques

b, closing deals

c. getting prospects

d. handling financing arrangements

e. qualifyiang buyers

f. getting customer's car properly serviced
g.:other problems _

For each of these items the salesman could check gi;hﬁr'"Yes, would
like a lot more help,”" "Yes, would like a little more help," or "No, don't
particularly need more help."

" For each item, salesmen in declining dealerships were more likely
than fﬁoae'iﬁ'impfoving dealerships to say they wanted more help than they
now get. This is especially marked for the items concerning help in sell-

ing techniques and help in closing deals. .On,each of these items, salesmen
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in eleven of the fifteen declining dealerships stated a greater need for

help, than did salesmen in the improving dealerships with which they are

paired.1

The fact that dealerships do differ widely in how much help they
give to salesmen is illustrated by these contrasting descriptions by
owners: - = .l
| The owner of one. improving dealership said:

"We consult with the man on every deal; that is ..
something they seem to like. Many say they have
received more help here than any other place...We. just
convergse with one another conetantly."

The owner of another improving dealership said;

"We feel we've provided adequate salea management
‘to. assist the salesmen when they're working on selling
a car. There's always somebody here who can help them
cloge it."

A contfeeting situation is described by the owner of a declining

dealership:
Lo T
"5 salesman is really in business for himself. It's
.up to him to produce, and on his production he earns
money. We provide the product for him to sell and .
give him desk space and any help he may feel he re-
quires to build up his own clientele,”

Another declining dealer expressed the same gemeral point of view
in these words: ' - B

""We get good men and we juet let themngo qg;;on
their own and sell. But we have a2 minimum figure that
we won't let them go below, and if they do, we:replace .-
them."

‘ . - IB‘..
The Sales Supervisor's Viewpoint K

The fact that salesmen in declining dealerships expreseed‘gLrela-

tively high need for more helpAis paralleled‘by the attiendes'nf the

P

“L. For each-of thege items considered séparately, the probability of get-
_ ting this difference: between improving and declining dealerahips by
" chance alone 18 6 1n 100 .
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principai supervisors in déclining‘aéhlerahips.

“Each gales supervisor was asked whether he agreed or disagreed with.
a number of Btatements.regafdiﬁg”supérviéory techniques., Among these was
the statement, A good salesman is born, not made,” A &uperViSOF-Whﬁn,
agrees 'with this statement would probably place less emphasis on training
and ﬁelbing salesmen than would a supervisor who believes that good sales-
men can be made,

In the improving dealerships only one out of the fifteen principal
sales supervisors (qaually_thé sales manager) ageeed with this statement.
(See Figure 2) In the declining dealerships, seven out of the fifteen
sales "supervisors agreed that good salesmen are born rather than made.z
Moreover, when supervisors in declining dealerships disagreed with the
statement their dissent tended to be weaker ("mostly disagree!) than the
dissent of the improving supervisors ("strongly disagree').

The dealerships in which sales supervisors believe that good sales-
men are "born, not made" are no more likely than other dealerahips to be
ones in which salesmen express need for more he1p from supervisors. Why
this expected association does not occur ‘is not clear. 1In any case, one
or the other of these indicators of low emphasis on helping salesmen is

much more likely to be found in declining dealerships.

Autonomy Of Salesmen

The fact that the salesmen in improving dealerships expressed less
need ‘for additional help does not necessarily mean that they are less ''on
their own" in-handling most deals. Salesmen were asked how often they

usually handle various parts of their job alome or with only a little

2. The'probability of this difference between improving and declining
dealerships occurring by chance is less than 1 'in 100,
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help from others. Most of those in both types of dealerships said that
they usually handle such tasks as getting the names of prospects, persuad-
ing the customer, and closing deals, by_themselves.3

Commmunication With Supervisorr

-

While feel;ng that they need more help from supervisgors, §a1eamep‘
in‘declin;ng deale?ships are mgte‘reluctgpt than men in improving dealerj
ships to discuss problems with their supervisors,

Each salesman was asked;

) When you have a problem which you would like to dis-
" cuss with your immediate supervisor, how free do you"
generally feel to approach h;p about it?

A sim;lat‘questiop wags asked about discussing problems w;tb the
ovner. For both questions, selesmen checked alternatives ranging fuqﬁf
nWOuldn'; hesitate at all” to "Wruld keep it to myself." Reluctance by
salesmen to discuss problems with their supervisors may pe sai@ to congti-
tute a communication block, |

‘Salgsmen in dep}ining dealerships show more reluctance to discuss
problems with their superyisors than do salesmen in improving dealerships.
(See Figure 3) This is especially true with regard to communication to
the owner, In ten out of fourteen dealer pairs which differ in the strength
of the communieation‘block to the owner, there is a greater block in the
declining dealership. Similarly, in nine of fourteen dealerwpairs which
differ in strength qf_tpe communication block to the immediage supervisor,
there is a greater block in the declining dealership. An index of the

freene&sof communication to both superiors shows that salesman in

declining organizatiins feel more hegitant about discussing their problems

3. Salesmen in improving dealerahips are somewhat more likely to persuade_
customers’ alone and to, handle financing arrangements alone but are
slightly less likely to close deéals alone.
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in twelve out of the fifteen dea‘ler-'-pair.s,4

:7ﬁtTﬁéigiééter }eiuéténéevéf salesmen in declining dealerships: to..dis-
cuss ‘problems with supervisors’ is consistent-with the stronger wish'for -
help in declining dealerships. Though the communicatios.block and the .-
wish' for more help do' not necessarily occur together (the associdtion 1s
only a ﬁéak'oné), they both appear symptomatic of a .situation wheré the
salesman-is. cut’ off from some of the possible help .and ebcourageméent. he
.can get from his superiors.

The association between. receiving help and support from supervisors,
on the one hand, and good performance,.on the. other hand, is consiatent’
with findings in a number of other types of organizations. Supervigors’
who place greatest emphasis on facilitating the work of subordinates and
on furthering their subordinates' success, have generally been found to
get. better results than those concermed primarily with keéping a close -
check on or pressuring their employees.

" One may ask, however, whether a greater wish for help by salesmen
in decliniﬁg deélerships may not reflect.the fact that .such-dealerships’
éttract and keep poorer salesmen. ‘Although there is no systematic evidence
that this 1s so (salesmenuih declining dealerships are not gréatly different
from others in age, in education, or in length of service); it ‘seems plaus-
ible that the best dealerships will tend to draw and keep the best salesmen.

However, the fact that supervisors in declining dealerships are more

4, The probability of this difference between improving and declining
dealerships occurring by chance is 2 out of 100,

5. See, for example, Katz, D. and others. Productivity, Supervision and
Morale Among Railroad Workers, Ann Arbor: University of Michigan Press,
1951; and Likert, R. and Willits, J.M. '"Morale and Agency Management,"
Hartford Life Insurance Agency Management Associatiom, 1940, Vol. 2,

- -
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likely to believe that "good salesmen; are born, not made'" suggests that
supervisors in declining dealerships tend to have different philosophies
about how to handle salesmen:  Also.there is some evidence.from previous
research that the characteristics of supervisors tend to be an indepen-
dent force and not just a reaction to the traits of the subordinates they
encounter. Thus, in one company when managers were shifted to different
divisions it was found that each tends to adhere to his. same point of
view toward his subordinates irrespective of the productivity level of his
division at the time. Furthermore, the productivity of the mamager's new
division tended to go up or down toward the level of his previous
division.6
It may be that a vicious circle sometimes arises in dealerships -

whereby both kinds of effects are operating. On the one hand, lack of
sufficient help to salesmen (even to experienced salesmen) would reduce .
the success of the dealership, This would, in turn, tend to discourage

.the best salesmen from joining or remaining and leave only salesmen who
require more help. 1If this kind of wvicious ciecle does, in fact, operate,

.4t is clear that one way the ‘dealership management can break the circle
is to give potentially successful salesmen enough help and emcouragement

. so that their full promise is realized.

6. See Likert, R. Motivatiopal Dimensions of Administration, Chicago:
Public Administration Service.
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.~.-.""A Good Salesman Is Born, Not Made"

RESPONSE OF PRINCIPAL SALES SUPERVISOR =~ *

Disagree

L.

14




How Free

With Owner

H

With Immediate
Supervisor

Summary Index

Salesmen Feel To Discuss Pooblems With Superiors

Figure~3 ) : N

‘COMPARISON OF DEALERSHIP PAIRS

Declining Dealership Salesﬁen

ket .Feel Less Free To Discuss
b ,t.ImprovipghDealershiﬁ Salesmen
= °  -Feel.Less Free To Discuss

Pairs ‘Equal

s

7.

]
N
N

N
'\ ‘\-\ \

.

19..



20.

I1I. INVOLVEMENT OF SALESMEN IN DEPARTMENT SALES GOALS

Main Points ‘

1. Salesmen in 1mprovinghdeaiership; are mo;é likely than
those in declining organizationg to be aware of depart-
ment sales goals, -

2. Owners of improving‘dealetshi;a often;indicate an
active effort to keep ;ale;men.igformgﬁ about sales
goals and progress toward them.

3. Improving dealerships often reward saleémen, in part,
oan the basis of department or team performance. Decli-

ning dealerehiﬁs are mare’likely to reward solely'f&r

individual performance.

Informing Salesmen About Department Goals

The management of every dealership in our sample, with one exception,
sets goals of ptofit'and/or sales volume. This is clear froﬁTzﬁe inter-
views wvith owners or genefal managers and from the regponses of sales super-
visors. There is no difference between 1mpro§ing and declining dealers
in this respect.

But how much do the salesmen know about such goals? We asked
salesmen:

Has your department had an annual sales goal or
any mwonthly sales goals during 19607

In six of the improving dealerships, 1007 of the salesmen said they
know about group goals. (See Figure 4) Only twe improving dealerships
had less than 75% of salesmen who were aware of department sales goals.
But in a majority (eight) of the declining dealerships, less than 75% of

the salesmen sald they know about department goals. In only three
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declining dealerships were all salesmen aware of such gosgls, 1
These differencea between improving and declining dealerships do

not happen accidentally. They appear to reflect differences in the amount

A F I} ,: A

of effort the -owner and other manageta meke to inform the salesmen and
to get him involved in reaching group goals. !

In eleven imprbving dealerships which could be rated reliably (see
Appendix E: ), eight showed clear evidence of making an active effort to
inform their salesmen, two gave some evidence of auch an effort, and only
one owner indicated that no such effort is made. The following quotﬁtions
'illuatrete the tesponaes of thoae improving owners who report trying to
.inform salesmen. From one owner:

. "The& are told all about it, the figures on which
the goals are based, and progress reports twice each
~week. "

The general managef Ef another imnroving‘dealership said:

“"we:tell salesmen abdnt goals and how sales’ are doing.
There is a regular board for salesmen. Salesmen are
proud to work for a successful firm. They work better
when not dejected about poor sales.’ T

Among declining dealers, however, there 1s less often an active
effort to involve salesmen in their department goals. Of twelve decli-
ning dealeishipa which couid be'rated reliably (See Appendix E ), three
'sheﬁed cleér evidence ef trying to infErm salesmen, fouf'owners‘gave'some
indication of trying to do this, and five declining owners indicated that
they‘ do not try to keep salesmen informed about goals. Several top exe-
cncives'of fﬁe‘declining déalershibs‘pnrpoaely avoid informing the sales-

+

men about department goals.

s

1. When pairs of dealerships are compared, in tem pairs the improving deal-
ership has a higher proportion of saleswen who are aware of department gnals,
while in only three pairs does the declining dealership have a higher
proportion who are so awate. This reault could occur by chance only
‘5 times out- of 100, e
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One owner of a declining dealership commented:

"'Salesmen are not told about these goals. We are
fighting the union all the time, so the less you let a
.man know. about how much volume you are selling,. the . :
better off you are. Because if they know you are -
T doing well, they will ask for more in the union contract.!

The owner of another declining dealership said: K - .
"Each salesman has his ipdividual .quota, and there
are competitions several times a year. But the only

« quota. & salesman sees is his own."

Group Versus Individual Bonuses

Not only are salesmen in improving dealerships better informed about
department goals, but:also they are more likely to be rewarded financially
if their department or team does well, We. asked the best-informed sales
supervisor in each dealership this question:

Tkinking'now of the éétai‘amouﬁt Qf Sonus moué&
glven to salesmen during the past year, about what pro-

- portion was based on the performance of a department
or team rather than on the performance pf an individual?

| Among the fifteen declining dealerahips, only four gave any group
bonuses at all Eleven gave no bonuses on a group basis but’ only for
individual perforwmance. L

Among the improving dealers; on the other hand, nine out of fifteen

gave some bonuses for team performance.?2 _ﬁhilevsuch group bonuses, consti-
tuted only a.small proportion of -total.bonus money (under 20 per cent in
most cases),.the coneept of. paying attention to the performance of the,
group as a whole was evidently present in these improving dealerships. ..

Group Goals And Individual Goals. .

The data presented above indicate that selesmen in improving dealer-

ships are likely to be better informed about department goals and to be

2. This difference between improving and declining dealers could occur
by chance 8 times out of 100.
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rewarded for reaching ‘group 'goals.

© 7-But-is. the important thing that there be goals as such, regardless
of .whether they are group or individual goals--or is it important that
these be group goals? -

: 'There: 18 .considerable evidence from other field and laboratory

‘studies that- people work harder when they.have immediate personal . goals:,
as well ag when they have group goals. But there is-also evidence from
previous studies:that group forces can add great pressure on individuals
to PerforuLwell.; Moreover,” in some- situations productivity has been
found to be higher. in groups which cooperate toward common goals ‘as op-
posed to groups in which persons competed ‘for individual rewards.%

In the present study of dealerships, there are several pieces of .-
evidence: which support the -idea that the presence of group goals is gen-
erally more effective than solely individual goals.

The first is the fact. (reported on page 22), that improving dealer-
ships, more than declining dealexrships, have group bopuses in.additioﬁ to
individual bonuses. Where salesmen know that some bonuses will be paid
on the basis of:group performance, it seems plausible to suppose'that they
-will be more .likely to - accept the group (department) goal and work to help
achieve it.-

The available evidence also indicates that salesmen in declining
dealerships are' just-'as likely as those in improving dealerships to have

individual goals. While:'we did not ask this question directly of owners,

3. See Coch, L. and French, J.R.P., Jr., ."Overcoming Resistance to Change,"
Human.Relations, Vol. 1, 1948, pp. 512-532; and Seashore, S. Group
Cohegiveness in the Industrial Work Group, Survey Research Center
Monograph, Series No. 14, Decedber 1955,

4, Deutsch, M. 'The Effects of Cooperation and Competition upon Group
Process," Human Relations, Vol. 2, 1949, pp. 129-152 and 199-23;.
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it is possible to code interviews with'owners according .to whether or not
individual goals for salesmen are :mentioned. . An approximately equal num-
ber of declining and improving ownérs (five declining and six improving) r
specifically mention the presence of individual goals.

There is anothet indication that .salesmen in declining dealerships
are:-just as likely to have individual goals. When salesmen are asked how
much say or’ influence they have over 'your monthly sales quota,'" those in
declining dealerships were no more likely .to cheek "inapplicable" (i.e., :
no individual quotas) than were those in iwproving dealerships.

Thus, the available evidence is that the .presence of group goals, :
rather than merely goals per se,—is.what distinguishes the. improving. fvom
the declining dealerships. - - o . _

Why should this be go? What 1ls there about the presernce 'of group
goals that would contribute to a dealership's success?

. +- There 18 :evidence from previous research that the presence of group
goals may lead to greater cooperation.among indtviduals.? Consistent .
with this research, when we conaider .all dedlerships together, the. data
show that those which pay some group bonuses have more mutual help and
cooperation among:.salesmen,- However, when improving and decl ining dealer-
ships are compared, there is no systematic evidence that salesmen in.impro-
ving dealerships .help each other .more, ot e S

There is-also, little evidence that salesmen in improving dealer-..
ships are more- "loyal" or "committed to" the dealership. They are some-
what less 11ke1y than thoae in declining dealershipa to say they would
.prefer another dealership to their own, but estimate a shorter time during

which they plan to work for the dealerehip in the £uture.

!

5. Deutsch, M. op. cit.
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-thle*informﬁng,salésmenfabout group goals does.not mnecessarily
result in increased cooperation or increased commitment to the dealership,
it may be that it is often accompanied by a greater publicity about how
individuals are performing. Analysis of the owner interviews shows that
a number of improving dealers rebort such publicity. For example, one
owner of an improving dealership said:

"We have a chart up here keeping a running account.
The men are very much aware of what goes on."

He pointed to a large blackboard on the wall which showed, for
each saleswman and for the department as a whole, the number of vehicles
sold that month and cumulatively., In another improving dealership, a
loud bell resounds throughout the premises whenever a deal is closed.

The evidence here is not conclusive since we did not ask owners
directly about the wmatter of publicity. But there are clear indications
of such publicity in the description of their dealerships given by five
improving dealers while no declining dealerships gave clear indicaticn
of such publicity.6

It seems probable that when group goals are established, and when
each salesman's performance is known to others, each salesman will feel
some pressure from the other salesmen to contribute toward the group or
department goal. This is especially likely to be true when there is the
probability of a bonus following good group performance. Thus, where
there are some rewards for group performance, a climate in which the
"rate~buster" is ostracized and the '"faflure" ignored, may be replaced
by one in which the high producer is accepted and the "failure' encour-

aged to do better. While salesmen in such dealerships are still being

6, For most dealerships it was not possible to make confident judgments
about the amount of publicity given to salesmen's performance.
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con@ensated mainly according to individual performance, it apperars that
a "friendly competition” toward some mutual goals may be an effective

stimulant to sales.

-
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Figg re &4
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Figureps

BONUSES FOR -GROUP PERFORMANCE -
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- IV, OVERALL.SUPERVISOR-SALESM@E RELATIONS .

Mh;n Point - » ; T
;wﬁen_dealershipa a;e.raged in tefms of the adequacy: {
of overali salesma;-supéryisory relatioﬁs, ten of'fif-
teen improving dealerships rate high. Only thre; of

fifteen declining dealerships rate high.

We have seen that salesmen in improving dealerships are more involved
in group or department goals than are salesmen in declining dealerships.
We have seen too that salesmen in improving dealerships are more likely to
feel that they are getting sufficient help from their supervisors.

It seems reasonable that both of these factors together are neces-
sary for developing successful.salesmen. On the one hand, salesmen must
have the necessary skills and savvy tc do the job right. At the same time,
they must be motivated to put forth more than just a minimum effort.

It 13 possible, on the basis of the data, to give each dealership an
overall score on each of two factors: (1) the extent to which salesmen
have been involved in group geals, and (2) the extent to which salesmen
appear to be recelving sufficient help and support from their super'iors.1

We find that ten of the fifteen improvimng dealers are good or moderate
on both of these factors. But among declining dealerships, only three of
fifteen dealerships rate good or moderate on both goal involvement and

getting help. (See Figure 6)

In other words, the performance of 22 of the sample of 30 dealerships

1. See Appendix D for a description of how scores on each of thesge
factors were developed.
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i3 consistent with their position on these two factors of supervisor-
-salesman relations. .. ' e

While there are, as we will see, other factors which are important
in dealership operation, it appears from these data that knowing the

level of skills and motivation of salesmen will tell us a good deal about

-any dealership.

-1



Figure 6

Overall Supervisor-Salesman Relationa‘
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V. RATIO OF SUPERVISORS TO SALESMEN

Main Point )
Improving dealerships have a higher ratio of super-

vigsors to salesmen than do declining dealerships. -

Supervisors In Sales Department

Some dealerships have more supervisors per salesmen than other
dealerships do. We may consider the ratio of supervisors to salesmen
from two separate points of view, The first is to look at the number

of supervisors who have responsibilities in the sales department alone.

This would include sales managers, assistant sales managers or team cap-
tains, and "'closers," |

Dealerships differ considerably in the proportion of sales depart-
ment supervisors to salesmen., The range is from a low of about one sales
depatﬁﬁent supervisor for every 17 salesmen to a high of one sales
supervisor for every four salesmen. When we compare improving and decli-
ning dealerships (see Figure 7}, we find that declining dealerships are
more likely to have a small proportion of sales supervisors. Seven out
of fifteen declining dealers have less than one sales supervisor for every
ten salesmen as compared to only two out of fifteen improving dealers who
have this small proportion of sales supervisors.1 However, declining
dealerships are just as likely as improving dealerships to have a very
large proportion of sales supervisors--i.e,, about two supervisors for
every five salesmen. It appears then, that having a large proportion of

sales supervisors does not guarantee good sales performance, but that

1. This difference between improving and declining dealerships could occur
by chance five times out of 100.
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achieving good performance is more difficult when'the ratio of Bplﬂs

supervisors to salesmen is small,

.Sales-Connected -Supervisors .

It often happens that other supervisors, in addition to sales mana-
-gerg and their assistants, are active in the sales department. These other
persons may include the owner, where there is a working owner, ,and a gen-
eral manager, as well as other persons (assistant general manager, general
gsales manager, etc.). It is of interest, therefore, to examine, .in rela-
tion to the number of salesmen, the pumber of supervisors who have any.-:
responsibility for the sales department. We may térm these persons,

including supervisors in the sales department itself, "sales-connected

supervisors."

Again there 1is considerable variation among déealerships in our sam=
.ple..- The ratio of all sales-connected supervisors .tc salesmen ranges from
a low of one supervisor for about. every six salesmen to a high of three
supervisors for every four salesmen, :-When we compare improving and declin-
tag, dealerships, those which have a high proportion of sales-conneeted .
supervisors (two or more for every five salesmen). are equally likely to’
be improving or declining. . But among dealerships which have & low propor-
- tion of sales-connected supervisors (one or fewer for every four. salesmen),

seven out of ten dealerships are declining.2

Why should having a larger proportion of supervisors aid the success
of a dealership? A number of possible explanations suggest themselves;

let us consider several such interpretations and evidence bearing on them.

. . . : ., " - . " i N . . .
2. This difference between improving and declining dealers, while not sta-
.. tistically significant, is consistent with the difference -in proportion

of supervisors in the sales department itself.
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One possible explanation is that when there are more.supervisors..
around the sales showroom, more help and counsel is available to the sales-
men. As we have seen in a previous section gfath;s.rgpogg-(gagégbi -
salesmen-in improving agencies are less likely to feel the need for addi-
.tional help. While this explanation .may.appear plausible, the data contra-
dict i;,__In‘Qealerqhips which have a high ratio of .supervisors to.sales-
~ men, salesmen are not less likely to say.they want more help;- they are, .
in fact, somewhat more likely to say they want additiomal help.

Another, possible explanation 1is that -when there are more-supervisors
around, they check more closely on the salesmen and exert more pressure
on }:l'fem._, Again the evidence.does not support the explanation. As the
proportion of supervisors rises, there is no corresponding rise“;n‘thelﬂ
likelihood that. superiors will "check more closely" on a poorly performing
salesman (as reported by sales supervisors). Nor is there an increased .
feeling by salesmen of "pressure for better performance over and above.
what you think 1s reasonable."

It appears from the available evidence, therefore, that the mere
presence\of.que supervisorg does little to affect the performance of the
salesmen., It may be that the good effects of having(sufficienﬁ supervisors
: gomgs_grima{?lyffromywha: the supervisor himself acoomplishes, An active
owaer or genetal‘mAnager, for example, may be himself an.effective. sales-
man. As several owners commented, many customers prefer to see the "top
ﬁan"‘persénaily. Also, the pregence of a large enough euperviaory core
may mean that ce:tain tasks of long-range planning do not get neglected
in the hurly-burly of daily business. However, éiﬁcé evidenéé.bearing on
this interpretation is lacking, it must be considered for the'preseﬁt as
"only a ressonsble guess. . ... |

It should be noted that the broportion of super#isors to salesmen
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is generally related to the size of the dealership. Large dealetships
(defined here as those with twelve or more new car aalesmen) have a smaller
proportion of superoiaors than do medium dealerships (seven to eleven aales-
_men), yhich in turn have a amaller proportion of sales supervisots.than do
-small deelerships (six or fewer salesmen) Moreover, declining dealershipe
in our sample are more often large organizations-ihan are impioving dealer-
ships (seven cases to four), . .

However, it is difficult to ascribe the pecor performance of the iaege
declining dealerships to the fact of their size rather than to the low ratio
of supervisors. When seven declining large dealerships are compared to four
improving large dealerships, it is seen that all but one of the declining
large organizations have a lower ratio of sales department supervisors than
any of the improving large dealerships, It appears therefore, that while
bigness it itself is not harmful to successful performance, bigness can be
harmful when it pvesults in the error of having too few supervisors in pro-
portion to the number of ‘salesmen,

It is interesting to note that those dealerships which have the lowest
ratio of supervisors to salesmen also are poorest in supervisor-salesman
relations--i.e., in involving salesmen in department goals and in providing
as much help as salesmen desire. As we have seen (page 29), poor supervisor-
salesman relatlons are asgsoclated with declining dealerships. However, as
Figure 8 shows, dealerships which have poor supewvvisor=-salesman relatiomns
still have a falr chance of guccess if they have a high ratio of super-
vigors to salesmen.3 But where gsupervigor-salesman relations are poor and

the proportion of supervisors is low, the chances for success are very poor,

Seven out of eight dealerships in this category are declining.

3. Proportion of supervisors score is in this case, a composite score
based on the proportion of sales department supervisors and propor-
tion of all pales-connected supervisors.
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"Figure 8 also indicates that having a low propoft#on of supervisors
does not necessarily lead to poor performance. Thus, of those deafé;ships
which have a loWw proporticn of suﬁeévisors buclgood supervisor-salesman
relations, two are improving and'éne declining.

It appears that having poor supervisor-salesman relatiofs and having
a low proportion of supervisors each répresents a handicap for the dealérship.

Neither alone is an’impossible obstacle, but in combination they seem :

" erippling,
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‘Figure 8

Propdrtioh of Suﬁérviéora,‘§uperVisor=SaIesﬁﬁn Rélations,
And Dealership Success

1 =-Improving Dealerships
D = Decliming Dealerships

PROPORTION OF ~  ~  SUPERVISOR-SALESMAR RELATIONS™.: -
SUPERVISORS ' » . : "
Good """ Poor
11 ' 1
Low D DDDDDDD
ITIIII I
Medium DD
O - I11
High DD DDD

*"Proportion of supervisors" score is a composite of data om ratio of sales
department supervisors to salesmen and on ratio of all sales-connected
supervisors to salesmen.

**5 good supervisor~selegman relations score means that the dealership-scores at
least adequate both in involving salesmen in department goals and in pro-
viding sufficient help to salesmen, See Appendix D for further details.
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e VI, . PROBLEMS OF FINANCING DEALS

Main Points

1. Declining dealerships lose moTe pqtential‘s§¥es because
of fiﬁaﬁcing than do improving dealeréhipé. o

" 2. fnldéaiér;hipé which turn aown'a'high proportion of poten-

eial dééis Bééé&se of fin;ncing problems, salesmen are
Iikéiy to feel ‘the need for more‘ﬁelp from superiors in
'ﬁandlihg'finaucing ééiang;ments}

5; Lack of finénéing prébleum will nbt;neceésarily bring success,

* while success is pogsible in the face of serious financing

‘problems.

:. Is gkill in arranging financing.an important element in the success
of -a dealership?
We asked new car salesmen:
. About what. per cent of the deals you handle are
turned down because you can't get approval of the
finance.contract? .

: In e%ﬁvgp out of the .fifteen dealer pairs, salesmeq in dgcliningvdeal-
erBhips report a higher percéntage of deals lost in this wayfthan do:qales-
men in the improving dealership in the same a_rea.1 In some cases the dif-
ference between the declining and.improving dealerships in the same area is
fairly sizable, Salesmen in two declining dealerships lqse-abqu‘IO%;?r more

. 0f their deals.through financing difficulties (14% and 12% respectively) as

compared to the improving dealers in their areas (4% and 27 respectively).

1. This .difference between 1mprov1ng and declining dealerships could occur
by chance 6 times out of 100,
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These data are paralleled by salesmen's responses to the following

question: - -
In general would you rather handle a casb-deal or a :
time saleg deal? S : '
While in no dealership do a majority of salesmen prefer cash deals .

(many expreaagd.pq preference), salesmen in dgglinipg_gealetships are
more likely to prefer casb. In nine Qegleish;p bairs;,a highgr proportion
of salesmen in the declining déalership said they prefe;red a cash deal;
four pairs had an equal proportion prefgxr{ng cash deals; while in only

tvo pai;s did a larger proportion in_the,ipproving organization prefer
cash.2 - | nﬂ%m._;y,;
While declining dealershipsrﬁre more likely to turn down deals

. because of financing problems, it does not. follow that_they.make a ‘smaller
proportion of their completed dedls as time sales. In fact, declining
dealerships have a somewhat higher percentage of time deals than the im-
proving dealerships in their area, This 18 true in nine out of fifteen
pairs.3 ' o _ ‘ R U

That declining dealerships in our sample hoth turn down a relatively
"high percentage of time deals and tend to make a largeér proportion of time
deals indicates that the ‘declining dealerships in ourtéample tend to draw
“more "time customers' than do the irproving dealerships with which .they.
are paired., It may be therefore, that the turn;aown of ‘many time deals

by some declining dealerships {s, to some extent, a result of the kind of

-, N

2. This difference could occur by chance 3 times out of 100.

3. Five out of seven declining dealerships which turn down more time
deals than does the improving dealership of the pair . also make a greater
percentage of time deals than does the improving dealer.
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customers they encounter. %ivt .t Lo o, e iy

. There is gome evidence,.however, that & high percentage, of deal turm-
downs ,bécduse of financing problems, is connected, at least, in part, with
inadequate handling of financing problems by the dealership.

- 'We asked saleswen:

Would ‘you like more help than you now get from
yout supervisors concerning...financing artangements?

The more salesmen feel a lack of sufficient help with financing

artangements, the greater the percentage of deals which are turned dowu

because of financing difficulties.s Lack of help With financing may sone-
times indicate a poor knowledge of financing by the management of the deal-

RN

ership. In other cases, it may stem from a failure to pass down the neces-

sary knowledge to salesmen. In either case, the}dsta suggest that where
e et

salesmen handle some of the fanancing arrangements themselves (aa they do

in almost every dealership in our sample), a greatenﬁ;ssia:ance to salesmen

in these complex matters can help sell more cars.

Financing Skills And Supervisor Salesman Relations
How well can we account for the performanre of dealerships on the basis

OE their success in handling financing problems Will a "smart-finance“

dealership be outstanding ly successfui even without the managerial skills

necessary to involve salesmen in department goals and to provide salesmen
- 1 *

with enough help?

4., It may be noted that the higher the proportion of deals which an organi-
zation turns down, the higher its percentage of ‘repossession (correlation
- .¢coefficiente +,57), Whether this means that a high rate of repossession
:leads to greater reluctance to take marginal risks or that those deal-

erghips with a high rate of turn-downs are poorer judges of risks 1s not
possible to tell from these data.

5. The extent of assoclation 1s indisated by the correlation coefficient

r = +.37; an asgsociation of this size could occur by chance less thah
5 times out of 100.
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While there are too few cases in our sample to answer this question
with certainty, Figure 9 provides some clues. - The most interesting cases
for ‘the present purpose are those which are good in one respect but poor in
the other,

Among four dealerships that have few financing problems but have poor
supervisor-salesman relations, two are improving and two are declining. And
two dealerships which turn down a high preoportion of deala on financing
grounds but which have good supervisor-salesman relations are both improving
dealerships. This limited number of cases indicates that while financing
expertise in itself will not necessarily bring outstanding success to a deal-

ership, success is possible without overcoming financing difficulties.
Other_Aspects Qf'Finsncing i |

Improving‘and declining dealerships showed no coneistent differences
on the following other sspects of financing:.

1. In the type of liability on time sales. (About half of the dealerships
have re-purchase and about half have non-recourse liability )

2, In offering salesmen's incentives for time payment sales. (Moat“
dealerships in hoth categories offer such incentives, )‘ -

}5 In who ususlly works with the financa cowpany to get final approval
on deals. (The ssles manager does this in a majority of both improv-
ing and declining dealerships. ) ’

4. In whether the dealership is willing to handle a heavy truck finance

sale on a re-purchase agreement. (Most dealerships in our sample

showed some reluctance to do this.)
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Financing Problems, Supervisor-Salesman Relations,
And Dealership Success

B3

I = Improving Dealership
D = Declining Dealership | '~

SUPERVISOR-SALESMAN RELATIONS™*

FINANCINE
PROBLEMS
- Good Poor
" Few TITIIIL 11
(2;4;—783% D DD
Turn-downs) 8
Yoderate 111 I
(8.3-12.47, DD DDDD
Turn-downs)
Many I1I Iz .
(12.9-27.6% DDDDDD
Turn-downs)

:*Figures are average of data reported by individuaI salesmen.

**ﬁealerships good imxsupervisor-aaieamah.reiationévaﬁore édequatenin dnvolving
salesmen in department goals and in providing sufficient help to
salegmen, See Appendix D for further details.



VII. BUSINESS PRACTICES

Main Points

1. Improving dealerships wholesale a larger proportion of
their used cars than do declining dealefehips:

2. Amount spent on advortising and advertising media used
do not distinguish improving friomw declining dealerships.

3. As important sources of customers, improving dealerships
are more likely than declioing oneg to mention 'passers~
by who walk in"; declining dealerships are more likely
to mention gerviee customers,

4, There are no differencos between imoiooing and

declining dealérshipa on -a-number of other practiwes.

It is possible that differences betweer {mproving aﬁd'decfining‘deal—
erships are due in some measure to-differemces in-their -business practices--
including emphasis on specific poréa of the business, advkrtising methods,

and ways of Belling customers. We turn now’: to'a comparison of improving and

i i e

declining dealersbips on a. numbef ofasuch business practices.

Areas Of Emphasis o Co

Do iwproving dealerships™émphacize more one part of the business;-
say, new car sales--while declining dealerships emphasize more a different
part of-the business?

Evidence on this question is mixed. Declining and improving dealer-
ships seem to stress the service deaprtment about equally. The median ser-

vice absorption figure is 66 17 for improving dealerships and 60.17% for s

‘ deolining dealershipsi Cn amount of service provided per unit in operation, .

once again the differences are, small with the median improving dealership
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rpro;iding $§4.§orth of service and dacliﬁing providing $41 in service.

To assass the relative empbaais placed on new car versus used car
sales, we may-examine for eacﬁ dealership the ratio of used car sales to
mew car sales.® The median ratios for improving and declining dealerships
are almost identical (.68 and .69 respectiwely). Of the fifteen dealer pairs,
nine declining dealerships'bave a highér used-to-new sales ratio than the
lmproving dealerships in their area, while six 1mproviﬁg dealerships have
a higher ratio than the neighboring declining dealérship. Thus, while
declining dealerships show some tendency to have a higher used-to-new ratio,
the differences are not large.

These relatively small differences in sales ratios are consistent with
the owners' own views concerning emphasis on the different departments.

We asked owners (or genérallmanagers) this question:

How much emphasis do you feel a dealership ehould
put on its used car operation as compared to its new
car operation?

In improving deale:ships, nine top executives said there should be
equal emphasis on new and used sales; three felt used car sales should
recelve more attention; two thought new car sales should come first, and one
did not answer this question. In declining dealerships, four top executives
felt there should be equal emphasis between the two sales depértments; five
aaid used cars should get moré attention; three believed new car sales
should come first; and three either did not answer this question or were
not availaﬁle for interviewing.

TheseAresponses from owners and general managers show a slight ten-
dency among declining dealerships to place'relatively more emphaéis on used

car sales than de improving dealerships, but the difference is small.

1. Truck sales and fleet sales were omitted {n computing this ratio.
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A more gizable differencg between improving and declining dealerships
emexges when we look at the percent;gé‘of used cars which are retaiie& rather
than wholesaled. (See Figure 105 Ié elé?en out of fifteen pairs, the declin-
ing dealership retails a higher proportion of used cars than does the improv-
ing dealership in his are;. The average differende in per cent of cars
retailed is 167 in favor of declining dealers. ,

One possible explanation of:these data is that'growth in new car sales
leads to more used car wqolesaliﬁg--i.e,, that improving dealerships whole-
gale more used cars because they have more trade-ins to sell. However, the

‘available evidence does not support this explgnafiou. It shows tﬁat {mprov-
ing and declining dealers sell about an equal‘number of used cars and, as
already notgd, a similar proportion of used to néw cars.

Another possible explanation of the data is that retailing more uaéd
cars has the effect of slowing &own new car éélee. |

In each déalérship, we aéﬁed'the best-informed supervigor this question:

Has it ever happened during the past year tﬁat you
were tougher than usual about making deals because of
a big backlog of cars on the used car lot?

In declining dealerships only thrée supervisors said ers, this has
h;ppened quite a few times in the past year,"-while.fqur new car supérviéotsz
of improving dealerships reported such an_effecf. F;ur declining dealership
supervigors said this happened "once or fwice" while fpuf imprqving éealer—
ship supervisors gave this answer, The new car-supérvisors of'nine declin-
ing dealers and seven improving dealeréhipslrngrteﬁ that such an effect of
used car .sales on new car sa;es had not éccurréd at all in ;he past year,

Information on this subject was also obtained from owners (or general
managers) who were éskéd: |

Have new car sales been affected at all this year by
how fast your used cars were being sold?

Top executives of four improving dealerships and seven declining deal-

erships said that there had been such an effect, while in eleven improving
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organizations and seven declindng ones, the top executive said this had not
happéned (one declining owner waé not interviewed). |
| These data‘from new cér sales Supefvisors and from owners give little
support to the idea that the differénces between the new car sales of improv-
ing and declining déalerships are due, in any great degree, to the effects of
wholegaling versus re£ailiﬂg of uséd cars. It may be,'however, that dealer-
ship managers are somewhat reluctant to concede that such an effect 15 impor-
tant. Also, it may be that these effects are sc subtle that even the dealer-
ship supervisors are‘sometimés mot aware of them. Thus, where new car sales
personnel know that moét used cars are retailéd, they may be somewhat more
choosy in the the trade-in deals they wiil readily accépt.l
Advertising ”
h The emphasis on advertising, bath the amount of money allocated and the
particular media employed, is an area of pogssible importance. This first link
with the buying public is an lmportant one, and gross neglect or improper
emphasis coﬁld conceivably account for large changes in sales volume,
However, advertising expendituré does not appear to account fér the dif-
ferences in sales success among dealerships in our sample. In terms of total
dollars spent on advertising, advertising dollars spent per car sold, and
advertising dollars per salesman, improving dealerships do not place more
emphasis on advertising tﬁan do declining dealerships, B
There is also the possibility that improving dealerships get more per
dollar of advertising by concentrating on media with higher payoff. .Again,
however, the available data do not support this possibility. The great major-
ity of ﬁoth lmproving and declining dealerships put mosé of their advértising

dollars into newspaper advertising. There are, also, few differences among

1. It is possible that there is no causal relationship between wholesaling of
ugsed cars and growth in new car sales. If this were so, the greater amount
of used car wholesaling among improving dealerships might be accounted
"for by their possibly having less room for used cars.
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improving and declining dealerships. in how often. they use television, direct
mail, handout literature, and public billboards for .advertising.purposes. .

Declining dealershipy do show a tendency to spend more than improving dealer-

» ®

“ahips on radio advertising (eight declining dealerships and three fmproving
dealerships use radio advertising), but this difference is not large and
céuld occur by chance,

It is probable, of course, that some dealerships place more effectively
worded adveztiaemengajhanido;d&he;a. We have no evidence on whether improving
dealerships differ systematically from déclining dealerships in this respect,
Other Means Of Attracting Customers

In additioh“to advertising, there are other ways of attracting customers
to a dealership. Supervisors were asked to rank the importance for their
dealership a number of customer sources, including passers-by, service cus--
tomers, previous new car customers, bird-dogging, and cold-spearing.

- The outstanding source of customers for both improving and declining
dealerships is repeat customers. (See Figure ll). Twelve out of fifteen deal- -
erships in each category rank this source among the top three. Bird-dogging
is .another source of customers which is degmed important by both improving
and déclining dealerships. Eight imporving and nine declining dealerships
chose bird-dogging as an important customer source,

There are, however, some differences between improving and declining
dealerships in the customer sources they: emphasize. Eight improving dealer-
ships chose "passers~by who walk iv" as one of their three most important
sources of customers while only one declining dealership chose this source
a8 important.

This difference does not appear to reflect merely a superior location <
for improving dealerships. We asked owners: . : -

ﬁow about your location~-doés it help or hinder?

There are no systematic differences in reported.favorability of
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location Between o&neég of improving dealerships and those of declining
dealerships, It may be thaé jmproving dealerships have a more agressive
sales force thai is willing éo spend more time with casual walk-ins,- and
thus rate this as an 1mp6ftant source of customers.

Declining dealerships are, on the other hand, more likely than the
iﬁproving dealershipa to rate service customers as an important source of
new car sales, Seven deélining dealership supervisors, as compared to only
one improving dealership supervisor; mention this source as important. This
difference may reflect, in part, the fact that the service operations of -
declining dealerships tend to be somewhat larger than those of declining
’ dealera_l'iips.2 It may also indicate a tendency to rely on "known' people
as Cuqfomers rather than aggressively trying to sell such "unknowns" as
caSuai walk-ins.3

Handling Of Customers

Hgving attracted the cstomer to the dealership by various weans, is
there any difference between declining and improving dealerships in their
way of gelling a pbtential customer? |

The best information about this subject woul&»probably come from the
customerg themselves. Such customer reports were not obtained, but there
is availgble some relevant information from the dealership persomnel. Sales
supervisﬁgs were asked to rank in order af importance factors that might
contributektp a sale in their dealerships. Thesé include good service;
'rgputation for fair dealing and reliability; big stock or quick delivery;

and better or easier financing.

B

2. Declining dealerships have a median of 19 employees im their service depart-
ment, compared to a median of 15 such employees in improving dealerships.

3. The overall differences between improving and declining dealefsﬁips in
ways of attracting customers could occur by chance less than 5 times im 100.

A
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There are no sizable differences between improving and declining .
dealerships in the importance attached by sales supervisors to each of
these items. Dealerships of both types assign greatest importance to artep-
utation of fairness and reliability, while smart selling techniques and
good service reputation -are also emphasized by both.

The top executive of each dealership (usually the owner) was asked to
express his preference on several questions which concern alternative ways
of handling custowers and sales.

These inciuded the following alternatives:

l. In the long run, the interest vs. As a practical matter, the interests

of a dealership is best served of a dealership are best served when

when the customer 1is given a the gsalegman obtains the highest pro-

good deal and the besat possible £it that competition allows and the

service, - . customer gets only that service to
which he is strictly entitled.

2. The salesman's only responsi- vs, The salesman has at least some re-
bility is to make a profitable sponsibility to the custcmer to en-
deal with minimum risk even courage him to buy the icme car
though the customer may be mak- . best suited to his needs and finan-
ing an unwise decision. -¢ial situation,

3. A dealership should make every wvs. 4 dealership should take a long view

transaction c¢ount 1in adding of costs and profit, aiming for an
to profit, and keep a close ultimate favorable result but taking
watch on day-to-day costs and occasional losses in order to main-
losses. tain growth and volume, '

On eaéh of these aiternatives, top execﬁtives of improving and decli-
ning dealerships showed little difference in ﬁheir'ééproach to éelling.

While there may be sfstematic differences in handling customers that
are not caught by our queétions, there {é no basis in the pfesenc data for
fhinkiﬂg that cust;mera get t?eated very differéntly in improving dealer-
ships than they do in declining dealershiﬁs.

Other Buginess Practices

A number of additional questions about specific practices were inclu-

ded throughout the questionnaires. The following statements summarize the

. findings.



1.

2.

3.

51.

Both improving and decliniag dealerships are equally likely

to use Acme's .- reconditioning program,

Setting 2 minimum margin on profit cn a deal is not a general
practice, and when empioyed is equally as likely in improving

gnd declining dealerships.

There are no large differences between improving and declining
organizations on "who has thé most say on trade-in allowance,"
€.g., between new and used car managers.

A large majority of both declining and improving dealerships book
trade-ins on new vehicles at the dealer’s estimate of wholesale
value, rather than either bbok wholesale value or estimated retail=-

resale value,
A considerable number of dealerships employ accounting records

in addition to those required by the Acme- Motor Company. There
are no appreciable differences between improving and declining

dealerships in this practice,
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Figure 11

Most Important Sources Of Customers i
(As Chosen By Improving And Declining Dealerships )

Improving
Dealerships

Declining
Dealerships

Previous New
Caxr Customers

Passers-By
Who: Walk! In

Service
Customers

Bird Dogging

Dealership's
Advertising

/icme Motor Co.
Advertising

Other

*Includes item mentioned as any one of three choices. Grand taétal
is less than 90 for 30 dealerships, since all dealerships made
three choices.
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“VITI. COMPENSATION PLANS

Main Point
Despite the prominence of money incentives in dealer-
ships, many aspects of compensation plans do mot distin-

guish the improving from the declining dealerships.

Money incentives ﬁlay a prominent role in every dealership. Moreower,
the specific compensation plans used vary considerably among dealerships.
How important are these differencesg_in diatinguishiné between improving and
declining dealerships? |

For Salesmen

We obtained information from each dealership on the following aspects
of the compensation system:
1. Whether any salesmen get a salary or a draw and how much.

2. Whether any bonmfises are paid on the basis of department or team

performance.
3. To what extent bonuses for individual performance are based on

how well a man does relative to other salesmen (most sales,

highest grosses, etc,) and to what extent they are based on how

well a man does regardless of whether others did better or worse,

{e.g., a bonus after x number of sales).
4, What proportion of bonus money was based on sales volume and what

proportion was based on the size of the margin of profit on deals.

5. Whether salesmen get something extra on each deal (e.g., higher
commissfons, bonuses) after having sold a certain number of cars
or whether they are paid on the same basis for all deals.

6. Whethér annual bonuses are'give;; in what amounts; and hﬁw they

are apportioned among salesmen.
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7. The basis on which the salesman's commission is figured (e.g., the
whole washout on a deal gross profit on vehicle sold minus over-
allowance on trade-in, etc.).

8. Income of salesmen (total for beat year; for best month of past

| year; and fbr ﬁorst ﬁonth of past year),

When fmproving and declining dealerships are compared on these fea-
tures of the compensation system, the most striking result is the general
lack of differences between the two groups of dealerships. The one aspect
which distinguishes the improving dealershipsnis, as we have seen.(page 21),
their greater likelihood of basing at least some of their bonuses on the
performance of a whole department or team. But oe other features of the
compensation system, the diffeteeces between improving and declinieg deal-
ers are slight and might'easily occur by chance;

The subjective reactions of saleemen to the compensation systems they
work under are also not very differeat in improving dealerships from what
they are in declining dealerships. Salesmen in declining and improving
dealerships are about equally likely to say that it is worthehile to try
hard for a bonus; that they have had a dispute with a supervisor concerning
compensation; that earnings depend on their own efforts; that managenment
makes an effort to help salesmen maintain a good income; that they feel
their job will provide them with adequate earnings even in low sales periods,
and that the compensation system provides them with as good an income as
they are entitled to.

These results do not mean that differences in cowpensation pléns are
of no importance. Experience with a variety cof inceuative plans in a num-

ber of other (non-dealership) work settings has led obgervers to conclude
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that some types of.plans have advantages over other types.lﬁ It seems likely
that some dealership compensation plans--perhaps some that we did not comsider
in this study--will provide more incentive for salesmen than will others.
Moreover, the nature of the compensation eystem and, especea;ly, the satis-~
faction ef salesmen with their earnings, have important effeets on turnover
among salesmen (see pages 70-72). |

| It remeins an arresting fact, however, that despite fairly wide ver;ations
in the compensation plans of dealershipe in our sample? this aspect of dealer-
ship operation does not claarly distinguish the better dealerships from the
poorer ones, The £act that all dealerships provide some form of money incens
tives may account for the leck of difference. 1f there were few financial
incentives in some dealerspips{:;t would probab}y hurt the performancelof
these organizations, But whe;e finencial incentives are everywhere present,
other factors appear to become of more critical importance. One of these
other factors, discussed in a previous section (pages20-28), is the involve-
ment of salesmen in group goels. Ioithe extent-that the compensation system
helps cxeste and maintain such goals--especially through paying some bonuses
for group performance--it may make an aeditional contribueion toward a more
effective dealership. - -

For Supervisors

In addition to the information obtained abu;‘ the compe,AJLion plans
for salesmen, we also recorded the basis om whicn bupervisors--both those
in the sales departzuncs and those in other deparfﬁents--are paid.

For each supervisors, we determined:

1. Whether or not he is paid a salary.

2, Whether or not he is paid anything based on the sales or profits

l. See for example, Marriott, R. Incentive Payment Systems--A Review of
Resgearch and Opinion, London: Staples Press, 1957, '
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of his own department.
3. Whether or not he ie paid an amount based on the sales or profits
"Bf“fhEﬂdealetship.ql

4, Whether or not he is paid an amount based on individual performance,

regardless -of overall department or dealership performance.

The data show that new car sales managers in improving dealerships are
paid in much the same way as are their opposite numbers in declining dealer-
ships. Almost all the new car managers in either type of dealership are
paid a salary, most are paid an amount based on the profits of the entire
dealership, and some in aééﬁ type of dealership are paid an amount based on
the performance of their own<deparmment.

There are likewise, few differences in the compensation plans for used
car managers; the majority in both improving and ‘declining dealerships are
pald a salary, about a third in both types of dealership. are paid an amount
based on the profits of the entire dealership; and about a third are paid an
amount based on the sales or profits of their own departmenf.“

By considering the compensation plans for other supervisory positions
in the dealership (service manager, parts manager, etc.) along with those
for sales department positions it 1s possible to determine the '"typical"
methods of compensation which each dealership uses., For example, we can -
figure the proportion oca all dealership jobs which pget paid a salary; the
proportion of all jobs which are paid a proportion of the entire dealership

profits; etc.? The results show almost no differences between improving and

declining dealerships in the compensation plans which are most typically used.

For supervisors as well as for salesmen, therefore, we may conclude that the

2, The jobs considered were all sales positions, both supervisory and non-
supervisory, and the manager of every department.
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that the differences between improving and decfining dealerships can not

be accounted for on the basis of their compénsatibn'plans.
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IX. AUTHORITY AND INFLUENCE

Main Points

1, Owners of declining dealerships are as active in their
business as are owners of improving dealerships.

2, Sales managers in both improving and declining dealer-
ships report considerable autonomy in running their

departments.

Do the ouners of declining dealerships take a legs direct hand in rumn-
ning the dealerships than do the owners of lmproving organizations? Do sales
managers in {improving dealerships have more autonomy in rumning their own
departments than do thelr peers in declining dealefships?

To shed some light on these and related questions, we asked sales man-
agers and salesmen about the amount of influence which wvarilous persons--
the owner, the general manager, the sales manager, the assistant sales man-
ager, and the salesmen as a group--have over '"what goes on in youf depart-
ment," Each sales supervi sor was asked to rate "how much say or influence"
he has "in running your own department." Salesmen were aakéd how much influ-
ence they have concerning a number of'things that directly affect their
work--e.g., whether to accept a'duestiSnable deal, the bonus plans they work
under, and their schedule for being on the floor. Finally, owners were

questioned about their role in the dealership.

The role of the owner. Ouwners of declining dealerships do. not appear less
active in the affairs of the dealership--and specificali& the.new car depart-
ment--~than are the owners of improving dealerships. In only one declining
.dealership is there an absgntee owner--a man who 3pen§s almost no time

around the dealership; there is alsoc an absentee owner in one of'.the improv-

ing  dealerships. Also, improving and declining dealerships are about
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equally likely to have a:general manager to do some of the coordinating work.
Ten improving and eighg_decl;ping dealerships have a gene;af‘manager.

- The owneré thems;iveé Teport apen&ing ABSQE as much Fime;iﬁ déélining
dealershipsf—§p average of SQ-Qpprs per week--aq'do-owners,of 1ﬁproving

dealerships.1 . ‘ -

Sales managers. The great majority of sales managers in both improving :and
declining dealerships claim considerable -autonomy in running their own depart-
ments, with the typical statement: being "1 generally &ecide things myself ‘and
get my supervisor's approval." This lack of difference between improving
énd declining organizations is suﬁported when we examine differences between
the influence of the new car ;Aié;-supe£visor and his immediate suﬁervisor
(owner or general mﬁnager). in both imprdving and- declining dedlerships,
a majority of sales managers saﬁ:they usually have equal or greater influ-
eﬁce than their supervisof in éuch matters as setting sales objectives, ..
accepting questionable ﬂéals, setting up bonus plans and setting sélesmen's
schedules.. Head s;les suéerviaors in both types of déalershipsvgenérally
say they afé “yery satisfied" with the amount of say they have in the

_ dealership, '
Salesmen.- Salesmen typically see themselves (and’ dre seen by sales managers)
as having "gome" but not great influence in botﬁ‘improving and declining
dealexships. ’They are likely in both types of dealership to want more influ-
ence than they éctually have, but to say, nevertheless, that they are:
fairly satisfied with the influence they have,

P;evious regearch has shoﬁn that.gféhter opportunity for ﬁon-..

supervisory employees to influence the affairs of their units 1s'usually .

1. Owners of improving and declining oxganizations do not.differ system- ...
‘atically in thé number of "outside". activitiea--clubs; civiccorganizations,
church-groupe, etcv-~to -which they belong,
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associated with high productivity.2 In auto dealerships, however, a low
level of influence for salesmen in such matters as setting department goals
and devising bonus systems appears fairly uniform. This uniformity may
account for the lack of relationship between influence of salesmen and sales
success, It may be that trial attempts to give salesmen greater influence

would, under appropriate conditions, produce increases in performance.

2. Georgopoulous, B.S, and Tannenbaum, A,S, "A Study of Organizational
Effectiveness," American Sociological Review, Vol. 22, 1957 pp. 534-
540; Coch, L. and French, J.R.P., Jr, op. cit.; and Freach, J.R.P., Jr.,
Israel, J., and Aas, D, '"Experiment on Participation in a Norwegian
Factory: Interpersonal Dimensions of Decision Making," Human Relations,
VO].. 13, 1960' PP. 3'19.
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X. COMMUNICATION UP AND DOWN

Main Points

1. Improving and declining dealerships do not differ appre-~
ciably in the amount of information which salesmen and
supervisors receive nor in the satisfaction of personnel
with the amount of information received.

2. In dealerships where salesmen get a lot of general infor-
mation about their dealership, they are likely to be aware

of department sales goals, Such awareness has been ighown -

to be asgsociated with dealership success.

Salesmen, Some dealerships give a lot of information to their personnel
about things that are going on in their depértment and in other departments,
Other dealerships keep such information within the circle of top managers.

We asked salesmen how much information they get concerning a number
of subjects--including how the dealership is doing financially, how their
own department is doing financially, what things are happening in other
departments, and what the owner or general manager is planning for the
dealership in the future.

Improving and decliring dealerships do not differ consistently in the
amount of information which salesmen receive nor in thelr expressed satis-
faction with the information they get. Also, the frequency of sales meet-
ings is about the same in improvimg and declining dealerships. Variations
in communication to salesmen seem, therefore, to have little direct impor-
tance in accounting for sales success.

However, in dealerships where salesmen are given considerable infor-

wmation about things happening in the dealership. they are more likelv to he
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aware of department sales goals.l And as noted in a previous sectlon
(page 1ll), an awareness by salesmen of department goals is associated with
dealership success. Thus, adequate communication to salesmen does appear
to contribute to good sales performance when it leads salesmen to become
involved in group goals.

It should be noted that salesmen who are aware of department goals are
not merely given more information atout this phase of the business. They
also report being told more about the financial situation of the entire
dealership,2 as well as about things happening in other departments.

Communication is of course, a two-way process., Important information
which the salesman has can fail to reach his superiors. There is some evi-
dence, as noted previously (page 1l4), that salesmen in decl ining dealerships
are more hesitant to diacuss problems with the owner or with his immediate
supervisor than are salesmen in improving dealeréhips.‘ However, questions
asked af salesmen about theif'communiéation of opinion and information in

sales meetings did not show marked differences between improving and decli-

ning dealerships. It may be that expression by salesmen 18 easier in a
group situation. | |

Supervisors. There is little difference betwéen the amount of information
which supervisors report they receive in improving and declining dealerships,
This is true whether we consider Supervisors-ef all departments as a group

ot only the new car managers.

1. The size of this association is indicated by the correlation coefficient,
r = +.37, An association of this magnitude could occur by chance 2 times
out of 100,

2. Correlation coefficient, r = +.29. An association of this size could
occur by chance 5 times out of 100.
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XI. COOPERATION AMONG DEPARTMENTS

Main Point .
While there is some variation among ‘dealerships in-the
degree of cooperation among departments--especiaslly be--
tween the new and used. car departments--improving and
declining dealerships do.not differ systematically in

inter-department cooperation.

The dealerships in our sample have been clagsified as improving or
declining primarily on the basis of new car sales performance (although
return on investment was considered too) It 18 clear, however, that a
new car sales department must coordinate its activities with the operations of
other departdents--especially with the used car and service businesses,

One way to coordinate new car and used car operations is to amelga-

" mate them, But having separate dr combination sales departments has no
clear relation tp sales perfdrmance, sinee improving apd dehiining deeler-
'shipa are about equally likely (aeven ieproving and seven decliningj to
have combined new and uged car departments. - :

Where there are eeparate new and used car departments, a possible
Bpurce of friction coneerns the value to be place on trade-ins. We asked
new cer supervisors how often there are diaagreements.about this matter.
Dealerchipe vary a great deal in the amount of frictidn reporred--from dis-
agreement "almost every day" to "about once a month or less''--but there is
no consistent difference between improving and declining dealerships.

Friction between the new c¢ar department and the service operation

" also does not appear more frequept in declining as compared to improving

dealerships. New car supervisors in both types of dealerghip generally

o
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report only é.few décasions ﬁhé; service does not have a new car ready on
time -or when service -and -the new car department disagree about whether a
repair job should be covered under a warranty. Moreover, improving dealer-
ships do not appear to ‘he bQUEfiting more from a large service operation,
since relative size of service department;-as indicated by per cent of over-
head absorption--does wot differ much in improving as compared to declining
dealers. .(See pages 44-45)

To ggt further information about the general level of cooperation among
departments, we asked the manager of every department how much cooperation |
his department gets from each of the other parts of the business.  Again,
no appreciable differences between improving and declining dealerships
appears; supervisors in most dealerships~--with the notable exception of
one declining dealership--generally claim good cooperation. Also the
frequency of meetings for department heads does not differ much between
improving and declining dealerships.

All of this information indicates that good cooperation among depart-
ments, while undoubtedly beneficial, does not distinguish the improving
from the declining dealerships. It may be, however, that even where there
is good personal cooperation among department. pergonnel, the policies of
the one department adversely affect the success of another, Thus, it is
possible that when the used car department retails a high percentage of
cars, the sales success of the new car department is hurt. The reader should
refer to the gsection on business practices, especially pages 45-47 for

a discussion of these possible effects.
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X1, PERSONAL CHARACTERISTICS OF EMPLOYEES

Main Paint
New car salesmen and supervisors in improving dealer-

- ships do not differ greatly from declining dealership

personnel in age, education, or number of dependents,

Are the men who sell new cars in improving dealerships different kinds
of people than those in declining dealerships? While data on this question
are 11mited;1 there are available data on the age, education, and family
gtatus of personnel,

. age _
NT._ ‘Neither salesmen nor supervisors of improving dealerships:- differ much
in aée from those in declining organizations. ~The average age of salesmen
in improving dealerships 1s 36 years, while the average age of salesmen in
&éclining dealerships is 38 years, The average age of principal sales super-
"visors in improving dealerships is 38 years, as compared to an average age
of 41 years for principal sales supervisors in declining dealerships.
Education -

There is, also, little difference in the educational level of sales
personnel in improving and declining dealerships. About 40% of new car sales-
men in both types of dealerships have completed high school while an approx-
imatei& equal percentage in both types of dealerships have at least some

college training.2

1. It 18, of course, possible that there are systewatic differences im char-
acteristics which we have not measured--such as perconality traits and
intelligence,

INY
"

The nercentags of galeamen in each

aales uggginn category was computed ggp

=SB gY s waR C

ed
arately for each dealership and thege percentages were than averaged f
improving dealerships and for declini dealerships.
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The educational level of principal supervisors for .new car sales is
also similar -in improving and declining dealerships. In both typéa of deal-
erships, a majority of mew car managers have had at least some coilege
training.

Dependents

Questions on the number of dependents each respondent has were asked
only of salesmen, These in improving dealerships tend to have more depen-
dents than salesmen in declining dealerships, but the difference is not large.
In nine out of fifteen dealerships, salesmen in the improving erganization
have a higher average number of dependents than do those in the neighboxring
declining dealership. The average number of dependents for salesmen in im-
proving dealerships is 2.6 as compared to an average of 2.2 for thosge in
declining organizations.3

The slight tendency of improving dealership salesmen to have more
dependents 1is probably related to the fact that they are somevhat more likely
to be married. Almost 17% of those in declining dealerships are single as

4 In nine dealership pairs,

compared to about 77 in improving dealerships.
there is a greater proportion of single men in the declining organization;
in three dealership pairs, the improving dealership has a higher proportion
of single men; and three pairs are eqhal in this respect. However, in both
improving and declining dealerships, the great majority of salesmen are

married,

In general, differences in the personal characteristics of salesmen

3. Thege figures were computed by getting the average number of dependents
separately for each dealership and then averaging the numbers for all
declining dealerships and all improving dealerships.

4. The probability of this percentage difference occurring by chance,
taking into account the percentage in each dealership separately,
is 5 in 100.
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in improving dealerships, as.opposed to those in declining dealerships,

are not large enough to suggest that these factors are important in

explaining the differences.in dealership success.s

5. For data on
section. .

how long salesmen worked in the dealerships, see

the .turnover
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R +XII1.  TURNOVER OF SALESMEN

Main Paints

1. Improving:and declining dealerships do not differ greatly
in the turnover among their salesmen.

2. Turnover among new car galesmen decreases as satisfac-
tion with income increases. However, regardless of sat-
isfaction with income, turnover tends to be higher when

. bonuges are based on the relative performance of sales-
men, rather than on their absolute performance.

3. ' A reduction in turnover is also associated with super-
visors at all levels playing an active personal role in

the operation of the sales department,

To study turnover in dealerships, we computed for each dealership in
our sample, the following ratio:

Total number of new car salesmen who left during 1960
Number of new car salesmen employed at one gtven timel

The range of these proportions is great. It varies from zero for two
dealerships which lost mo salésmen during the year. to two dealerships which
lost a number of salesmen equal to almost three ‘times their normal sales
force. For the entire sample, the median ratio of salesmen leaviag to size
of sales force is .88.

Improving dealerships tended to have less turnover among new car sales-
men -during 1960 than did declining dealérships, but the difference 13 not

large. In nine out of fifteen pairs, the improving organization had a'smaller

1. Number of salesmen: employed .when the data were collected was used as the
base figure. )
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proportion of its salesmen leaving than did the declining dealership in the -
same area,

Improving and declining dealerships also differ little in the turpover
among new car managers. The median for each group is two managers serving
during the period from 1957 through 1960.

Considering the job tenure of salesmen presently employed, salesmen
in declining dealerships show a longer average tenure, due to the presence
of a few long-service salesmen In the declining dealerships (which are gen-~
erally older organizatiomns)., But when & measure of the more typical job
tepure of salesmen~-the median--is used, salesmen in improving and declining
dealerships have about the same "typical" tepure--about sixteen months.

Importance Of Turnaver

These data indicate generally that turnover of salesmen, in itself,

‘does not account for mach of the variation in sales performance.

S e
R

It is plaiﬁy*neyerthgleFs,~ghat it is good for dealerships to reduce
turnover. Replacing salesmen takes time and money; so does training new sales-
men, Moreover, it should be expected that new salesmen will usually need

more assistance than do salesmen who have been with the dealership longer.

'This expectation is borme out by the fact that increasing turnover am sales~

men 1s. associated with a greater desire for help among salesmen.2 For these
reasons, it is of interest to see what characteristics of dealerships are
associated with greater or lesser turnover,

Satisfaction With Income

The factor which shows the strongest association with turnover among

salésmen is their satisfaction with income.

2. The extent of association is indicated by the correlation coefficient,
r = +.33; an assoclation of this size could occur by chance less than
5 times out of 100.

"
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Salesmen were asked:

How do you feel about the following aspects of
your job:

a. the kind of work
b. the money
¢. the hours
" d. the amonnt of prestige in the community
e, job security
f. your immediate supervisors
g. your co-workers
For each of these items, salesmen could answer "very dtissatisfied,"
“a little dissatisfied,”" "fairly satisfied," or 'very satisfied."
Of these items, satisfaction with "the money"” is most strongly associ-
ated with turnover$3 Holding constant (statistically) satisfaction with other
aspects of the job, as well as other factots,4 the higher the average dis-

satisfaction of salesmen with "the money,” the higher the turnover.

Competitive Versus Absolute Bonuses

While general satisfaction with income has a marked effect on turn-
over, the way {n which income is distributed among salesmen is also impor-
tant. We asked sales supervisors:

Thinking.,..ocf the total amount of bonus money given
to salesmen during the past year, about what proportion
of such bonuses were based on how a man did relative to
other salesmen and what proportion was baged on how well
a man did regardless of how other men did? )

Responses were distributed in five categories ranging from "almest
all based on how a man did relative to other salesmen," at one extreme, to
"almost all based on how well a man did regardless of how others did," at

the other extreme,

3. The correlation between these factors is +.30.

4. The following factors were among those held constant: whether bonuses are
paid on a relative or absolute basis; satisfaction with hours; an index of
direct job satisfaction based on satisfaction with co-workers, immediate
supervisors, and the kind of work; satisfaction with the prestige of the job;
and income during the worst month of the year.
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The more bonuses are paid on a relative baéis, the higher the turnover,
The more dealerships reward a man's own performance, regardless of how others
did, the lower the turnover, This relationship tends to-hold true even when
general satisfaction with income, as well as a number of other factors are
held constant. It is not difficult to think of reasons why a strongly com-
petitive bonus system should be associated with high turnover, A bonus
system which rewards only the "winner" may lead to considerasble hostility
among salesmen and thus make the work situation less acceptable, Also, where '
hard work and "success" can remain unrewarded because another man does even
better, frustation and disillusion are likely to be frequently produced.
Such feelings may lead a man to quit or to so slacken his efforts that he
is fired. |

It hay.be noted that these results are consistent with previous re-
search which found absences to increase when employees‘felt that their com-
pensation was anair--regardless of théir actuél rate of pay.6

Relation To Supervisors

There is evidence that salesmen's relations to their superiors also
affects turnover. The data here gre rather indirect. We asked salesmen
this question:

In general, how much say or influence do you think
-each of the following groups or persons.actually have on,
what goes on in your department?

a. Owner

b. General manager

¢. Assistant sales manager or team captains
d. The salesmen as a group

Each position was rated as having one of five degrees of influence,

5. The correlation between these factors is +.26.

6. Patchen, M. '"Absence and Employee Feelings about Fair'Tréatment,"
Personnel Psychology, Vol. 13, No. 3, Autumm 1960, pp. 349~-360.
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rangiﬁérfroﬁ'hlittié‘égnﬁo iﬁflueﬁcéﬁ to *'very great iﬁfluence.”' For each
deaiérship, thé;téfai aﬁgunf'df infidence thch saléémen atfribute to all
positionéi;bove them was coﬁﬁuteé; This measure may be thought of as en in-
dication of the extent to which maﬁagets at all levels play an active personal
role in the operation of the new car department.

The greater the role which all managers play in the sales department,
the less the turnover.7 This relation holds up even when we control for the
effect on turnover of many other factors.

This result is in accord with findings in two other organizational

settings.8 In these other organizations, a high level of personal control

by supervisors was associated with low absence rates, while control from -~

above through impersopal rules was associated with increased absence rates.

These results suggest that personal rather than impersonal control by higher
level officials (such as the owner and general manager in dealerships) is
more satisfying to employees--perhaps by making them feel a more important
part of the organization?

While some of the results concerning turnover in dealerships are con-
sistent with previous research, there is less association between turnover

and feelings toward co-workers than might be expected from previous studies.lo

7. The correlation between these factors is -.31.

8. Indik, B. '"Organization Size and Member Participation," Unpublished
doctoral thesus, University of Michigan, 1961.

9. It should be noted that a high ratio of supervisors within the sales
department to salesmen tends to be associated with increased turnover
in this sample of dealerships--although this relationship is sufficiently
weak so that it may be due to chance.

10. Mayo, E. and Lombard, G. '"Teamwork and Labor Turnover in the Aircraft
Industry of Southern California," Boston: Harvard University, Business
Regearch Studies, No., 32, 1944,
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The relative unimportance of group cohesiveness in this respect is consistent
with its low relationship to sales performance, These facts suggest again
that bonds of personal friendship. among co-workers are less important in

dealerships than in some other organizations.
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XIV. RELATIVE IMPORTANCE OF FACTORS ASSOCIATED WITH DEALERSHIP SUCCESS

Main Point
Dealership characteristics most strongly related to sales growth
.are, In order of the strength of association:
(a) per cent of used cars wholeqaled
(p) proportion qf salesmen aware of group goals
ﬁc) felt need by salesmen for more help from superiors

(d) number of salesmen

(e) per cent of deals turned due to financing problems.

In pregeding sectiobs, a number of characteristics of dealership'
organization and opération have been shown to be associated_with variation
in sales success. These include felt need for help by éaiesﬁen, awareness
of department goals by salesmen, ber cent of used cara retailed, per ceat
of potential deals turned down because of financing proBlems, and a number
of other faﬁtoré;

But what is the relative importance of each of these factors? To
answer this question, we performed a cbmplex statistical anal&sfs which re-

"lates each of ten important characteristics of dealership operation to per
cent change in new car sales volume from 1957 to 1960--our principal cri-
terion of success, Thereiis of course, considerable variatioﬁ'within our
sample in this per cent change figufe. The atatistical analysis permits us
to'assgas the approximate amount of variation among deaierships (iﬁ per cent
change) which can be accounted for or explained by each of the dealership
characteristics=--independent of the effect of other characteristics considered.

Table 1 pregents the main results of this analysis.1

1. See Appendix C for technical data from this analgsis.



76.

These data indicate that the per cent of used cars retailed has the
strongest relationship to growth in new car salea. Two important aspects 6f
the developing of salesmen--salesmen's awareness of department goals and
their felt need for wmore help from superiors--rank second and third in impor-
tance. The extent of succéss in financing deals ranmks fifth. It is inter-
esting to note that the two most important factors of business policy and
skill (used car retailing and financing deals) are together of about equal
importance to the two outstanding factors on interpersonal relations within
the dealership (awareness of goals and.need for help by salesmen).

Table 1 shows also that the amount of sales growth is less when the
new carldepartment ie larger--i.e., when there are more salesmen., Some
of this effect may be due to the fact ﬁha: a relatively small org;nization

may have more "roow" for growth--in terms of market potential and facilitiée.

LT

However, there is ewvidence from the study of other organizations that smaller
units are often more effective than larger units. In many situations, small «
organizations have advantages of greater internal coordination-and flexi-.‘
bility as well as greater cohesiveness among members.z There is soﬁe évidence
that similar advantages are énjoyeh by smaller si:me: dealerships. In smaller
dealerships (defined in terms of number of new and used car employees), there
tends to be better cooperation ambng deparéments;3 salesmen are more likely

to think that their gupervisors are good at improving the selling and busi-
ness practices of the agency;4 dec}sions are somewhat less likely to be made

5

by rules--an indication of greater flexibility;” and salesmen are more likely

2. Indik, op, cit. .

3. The size of this association is indicated by the corelation coefficilent,
r = +010. *

4, Correlation coefficient is r = +,30.

S. Correlation coefficient i8 r = +,.15.
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to get information about the events in the dealership.ﬁ-

A number of other dealership characteristics were also considered
in this analysis. These are:

Whether any bonuses to salesmen were based on performance of department:

OF group, Our analysis shows that the presence of group bonuses has, in
itself, little importance for sales growth., Its association with good -sales
performance gppeamss to arise primarily from the fact that it is often asso-
clated with other desirable dealership characteristics--such as an awsareness
by salesmen of department goals.

Division of sales work. The more the job of selling.a customer (including
closing deals, making financing arrangements, etc.) is handled by several
persons rather than one salesman working éloné, the better the dealership's
sales growth. This is true when the effect of division of sales work is
considered in isolation-?holding other things constant. Howevér, in reality,
increased division of tﬁe saleé job is.$sébciated with larger dealership
size, which as we have seen (page 35), is itself associated with poor gales
growth, Also, division of sales work is strongl} associated-;at least ia
this sample--with a high percentage of deals turned down due to financing
problems. For these reasons, the extent thatxthe sales job is divided does
not distinguish the improving from the declining dealerships.

Communication of saleamen to superiors. While a readiness by salesmen to

communicate freely to superiors is éasociated with improved sales performance,
our analysis shows that free communication is beneficial primarily because
of its association with other desirable dealership characteristics--such as

salesmen receiving needed help ffom superiors.

6. Correlation coefficient-is r = 4,15,
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Ratio of supervisors to salesmen.: For.technical statistical reagons, it

was not possible in the pregent statistical-analysis to assess the relative
lwportance of supervisor-to-salesman ratio?‘ao a predictor of sales success.
See page 32 for a discussion .of this factor and its relation to dealership
success,

Assigned Market Percentage.

- In another statistical analysis;B the various dealership characteris-
tice discussed ahbove were related to.the .success .of the dealership in meet~-
ing its assigned market percentage, The measure of success used in this
instance 1is:

Actual per cent of market for first six months of 1960,
Aasigned per cent of market

The extent tn which salesmen desire more help hae by far the strongest
reiationship to meeting essigned netcentage. The less salesmen feel the
neeé for additional help, the netter the sales performance--independent of
other factors.
| Per cent of nsed cars retailed ranks second in atrength of association
with meeting asaigned percentage. Again;;the higher the percentage retailed,
the poorer the sales performance. |

Other factors which show a substantial relation to success .in reaching
assigned percentage are the ratio of salea department snpervisors-to-saleamen

and freedom of communication from salesmen to supervieors. As the ratio of

snperviaore increases, sales performance 1mpnoves.9 And as salesmen feel

7. The multiple cofrelation assumes linear relationships between each of
the predictors and the dependent variable; a condition not met by the
relation between supervisor-to-salesmen ratio and change in sales volume,

8. A multiple correlation analysis was used for this purpose,
9. This measure of association is only a very rough approximation since the

relationship between supervigor ratio and performance does not appear
linear. (See Section ¥)
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more free to discuss problems with superiors, performance improves,

Two factors which show a strong association with change in sales
volume show little association with present position relative to assigned
market percentage, These factors which drop in importance are propoertion
of salesmen aﬁére of group goals and proportion of deals turned due to fi-
nance problems, These data cautioﬁvua that the ﬁeaaure of success used may

affect the relative importance of various dealership characteristics.
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Relationship Of Characteristic

Characteristic Of

Dealership Operation

1.

2,

3.

3.

Per cent of uged
" cars- wholesaled

Proportion of sales-
men aware of group
goals

Felt need by sales-
men for more help
from superiors

Number of new car
salesmen

Per cent of deals .
turned dovm due to
financing problems

To Change In New Car Sales

Volume From 1957 To 1960%-

The more used cars whole-
saled, the greater the
new car sales growth

The more salesmen are
aware of group goals,the
greater the sales growth

The greater the need for
more help, the less the
sales growth

The smaller the number
of salesmen, the more
the sales growth

The more deals turned .. -

down, the less the
sales growth

Approximate Percentage

" 0f Growth Variation Among

Dealerships Accounted

Fo Characteristi

15

10

‘,*Dﬁta on gales for the entire year of 1957 and the entire year of 1960 were

used for this analysis.

r
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POSITION OF SAMPLE DEALERSHIPS™ 6N THREE CRITERIA OF SUCCESS

Dealerghip
Number

Improving
Dealerships

O o~ W

Declining
Dealerships

Per Cent Change
In Volume™

146
117
135
156
116
132
119
164
116
121
121
113
203
140
176

77
82
62
78
83
67
81
66
85
73
57
47
51
76
62

Return On Actual 7 Of Market
Investment Assigned % Of Market
204 2.13

22 1.36
30 1.67
14 1.06
16 .97
27 .88
.. 38 2.26
122 2.42
8 .86
63 1,23
97 1.23
31 1.06
34 1.36
86 Fekk
8 - L.00
6 1.28
44 1.19
18 .38
48 +80
1 A7
10 1.16
8’ .80
17 .91
22 .89
3 .80
34 .70
-32 .86
-38 1.16
21 *hk
-66 .75

*All dealerships in the smmple have a new car sales volume of over 450 cars

per year.

“**par cent of cars sold in the first six months of 1960 in relation to those

sold in the first six months of 1957.

***This 18 a pair of single point dealerships in comparable market areas.
These dealerships were compared on their performance relative to Campetitor

dealers in the area.

relative toCompefitor than did the declining dealer,

Note €n Pairing:

The improving dealer in this case performed better

Improving dealerships and declining dealerships with the
game number constitute a pair.
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Othér Criteria Used

ment or decline could be attributed to conditions beycnd the control of man-
agement were eliminated from théf;%ﬁple. Inféfmation about these matters
was obtained from ,igte Motor Company district managers familiar with speci-
fic dealerﬁhips under consideration for study. 1In addition the final sample
was evaluated by the sales division of Acme Motor Company.

Comments On Specific Dealership Pairs

zgig_ﬁz In this pair the declining dealershié surpassed the improving
dealership with respect to return on thelr investment. However, the decli-
ning dealership dropped from 1127 profit in £957 to 43%, while the improving
dealership went froﬁ 5% to 247 profit. 1In addition, the improving organima-
tion was above assigned market percentage while the declining one. was con-
siderably below quota.

Pair 9: Members of this pair were approximately equal in meeting
assigned market percentage and the declining dealership had a higher return
on investment. The decision to include them in the sample was based primarily
on their change in volume figures and on the evaluation of the.Acmé Motor
Company district manager and sales division. .

Pair 6: 1In this pair, the declining dealership surpassed the impro-
ving dealership in meeting assigned market percentage. However the super-
iority of the improving dealefship with respect to return on.their invest-
ment and in sales volume growth aeemed sﬁbstantial enéugh to warrant igclu-

ding these dealerships.
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Appendix B

STATISTICAL METHCDS

Comparison of dealership pairs. Where each improving dealership is com-
pared with the declining dealership with which it is paired, the sign test
was the primary statistical measure used., For example, if we find that

in eleven out of fifteen dealership pairs the improving dealership scores
higher on characteristic X, the sign test tells us the probability that
such a result would occur by chance alone.l

Comparigon of the average of all improving dealers with the average of all

declining dealers. Where such averages were compared, the t test was

uged. For example if the average for improving dealership on characteris-
tic X is 2.1 and the average for declining dealerships on characteristic X
is 3.5, the t test will tell us the probability that a difference of this
qize would occur by chance alone. Since each improving dealeréhip is
paired with a declining dealership (and may be similar to the paireﬁ
dealexship in certain respects) a formula which takes account of thig;

2

pairing was used where appropriate.’

Distribution of dealerships in certain categories. Where improving or

declining dealerships were categorized as falling into one of two distinc-

tive classes, the Fisher Exact Test was used. For example, dealerships

were classified as either giving some group bomnuses or not giving any
group bonuses. The number of improving dealerships which fall into each
of these categories was then compared to the number of declining dealer-

ships in each of the two categories. The Fisher Exact Test gives the

1. See Siegel, S. Non-Parametric Statistics, New York: McGraw-Hill,
1956, pp. 68-75. : :

2, See Guilford, J.P. Fundamental Statistics in Psychology and Education,
New York: McGraw-Hill, 1956, p. 220, . ,
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probability that the difference between improving and decliming dealer-

ships in this regpect would occur by chance alone,?

Where there are more than two categbfies into which each dealership

may fall, the chi-gquare test was uped, For example, the number of im-
proving dealerships which mentioned each of several ways of attracting

customers was compared to the number of declining dealerships which men-

tioned each of these ways. The chi-square test giveg the probability that

) ;‘,.'.1

LN
oy

the observed differences in how often improving and declining dealerships
fell into the various categories would,pccgr by. chance alone,4

Both the F;sher Exact ‘Test and the chi-sguare tegt are intended for
conparigon of independent samples. While dealerships were paired in this
study, it was judged that this pairing would not affect the independence

of responses to many questions. In such instances, the Fisher Exact or

- chi-square test was used. Any error deriving. from non-independence of

D.

samples shéuld raise the computed probability that the obgerved differences
are due to 'chance; - This: means that the: results-obtained through use of
the Fisher and chi-square tests are conservative estimates of probability;
i.e., that the actual probability of getting the observed results by
chance may be somewhat swaller thgn reported, o . -

Measures Of -Assaciation. To measure the association between two character-

iastics in dealerships, the product moment correlation coefficient (r) was

used.5 The square of the correlation coefficient (rz) indicates the pro-

portion of variation in one characteristic which can be accounted for by

-varlation in. a second characteristic. For example, if we correlate

3. See Slegel, op. cit. pp. 96~104,
4, See Siegel, op. cit. pp. 104-111.

5. See Guilford, op. cit. pp. 138-143,

e
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turnover and salesmen's satisfaction with wagés and obtain an rd of ,13,
this means that thirteen per cent of the variation in turnover can be
accounted for by variation in salesmen's satisfaction with wages.

In some instances a multiple correlation analysis was used. This pro-

cedure enables us to judge the total variation in one dealership charac-
teristic X which is "explained" by a number of other dealership character-
istics. This type of analysis also permits a ranking of "explanatory"

variables in their order of importance.
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Appendix C

RELATIVE IMPORTANCE OF FACTOéS ASSOCIATED

WITH CHANGE IN NEW CAR SALES VOLUME

FROM 1957 TO 1960™

(RESULTS OF MULTIPLE CORRELATION ANALYSIS)

r With Per Cent

Beta Value**  Change In Sales Beta X T

1. Per cent of used cars -.3912 -,3915 +.153

- retailed

2. Proportion of all sales- +.2831 +.3669 +.104
men aware of department
sales goals

3. Felt need by salesmen for -.2479 -.3180 +.079
help from superiors (Index)

4, Number of salesmen in new -.4128 -.1753 +.072
car (or combination) sales
department

5. Per cent of deals turned ~.2540 -.2103 +.053
down due to financing
problems

6. Communication blockage -.1148 -.2091 +.024
between salesmen and
superiors (Index)

7. Ratio of all sales -.2140 -.0461 +.010
connected supervisors to
salesmen

8. Presence of bonuses based -,2810 -.0315 +.,009
on performance of group

9. Division of sales job. among +.4535 +.0146 +.007
more than ‘one person (Index)

10. Ratio of sales department +.0757 +.0610 +.005

supervisors to salesmen

* Sales volume figures used here are for the entire year of 1960, in relation
to the entire year af 1957,

** Beta values represent b values which have been adjusted to take account
of difference in standard deviations of each independent variable and
the dependent variable,
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Appendix D

ASPECTS OF SUPERVISOR-SALESMAN RELATIONS

A, Extent to which salesmen are involved in group goals. The extent to which

each dealership involves salesmen in group goals was assessed on the basis

of two factors:

(1) The extent to which salesmen are aware of department sales goals.
This data is bsed on salesmen's answers to the following questions:

(a) Has your department had an annual sales goal or any
monthly sales goals during 19607

Yes
No
Not sure

(Per cent of salesmen who said "yes"; i.e., were aware of
goals, was computed.)

(b) How often during 1960 have you heard one of your
superiors mention specific department sales goals
to one or more salegmen?

Once a week or more often
Several times a month

About once a month

Several times during the year
Very rarely or never

1]

Dealerships were classified, for each of these questions, as having
salesmen who indicated high, medium or low awareness of sales goals.
Each dealership was then assigned an overall score (high, medium, or low)
of awarenessa among salesmen.
(2) Rewards to salesmen for good group performance.
This data was derived from answers by best informed sales super-
visors to the following question:
Thinking now of the total amount of bonus money given
to salesmen in your department during the past year,
about what proportion was based on the performance of

a department or team rather than on the performance
of an individual? (If not suyre, estimate,)
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None; all bonuses based on individual
performance
Up to 10% based on the performance
of a group or team
Between 10% and 207% based on the per-'
formance of a group or team’. g
Between 20% and 307 based on the per-
formance of a gpboup or team
Over 307 based on the performance
of a group or team.
No bonuses of any kind given

Dealerships were categorized into thosge which'gave some rewards for
good group pérformance and thoée which did not give #uy on this basis,

A dealership's overall rating on "involvément of salesmen in group
goals' was based on the combination of ratings for factors (1) and (2)
above, weighting each equally. .

B. Extent to which salesmen receive enough help and support from superioxs.

Dealership scores: on this variable were based on the fo11owing two

factors:

(1) An index of the extent to which salesmen said they would like
more help from superiors than they now receive. (See page 11
for the queastious on which this index was based.)

(2) The extent of communication block between salesmen and superiors.
This data was obtained from an index based on the following ..
questions:

(a) When you have a problem which you would like to
discuss with the owner, how free do you gcnerally
feel to approach him about it?

I wouldn't hesitate at all
Would hesitate a little
Would hesitate quite a bit
Would hesitate a great. deal
Would keep it to myself

Never anything I'd want to

discuss with him
Owner usually not present
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(b) When you have a problem which you would like to
discuss with your immediate supervisor, how free
do you generally feel to approach him about it?

> : Wouldn't hesitate at all

Would hesitate a little

Would hesitate quite a bit

Would hesitate a great deal

Would keep it to mysgelf .

_____ Never anything I'd want to
discuss with him

Each dealership was rated as high, medium or low on each of these
two factors--i.e., on the extent to which salesmen receive enough help and
the extent of comminication block. An overall score of help and support
for asalesmen based on these ratings:of the two factors, was then assigned,

2

weighting each factor equally.
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" Appendix E

RATINGS OF MANAGEMENT. EFFORTS TO INFORM SALESMEN ABOUT GOALS

s

Three separate coders were asked to detefﬁiﬁé from owner interviews
whether there is an aétiQe effort to inform’salebmen of department and/or
dealership goals. Dealéréhibs were assigng@ to-"Yes," "No," of "Not ascer-
tainable" categories, ‘in all but two cases, at least two out of three coders
agreed on the rating of the dealérship. In 16 out of 29 cases there was
perfeét agreement on the classification.

‘Uaiﬁg a rating‘scalé of degree of agreement where:
3 points = perfect agreement
2 pointa = 2 Yes or 2 No with 1 NA
1 point = 2 Yes or 2 No with 1 rater completely opposed

0 points = no agreement,

the scoring went as follows:

Declining Degree Of Improving — Degree Of
Dealerships  Agreement Dealerships Apreement
1 3 1 3
2 3 2 3
3 3 3 2
4 2 4 0
5 2 5 2
6 2 6 3
7 2 7 3
8 2 8 3
9 3 9 3
10 3 10 1
11 3 11 3
12 no interview 12 3
13 2 13 3
14 1 14 1
15 3 15 0

Perfect agreement for all dealerships'on this scoring procedure
would be 87, The total acore is actually 67. In terms of reliability,
employing Horst's generalized reliability meaaute,l the intercoder reliabil-

ity is .954.

1. Horst, P. "A Generalized Expression for the Rellability of Measures,”
Psychometrika, Vol., 14, 1949, pp. 21-31,






