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Many customers are good hagglers. The right management style is needed for the salesforce to counteract
this.
If managers want their employees to be skillful in price negotiations, they themselves must be convincing role
models. This is the conclusion of a study by marketing and sales researchers at Ruhr-Universität Bochum, ESMT
Berlin, and the Bocconi School of Management in Milan. The researchers surveyed sales representatives and
customers in the automotive sector and evaluated price negotiations. The results are forthcoming in the Journal of
the Academy of Marketing Science.
Cutting prices too much often causes problems
In many sectors, such as in car dealerships, it is customary to negotiate the price. A company can remain profitable
only if employees do not grant the customers too great price reductions. “In practice, companies often have problems
making sure their salesforce defend their firms’ price levels,” said Prof. Sascha Alavi, one of the authors from the
Sales and Marketing Department in Bochum.
Managers leading the salesforce have to demonstrate convincingly how they defend and enforce prices. Employees
then emulate their behavior. This is particularly successful when the leadership is charismatic. “Managers who are
open to their employees, take their concerns seriously, and use positive motivation are especially successful in
exemplifying price negotiation tactics,” explained Prof. Johannes Habel, ESMT. It is also helpful when leaders can
convey a long-term vision for the company.
Leading by example does not help all employees
“However, leading by example does not work for all employees,” said Bochum researcher Prof. Jan Wieseke. “It only
works when the employees are motivated to learn and also have the ability to negotiate with the customer.”
Therefore, the authors conclude, some employees need more than just having negotiation skills demonstrated to
them. Those who are not very motivated or unable to negotiate confidently need more support and a stricter
management style.
Surveys of 92 sales representatives as well as observations from 264 customer discussions were included in this
study.
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About ESMT Berlin
ESMT Berlin was founded by 25 leading global companies and institutions. The international business school offers a
full-time MBA, an executive MBA, a master’s in management, as well as open enrollment and customized executive
education programs. ESMT focuses on three main topics: leadership and social responsibility, European
competitiveness, and the management of technology. ESMT faculty publishes in top academic journals. Additionally,
the business school provides an interdisciplinary platform for discourse between politics, business, and academia.
The business school is based in Berlin, Germany, with Schloss Gracht as an additional location near Cologne. ESMT
is a private business school with the right to grant PhDs and is accredited by the German state, AACSB, AMBA,
EQUIS, and FIBAA. www.esmt.org

