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ABSTRACT

This dissertation shines light on the sales force socialization process, wherein companies
aim to develop and retain new hires. In the first essay, we draw from learned helplessness
theory to understand why cumulative periods of sales performance failure enhance new
hires’ intentions to engage in sales-oriented behaviors. Based on panel survey data from
221 new hires of a furniture retailer, findings suggest that core transformational
leadership thwarts this process, but also that its effect diminishes as instances of unmet
sales goals accumulate. A subsequent lab experiment identifies perceived task difficulty
as the mechanism through which sales performance failure translates into sales-oriented
behavior intentions and finds support for error management as a better way to curb
helplessness and develop new hires. In the second essay, we study the influence of social
effects on sales force turnover, using a multi-source, longitudinal dataset from a national
household durables retailer of 3,832 sales agents. The results advance social information
processing theory and again propose that core transformational leadership plays an
important role during early tenure stages; the analyses also show that this management
style had a sustained effect on new hires’ risk of turnover for fostering the acceptance of
group goals, however. On the other hand, the influence of peers tended to increase over
time, with the ethnic diversity of new hires’ sales districts increasing their risk of
turnover during later tenure stages and observations of peers quitting having a similar
effect. Taken together, these essays provide insights that companies can incorporate into

their sales force socialization processes to develop and retain new hires.
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LEARNED HELPLESSNESS AMONG NEWLY HIRED

SALESPEOPLE AND THE INFLUENCE OF LEADERSHIP



Introduction

The sales profession is rife with failure-prone occupations. As a case in point,
evidence from a recent industry survey suggests that about fifty percent of salespeople
fail to reach their annual targets (Ahearne et al. 2012, p. 39). But annual quotas are just
one milestone salespeople aspire to hit. “Making the numbers” is also an hourly, daily,
weekly, monthly, and quarterly affair for salespeople. For instance, a famous study by
Camerer et al. (1997) found that daily income targets are salient in the minds of NYC cab
drivers. This present research defines sales performance failure to be the lack of
achieving these self-defined sales goals and contributes to the extant sales literature in
three related ways.

First, we investigate the relationship between cumulative periods of sales
performance failure and salespeople’s intentions to engage in sales-oriented behaviors.
Previous researchers have studied various forms of behavioral responses to salesperson
failure (e.g., Dixon and Schertzer 2005; Dixon, Spiro, and Forbes 2003; Dixon, Spiro,
and Jamil 2001); however, to the best of our knowledge, no prior failure research has
studied the disingenuous behavioral intentions we examine here. The sales-oriented
behaviors we study can be defined as customer-directed influence attempts that are
indifferent to customers’ unique needs and intended to spur immediate sales (Saxe and
Weitz 1982). We believe these behaviors are critical to inspect, since they undoubtedly
contribute to the sales profession’s dismal reputation (see, e.g., Gallup 2012).

Second, we place the sales force socialization process under the microscope, a
research area that remains scant despite Dubinsky et al.’s (1986) foundational article.

Newly hired salespeople learn the “values, abilities, expected behaviors, and social



knowledge” (Louis 1980, p. 229-230) needed to succeed in a given sales organization
during their initial months on the job. We draw from the learned helplessness paradigm
(Seligman 1975) to theorize why newly hired salespeople’s intentions to engage in sales-
oriented behaviors might tend to heighten as periods of sales performance failure
accumulate during their primitive months. In this sense, we find that new hires tend to
attribute late stages of sales performance failure to a selling task’s difficulty, which
represents a stable failure attribution and a feeling of helplessness (Heider 1958;
Martinko and Gardner 1982). This stable failure attribution, then, increases new hires’
intentions to adopt a sales-oriented approach with customers. It follows that
understanding how sales-oriented behaviors can be subdued in light of cumulative
periods of sales performance failure is an integral pursuit for the field of personal selling
and sales management.

Third, the two studies in this essay embark on this pursuit by testing the efficacy
of managerial actions during early and late stages of sales performance failure. We find
that core transformational leadership (i.e., articulating a vision, leading by example, and
fostering the acceptance of group goals) reduces newly hired salespeople’s intentions to
engage in sales-oriented behaviors during early stages of sales performance failure, but
that its efficacy diminishes as periods of failure accumulate. That is, core
transformational leadership “involves fundamentally changing the values, goals, and
aspirations of followers” (MacKenzie, Podsakoff, and Rich 2001, p. 116), which our
results suggest is more achievable when a new hire has encountered initial (as opposed to
multiple) periods of sales performance failure. In turn, we aim to understand how sales-

oriented behaviors can be subdued after multiple periods of failure by studying error
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management (Keith and Frese 2008). This pursuit led us to find that sales managers who

encourage new hires to make (rather than to avoid) errors during their interactions with
customers are able to curb sales-oriented behaviors during late-stage sales performance
failure. Further, we find that pairing core transformational leadership with positive error
framing restores its efficacy. These insights allow us to offer sales managers who oversee
failure-prone environments a recommended approach during the sales force socialization
process.

We detail the components of this recommended approach in the general
discussion section of this essay. First, however, we provide an overview of the theory of
learned helplessness and develop our hypotheses (see Figure 1.1 for a graphical depiction
of our conceptual framework). Then, we outline our two studies and report their results.
The essay concludes with a declaration of these studies’ limitations and our suggestions

for future research in the area of sales performance failure.
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Notes: Hypotheses 3-5, depicted with dashed lines, are not investigated in Study 1. Study 2 examines the
entire spectrum of this conceptual framework (i.e., Hypotheses 1-5).

Figure 1.1: Conceptual Framework



Theoretical Background and Hypotheses Development

Learned Helplessness

The theory of learned helplessness is particularly relevant to sales research, as
failure is such a large part of the sales profession (Schulman 1999; Sujan 1999). Two of
its central tenets are, first, that pessimism potentiates acts of helplessness and, second,
that repetitive, seemingly uncontrollable failure leads people to behave helplessly
(Abramson, Seligman, and Teasdale 1978; Seligman 1975). Seligman and Schulman
(1986) investigated the former tenet in the context of insurance sales and found that
pessimistic agents quit at twice the rate of optimistic agents within their first year on the
job. In addition, compared to the optimistic agents in their study, pessimistic agents sold
37% less insurance in their first two years. Notably, other research has also found
pessimism to be negatively related to sales performance (e.g., Anderson 1983; Schulman
1999), supporting the first tenet mentioned above.

With this body of research established, we diverge and aim to examine the second
tenet of learned helplessness, proposing that newly hired salespeople are likely to behave
helplessly as periods of sales performance failure accumulate. In this effort, we recognize
that acts of helplessness in the sales profession have traditionally been conceptualized in
the literature as avoidance behaviors. For instance, prior research has suggested that
salespeople who feel helpless tend to avoid interacting with customers altogether by way
of quitting or finding “other work to do around the office besides cold calling” (Schulman
1999, p. 33). Then, if quitting is not an option (e.g., in a bad economy) and if customers
cannot be avoided easily (e.g., in retail settings), salespeople are thought to behave

helplessly by way of exhibiting little or no persistence during their interactions with



customers (e.g., by acquiescing to customers’ objections or by avoiding trial closes;
Seligman and Schulman 1986, p. 832).

We contend that salespeople also behave helplessly during their interactions with
customers by way of engaging in sales-oriented behaviors, which, unlike the avoidance
behaviors studied to date, aim to make a sale. Why might salespeople engage in sales-
oriented behaviors at all if they perceive their selling task to be uncontrollable? First, “the
vast majority of sales force incentives...are tied to short-term, individual, results-focused
metrics” (Zoltners, Sinha, and Lorimer 2011). That is, salespeople are incentivized not
only to interact with customers, but also to persuade them to buy. As the proverbial
saying goes, salespeople do not eat unless they sell. Second, whether it be (a) suggesting
popular products to customers rather than uncovering their unique needs through
questioning techniques, (b) recommending expensive products to customers by default
solely to increase the size of their bills, or (c) telling customers what they want to hear in
order to close a sale, sales-oriented behaviors represent low-effort attempts to increase
immediate sales performance (Saxe and Weitz 1982). As such, these low-effort sales
behaviors represent a preliminary form of avoidance behavior, which falls in line with the
traditional way learned helplessness is conceptualized in the literature (Seligman 1975).

Furthermore, sales-oriented selling falls within the realm of learned helplessness,
because it can be classified as a low response initiation (Seligman 1975). Compared to
customer-oriented selling (the other approach in Saxe and Weitz’s SOCO scale), sales-
oriented selling is far less effortful, as it does not involve the collection of customer need
knowledge (Homburg, Wieseke, and Bornemann 2009). To this end, sales-oriented

selling is also passive and maladaptive, the two adjectives Martinko and Gardner (1982)
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use to define learned helplessness in organizations. It is passive insofar as sales-oriented

behaviors do not involve the collection of customer need knowledge and maladaptive
insofar as this lack of knowledge prevents salespeople from offering tailored solutions to
meet customers’ unique needs.

Next, we develop our first two hypotheses and proceed to test them in a
longitudinal field study that spans six months of a sales force’s socialization process.
The Effect of Cumulative Periods of Sales Performance Failure on Newly Hired
Salespeople’s Sales-Oriented Behavior Intentions

In the original experiments that developed the concept of learned helplessness
(e.g., Overmier and Seligman 1967), dogs were immobilized, repeatedly shocked by
small doses of electricity, and observed in a subsequent situation where they were
shocked but left free to escape. When the dogs remained inert (despite being
unrestrained), Overmier and Seligman (1967) inferred that learned helplessness had
interfered with their instinctive escape responses. In sales, an analogous inference could
be made if multiple periods of sales performance failure influenced newly hired
salespeople to use product-focused pitches aimed at stimulating immediate demand.
These sales pitches do not actively uncover customers’ idiosyncrasies, nor do they tailor
solutions to fit customers’ unique needs, which violates the fundamental principles of the
marketing concept and represents a form of salesperson helplessness. Much like the inert
dogs in Overmier and Seligman’s (1967) experiment, these salespeople would be
demonstrating a low response initiation that is both passive and maladaptive.

Therefore, following the learned helplessness paradigm (Seligman 1975), we

expect cumulative periods of sales performance failure to have a debilitating effect on



newly hired salespeople, and we hypothesize that these missed sales goals will increase
their intentions to engage in sales-oriented behaviors. Formally, we hypothesize the

following:

HI: There is a positive relationship between cumulative periods of sales performance

failure and newly hired salespeople’s sales-oriented behavior intentions.

The Moderating Role of Core Transformational Leadership

As we mentioned in our introduction, we also aim to test the efficacy of
managerial actions during early and late stages of sales performance failure. Sales-
oriented behaviors have been shown to lower customers’ trust in salespeople (e.g.,
Hansen and Riggle 2009) and have undoubtedly contributed to the sales profession’s poor
reputation (Gallup 2012). Accordingly, understanding how sales managers can ameliorate
the relationship between cumulative periods of sales performance failure and newly hired
salespeople’s intentions to engage in sales-oriented behaviors is of utmost importance. In
this pursuit, we decided to examine the efficacy of core transformational leadership
because of its relevance to the sales profession and its prominence in the sales literature
(e.g., MacKenzie, Podsakoff, and Rich 2001; Schwepker and Good 2010).

Podsakoff et al. (1990) outline that core transformational leadership embodies a
set of managerial actions that articulate a vision, lead by example, and foster the
acceptance of group goals. For the purposes of our investigation, the first provides new
hires with a clear roadmap, the second shows them how to sell, and the third creates a
team atmosphere where individual salespeople are not supposed to be left behind.
Notably, this set of actions aims to guide new hires through the sales force socialization

process in a learning environment filled with success. That is, articulating a vision



provides the direction, leading by example provides the model of desired behavior, and
fostering the acceptance of group goals pushes for the entire team to win “not just a
handful of hotshots” (Pacetta 1994, p. 57). In this guided learning environment, we
expect new hires to be more likely to pursue customer satisfaction concurrently with their
sales goals when they are successful or experiencing early-stage sales performance
failure, because they have the direction, mental model, and support needed to do so.
However, the problem with this style of leadership in failure-prone environments
is that it loses its credibility when periods of failure accumulate. After multiple periods of
sales performance failure, newly hired salespeople who are exposed to core
transformational leadership are bound to think failure should have already given way to
success, rendering its provision ineffective. In other words, this leadership style is more
likely to be efficacious when newly hired salespeople have experienced few (as opposed
to many) periods of sales performance failure. That is, we expect core transformational
leadership to curb newly hired salespeople’s sales-oriented behavior intentions during
early-stage, but not during late-stage, sales performance failure. In sum, we predict the

following:

H?2: Core transformational leadership moderates the relationship between cumulative
periods of sales performance failure and newly hired salespeople’s sales-oriented
behavior intentions in such a way that its effect diminishes as cumulative periods of sales

performance failure increase.
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Study 1

In order to test these first two hypotheses, we collected panel data from a cohort
of salespeople that was hired by a furniture retailer in the Southern United States. The
company hired these salespeople to sell mattresses to consumers in large box stores, and,
as is typical in sales, their pay is based on salary and commissions (Ahearne et al. 2012).
This research setting was ideal for our study in four important ways. First, the retailer
expanded its sales force considerably at the time our data were collected, which allowed
us to study a sampling frame of 537 newly hired salespeople. Second, these salespeople
were bound to experience sales performance failure in the competitive retail furniture
industry, a necessary condition for the study of salesperson helplessness. Third, the
company’s sales force is dispersed across its various locations, entailing that the newly
hired salespeople in our sample would be exposed to sales managers with varying
leadership styles. Fourth, the company’s stores have sufficient lapses in inactivity, which
gave the new hires downtime to complete our recurring surveys.

In all, we studied this incoming wave of salespeople over six months of the
company’s sales force socialization process. Every two weeks, we asked these newly
hired salespeople whether they hit or missed their sales goal over the previous two-week
period, how their sales managers behaved, and how they intended to behave toward
customers in the upcoming two-week period. This two-week time interval was selected
based on the company’s pre-existing standard that asked new hires to set biweekly sales
goals.

At the end of this six-month exercise, the salespeople in our sampling frame had

been given twelve opportunities to fill out a survey. We used twelve biweekly drawings
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for $50 American Express gift cards and two quarterly drawings for $100 American

Express gift cards to encourage responses. In addition, we secured the top management
team’s support in order to motivate strong participation rates. As a result of these efforts,
we obtained responses from 221 salespeople (an effective response rate of 41%). On
average, these salespeople completed between four and five surveys each, affording us
1,015 discrete-time observations in a time-unstructured, longitudinal dataset. Of these
data points, approximately 50% were characterized as “periods of failure,” where sales
performance goals were not met.

From a demographics standpoint, the salespeople in our final sample are
approximately 29 years old and 56% of them are female. In addition, at the time they
entered the participating organization, they had approximately six years of sales
experience.

Measures

Cumulative periods of sales performance failure. As mentioned previously, the
participating organization requires its new hires to set biweekly sales goals. In each
survey, we asked respondents to report what their revenue goal was for the last two
weeks and to indicate whether they met or fell short of this goal. From this latter
question, we coded a variable named sales performance failure as zero if a salesperson
hit his or her sales goal and one if he or she fell short of it. From here, we computed a
cumulative periods of sales performance failure variable by summing a given
salesperson’s sales performance failures across all previous time periods.

Core transformational leadership. Of interest to our model is the leadership style

a salesperson’s manager adopted during the previous two weeks. Accordingly, we
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adapted Podsakoff et al.’s (1990) widely used scale of core transformational leadership to

our setting by basing each scale item on salespeople’s exposure to their manager over the
past two weeks. For a full list of the scale items used in Study 1, see Appendix A.

Sales-oriented behavior intentions. As a form of salesperson helplessness, we
measured salespeople’s intentions to engage in sales-oriented behaviors (Saxe and Weitz
1982). This measure focuses on salespeople’s behavioral intentions for the upcoming
two-week period. The items reflect sales-oriented behaviors insofar as the behaviors we
capture aim to stimulate immediate demand without appealing to customers’
idiosyncrasies and they reflect acts of helplessness insofar as they are passive and
maladaptive (Martinko and Gardner 1982).

Covariate. Prior sales experience was entered into our model as a covariate in
order to control for salesperson heterogeneity at the time new hires entered the
participating company’s sales force. In particular, the question “How many years of
experience do you have as a salesperson?”” was asked during the company’s orientation
and training course, which all newly hired salespeople attended. Based on previous
research, we expected prior sales experience to impact new hires’ susceptibility to sales
performance failure, as well as their subsequent responses to sales performance failure
(Dixon, Spiro, and Forbes 2003).

Analytical Procedures

Measurement model. We assessed the factor structure and validity of the latent
variables in our model (i.e., core transformational leadership and sales-oriented behavior
intentions) through a confirmatory factor analysis (Gerbing and Anderson 1988).

Representing core transformational leadership as a reflective, higher-order factor of its
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three first-order factors and sales-oriented behavior intentions as a separate factor, our

model demonstrated good fit to the data (X2 =724.7,d.f. = .86, GFI = .91, CF1 = .98,
RMSEA= .08). Further, articulating a vision (.94), leading by example (.95), and
fostering the acceptance of group goals (.97) estimated core transformational leadership
as a second-order construct very well, providing empirical evidence for the aggregation
of core transformational leadership’s three first-order factors into a second-order
construct (Brown 2006). As such, when we test our hypotheses in the next section, we
enter core transformational leadership into our hypothesized model as a second-order
construct, an approach that is consistent with the extant literature (MacKenzie, Podsakoff,
and Rich 2001; Podsakoff et al. 1990). In addition, the data pass the tests discussed by
Fornell and Larcker (1981), demonstrating that the measures we employ for core
transformational leadership and sales-oriented behavior intentions satisfy the necessary
conditions for convergent and discriminant validity. Table 1.1 displays descriptive
statistics, intercorrelations, as well as reliabilities and validity estimates where applicable
for the variables used in Study 1.

Common method variance. Defined as artificial correlation among constructs due
to the measurement method employed, common method variance (CMV) has the
potential to bias results in survey-based research (Podsakoff et al. 2003). In our context,
this concern is partially alleviated since our independent variable, cumulative periods of
sales performance failure, is longitudinal and rather concrete in nature (Frazier et al.
2009). Further, researchers have demonstrated that “interaction effects cannot be artifacts
of CMV” (Siemsen, Roth, and Oliveira 2010, p. 456), which protects our second

hypothesis from contamination. Nevertheless, we still wanted to assess the potential bias
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Table 1.1: Intercorrelations, Descriptive Statistics, Reliabilities, and

Validity Estimates for Study 1

Variables 1 2 3 4

1. Prior Sales Experience”

2. Cumulative Periods of Sales Performance Failure” .09*

3. Core Transformational Leadership® -.09*  -.09%

4. Sales-Oriented Behavior Intentions” -.04 -.01 -.13%*

Descriptive Statistics Means  6.28 2.14 5.87 2.81

Standard Deviations  7.46 2.17 1.36 1.61

Reliability and Cronbach Alphas - - .98 .83

Validity Estimates Composite Reliabilities - - 97 .83
Average Variance Extracted Values - - 91 .62

* p<.05.

*n =221 (salespeople; level 2).

®n = 1015 (discrete-time observations; level 1).
Notes: Cross-level correlations are calculated by assigning salespeople’s prior sales experience to each of
their discrete-time observations and are not adjusted for lack of independence. Reliability and validity
estimates do not apply to manifest variables (prior sales experience) or to count data (cumulative periods of
sales performance failure).

of CMV in our research, so we followed a diagnostic technique developed by Lindell and
Whitney (2001). These authors suggest that CMV can be conservatively estimated and
accounted for using the observed correlation between two theoretically unrelated
constructs, one coming from the researcher’s hypothesized model and the other being a
marker variable.

The marker variable we use is continuance commitment (i.e., perceived costs associated
with leaving an organization; Meyer, Allen, and Smith 1993). We propose that this form
of commitment, which is governed largely by external factors (e.g., the economy or one’s
family situation), should be unrelated to the form of leadership a salesperson’s manager
adopts. Therefore, we included a three-item measure of this construct, adapted from

Meyer, Allen, and Smith (1993), in each biweekly survey and used its correlation with
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core transformational leadership as an estimate of method variance (r, = .02). We then

entered this estimate into an equation that adjusted the correlations in Table 1.1 for CMV
(see Lindell and Whitney 2001 for application details). Importantly, since the significant
correlations in Table 1.1 remained significant after they were adjusted, this test provided
empirical support for the argument that CMV does not inflate the relationships among the
constructs in our model.

Model specification. The data in this study follow a two-level framework, where
our criterion, sales-oriented behavior intentions, and our predictor, cumulative periods of
sales performance failure, represent intra-individual (i.e., time-varying), level 1 variables.
Sales manager core transformational leadership, while conceptually a level 2 variable, is
also included in our level 1 model because we measured it over time. The inter-individual
(i.e., time-invariant), level 2 variable in our model is the prior sales experience a
salesperson brought into the participating company, which we use as a control.

We analyzed these data using HMLM (Raudenbush and Bryk 2002), which is best
suited for the time-unstructured dataset we collected for this study (Cohen et al. 2002).
Similar analytical procedures have been discussed in the literature in detail (e.g., Ahearne
et al. 2010), so we only describe ours briefly here. Our level 1 model is specified as
follows:

Y = moi + mii(CFy) + m2i(CTLy) + m3i( CF*CTLy) + ey
where the dependent variable, Yy, is salesperson i’s sales-oriented behavior intentions at
time t. This value is determined by this salesperson’s cumulative periods of sales

performance failure (CFy), his or her sales manager’s core transformational leadership
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(CTLy), and the interaction between these two terms. Further, our level 2 equations are

specified as follows:
Toi = Boo + Po1(EXPy) + ;i

i = Bro + 11

Toi = Bao + 12

i = B30 + 13
where the intercept in our level 1 model is predicted by salesperson i’s sales experience
(EXP;). The level 2 equations for m,;, m2;, and m3; simply allow the effects at level 1 to
vary between salespeople.
Hypotheses Testing

We present our estimation results in Table 1.2. Reading from Model 1, the control
variable prior sales experience was found to account for significant variance in
salespeople’s sales-oriented behavior intentions (f = -.029, p <.001). That is, the more
experienced a salesperson was coming into the position, the less he or she intended to
behave in a sales-oriented manner with customers over the course of the company’s sales
force socialization process. Then, staying within this column, the results suggest that
cumulative periods of unmet sales performance goals were associated with increased
levels of sales-oriented behavior intentions (f =.120, p <.001), supporting H;.

Moving to Model 2, the estimates suggest that the initial effect of core
transformational leadership is negative (B = -.233, p <.001) and that the interaction effect
between cumulative periods of sales performance failure and core transformational
leadership is positive (f =.037, p <.001), which both support H,. Here, we expected core

transformational leadership to reduce the extent to which sales performance failure was
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Table 1.2: Hierarchical Multivariate Linear Modeling Results for Study 1

Model 1 Model 2
B (S.E.) B (S.E.)
Intercent 2.588*** 2.588##*
p (.09000) (.00100)
) -.029%** -.017%%*
Sales Experience (.00733) (.00004)
C lati iods of Sal p 1 120%** 134%%*
umulative Periods of Sales Performance Failure (.01401) (.00010)
. . -3 Ekk
Core Transformational Leadership (' 00020)
Cumulative Periods of Sales Performance Failure x Q3 7%%*
Core Transformational Leadership (.00005)
-2LL 2983.31 2879.69
AChi-Square 12.28(1)***  103.62(1)***

**E p<.001.
Notes: Dependent variable = sales-oriented behavior intentions. The change in chi-square calculations for
Models 1 and 2 compare their respective fits to those of unreported models that include all of their
coefficients except for the ones of interest (i.e., cumulative periods of sales performance failure for Model 1
and cumulative periods of sales performance failure x core transformational leadership for Model 2).

associated with sales-oriented behavior intentions initially, but for this effect to diminish
as periods of sales performance failure accumulated. We examined whether this expected
effect was present in the data by plotting the interaction at high (one standard deviation
above the mean) and low (one standard deviation below the mean) levels of core
transformational leadership. Figure 1.2 presents this visual representation. Indeed, the
hypothesized relationship is apparent in the figure, providing further support for H,.
Discussion

Our goals in Study 1 were twofold: (1) to examine whether cumulative periods of
sales performance failure are associated with increased levels of sales-oriented behavior
intentions and (2) to understand the role core transformational leadership plays in this

process. Stepping back and assessing the results, we believe that sales managers can
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Low CTL
------- High CTL

Sales-Oriented Behavior Intentions

0 1 2 3 4 5

Cumulative Periods of Sales Performance Failure

Notes: CTL = core transformational leadership. Zero and five bound the x-axis because 90% of the data fall
within this range.

Figure 1.2: The Moderating Effect of Core Transformational Leadership

alleviate the deleterious effect that unmet sales goals have on newly hired salespeople’s
sales-oriented behavior intentions initially by articulating a vision, leading by example,
and fostering the acceptance of group goals. However, the efficacy of this leadership
style appears to be fleeting when instances of sales performance failure accumulate.
Therefore, two additional questions beg research attention: (1) what underlying
mechanism governs salesperson learned helplessness? and (2) how can sales managers
curb sales-oriented behavior intentions during the latter stages of sales performance
failure?

In order to address these two questions, we explore newly hired salespeople’s
failure attributions and sales managers’ error framing practices based on theoretical

grounds derived from the learned helplessness paradigm (Seligman 1975). The next
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section builds three additional hypotheses toward this end and the subsequent section

describes a scenario-based experiment we designed to test the resulting conceptual

framework (see Figure 1.1).

Hypotheses Development Revisited

The Mediating Role of Perceived Task Difficulty

Attributional styles have long been considered central to the theory of learned
helplessness (Abramson, Seligman, and Teasdale 1978; Seligman and Schulman 1986)
and deemed promising in the study of salesperson behavior (Sujan 1986). Among them
are controllability, globality, internality, and stability, though the latter is thought to be
the dimension that is most aligned with the learned helplessness paradigm (Sujan 1999).
According to Heider’s (1958) original schema, stability represents the degree to which a
cause is believed to be recurrent or long-lived over time, and perceived task difficulty is a
stable cause of failure. In turn, perceived task difficulty in our setting represents the
degree to which sales performance failure is believed to be recurrent or long-lived over
time due to stable situational deficiencies (e.g., a low-traffic store location or an
unresponsive customer base).

We adopt this framework and hypothesize that newly hired salespeople are likely
to succumb to feelings of defeatism after they encounter multiple instances of missed
sales goals. That is, as instances of sales performance failure accumulate, we expect
newly hired salespeople to attribute their historically poor results in their new role to the
perceived difficulty of the task at hand. For instance, it is unlikely that the newly hired
salespeople in our field study believed that selling mattresses was unattainable in their

particular store locations or during their particular shifts after one or two failed attempts
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to meet their sales goals. However, as instances of sales performance failure

accumulated, they likely felt increasingly disadvantaged with regards to their selling
situation (e.g., store location or customer base). We expect this stable failure attribution
to increase newly hired salespeople’s sales-oriented behavior intentions. According to
learned helplessness, the more new hires perceive sales goals to be destined for failure
due to circumstance, the more likely they are to behave helplessly (Sujan 1999). Based on

the above logic, we arrive at the following mediation hypothesis:

H3: Perceived task difficulty mediates the relationship between cumulative periods of
sales performance failure and newly hired salespeople’s sales-oriented behavior

intentions.

The Moderating Role of Error Management

Until now, we have focused on the moderating role of core transformational
leadership and explicated its limitations in failure-prone environments. Next, we propose
that encouraging new hires to make errors during their interactions with customers
overcomes these limitations. A form of leadership that captures this notion is error
management, which involves the explicit encouragement of errors due to the feedback
they provide novices (Keith and Frese 2008). Importantly, whereas sales forces are
known for their short-term orientation (Homburg and Jensen 2007), error management
deemphasizes short-term performance in favor of active learning (Bell and Kozlowski
2008).

This atypical focus can be contrasted with leadership styles that promote a
“guided and error-free learning environment” (Keith and Frese 2008, p. 59). For example,

it can be argued that articulating a vision, leading by example, and fostering the
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acceptance of group goals intend to help followers avoid errors by way of providing the

direction, desired model, and coworker support needed to succeed. As alluded to
previously, the problem with these styles of leadership is that errors tend to be
“associated with stress, frustration, and increased perceptions of learned helplessness”
(Gully et al. 2002, p. 143) when they occur.

In response, an impressive body of research has developed that supports the
efficacy of error management (Keith and Frese 2008). In these studies, error management
is defined as a training method that provides minimal guidance, deemphasizes short-term
performance, promotes exploratory behavior, and, ultimately, frames errors as natural by-
products of exploration that are encouraged and instrumental to learning (Bell and
Kozlowski 2008). In addition, a relevant finding in this literature is that framing errors
positively increases learner-controlled practice difficulty (Hughes et al. 2013).

Linking this finding to our research, we expect newly hired salespeople to be
more likely to actively attempt to satisfy customers’ needs when errors are encouraged.
This selling approach is more difficult to apply than one that relies on quick, suggestive
sales, but we believe it will be adopted more frequently in response to error management
because short-term performance is deemphasized when errors are encouraged.
Essentially, error management reduces the shock associated with sales performance
failure (drawing reference to Overmier and Seligman’s original experiments with dogs).
In contrast, when errors are discouraged, sales managers convey that sales goals should
be reached and that errors should be avoided, which creates a setting that is conducive to

learned helplessness. Therefore, we expect the salesperson learned helplessness process
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to begin when errors are discouraged (but not when errors are encouraged), which leads

to the following hypothesis:

H4: Error management moderates the relationship between cumulative periods of sales
performance failure and newly hired salespeople’s sales-oriented behavior intentions in
such a way that its effect strengthens as cumulative periods of sales performance failure

increase.

The Moderating Roles of Core Transformational Leadership and Error Management

So far, we have conceptualized core transformational leadership as a leadership
style that aims to help newly hired salespeople avoid errors and error management as a
leadership style that advocates the beneficial role errors play in learning. The former
suggests that novices should be “spared the costs and pain of faulty effort” (Bandura
1986, p. 47), whereas the latter holds that “errors have an informative function for the
learner” (Keith and Frese 2008, p. 59). Next, we hypothesize that these leadership styles
act as complements when applied in unison, such that core transformational leadership’s
efficacy should be restored during late-stage sales performance failure when it is applied
in environments that encourage errors.

Ultimately, core transformational leadership is likely to complement error
management because it provides direction, demonstration, and support, facets that error
management lacks (Bell and Kozlowski 2008). Further, error management creates an
environment where newly hired salespeople can use this guidance as a resource, since it
alleviates their concerns about short-term performance to a certain degree. Therefore,
when instances of sales performance failure have accumulated, this guidance is likely to

help newly hired salespeople use exploratory behaviors during their interactions with
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customers. In turn, it should further thwart the salesperson learned helplessness process,

leading us to hypothesize the following:

H5: During late-stage sales performance failure, core transformational leadership has a
reducing effect on newly hired salespeople’s sales-oriented behavior intentions when

errors are encouraged.

Study 2

As a test of our entire conceptual framework (see Figure 1.1), we conducted an
experiment with participants from the online labor system MTurk (cf. Goodman, Cryder,
and Cheema 2012). This experiment represents a 2 (sales performance failure: early-
stage/late-stage) x 2 (core transformational leadership: low/high) x 3 (error management:
avoid/encourage/control) between-subjects factorial design with random assignment. The
context we chose to investigate for this test is business-to-business insurance sales.
Importantly, this setting is distinct from the retail furniture industry and outside the realm
of business-to-consumer sales, which was the testing ground for Study 1.

For this experiment, we aimed to recruit 720 participants (60 observations per
cell) with one-dollar inducements. After speaking with a sales director in the insurance
industry, we discovered that insurance companies often target individuals who are
currently employed in full-time, non-sales positions as new hires. Many of these
individuals, despite being well qualified, are burnt out in their current positions and
interested in the variable component of pay in insurance sales. Accordingly, since these

individuals are of practical interest to the industry, we limited participation in our study
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to clerical staff, factory workers, teachers, and the like. Then, based on this screening

criterion, we were able to collect 635 usable responses.
Experimental Materials and Measures

Our MTurk description stated that faculty members in the business schools of two
public universities in the United States were conducting research on behalf of an
insurance company. The objective of the market research was ostensibly to understand
how new insurance agents are likely to behave during the company’s launch into the
North American market. Further, we stated that although we disguised the name of the
company in the survey to avoid contaminating the results, the information provided is
factual. These measures were taken in order to increase the mundane, experimental, and
psychological realism of the scenario (Wilson, Aronson, and Carlsmith 2010). Albeit
imperfect, we are confident in the external validity of our experimental design, and we
believe the realism of our scenario is comparable to that of related applications in the
marketing literature (e.g., Ganesan et al. 2010).

For the purposes of our experiment, participants were asked to imagine they made
the decision to join the focal insurance company’s sales force on a full-time basis and to
imagine their initial goal was to make at least as much money per month in their new
position as they currently make in their non-sales position. Subsequently, they were
shown four passages related to their new employment situation in sequence (see
Appendix B). While the first passage exposed all participants to the same general
description of the insurance company, the second passage exposed participants to either a

low or a high version of a core transformational leadership script. This script was
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developed based on MacKenzie, Podsakoff, and Rich (2001), drawing largely from the

practical examples of core transformational leadership these authors highlight (p. 130).

In the third passage, participants received hypothetical sales performance
feedback for a certain number of months. That is, they were exposed to either early- or
late-stage sales performance failure. In order to remain consistent with our field study, we
defined these stages as one period and five periods of sales performance failure,
respectively. Then, in either case, participants were asked to indicate the degree to which
they attributed their failure to perceived task difficulty with a three-item measure adapted
from Dixon, Spiro, and Jamil (2001). For a full list of the scale items used in Study 2, see
Appendix C.

In the fourth passage, participants were offered advice from their sales manager
before they proceeded to sell in the upcoming month. The content of this advice
amounted to the error management manipulation, which we adapted from Hughes et al.
(2013). Therein, we positioned the process of making errors during customer interactions
as being negative (error avoidance condition), positive (error encouragement condition),
or neutral (control condition). Finally, following this fourth passage, participants were
asked to indicate their likelihood of engaging in sales-oriented behaviors during their next
month on the job. The company description in the first passage was crafted to include a
popular product (i.e., dental insurance); with this inclusion, our measurement items from
Study 1 could be directly adapted to this experimental setting.

Our manipulation checks indicate that we successfully manipulated low and high
core transformational leadership, early- and late-stage sales performance failure, as well

as error avoidance and error encouragement (for details related to these tests, see
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Appendix D). In addition, based on the results of a post-hoc check, we are confident that

participants deemed our experiment to be realistic (M = 5.47 out of 7 for the question
“How realistic was the situation described in the four passages at the beginning of this
survey?”). These participants are predominantly female (57%), with an average age of 33
years old. In line with the scenario depicted in the experiment, we limited participation to
residents of the United States. The most frequent employment categories these
participants came from are teaching (28%), manufacturing (16%), and information
technology (7%).
Analytical Procedures

Measurement model. 1dentical to our approach in Study 1, we assessed the factor
structure and validity of the latent variables measured in this experiment (i.e., perceived
task difficulty and sales-oriented behavior intentions) through a confirmatory factor
analysis (Gerbing and Anderson 1988). Here, the constructs were represented as separate,
reflective factors of their respective scale items. The resulting model demonstrated
excellent fit to the data (X2 =4.5,d.f. =8, GFI =1.00, CFI = 1.00, RMSEA= .00). The
data also passed Fornell and Larcker’s (1981) tests, demonstrating convergent and
discriminant validity. Table 1.3 displays descriptive statistics, intercorrelations, as well as
reliabilities and validity estimates where applicable for the variables used in Study 2.

Methodological approach. In order to analyze this experiment’s data and to test
our conceptual framework (Figure 1.1), we estimated an indirect effects model with
bootstrapping methods (Hayes 2013; Zhao, Lynch, and Chen 2010). Operationally, we

followed a stepwise, hierarchical linear regression approach for hypotheses testing.
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Table 1.3: Intercorrelations, Descriptive Statistics, Reliabilities, and Validity

Estimates for Study 2

Variables 1 2 3 4 5
1. Sales Performance Failure
2. Perceived Task Difficulty 56%*
3. Core Transformational Leadership -.03 .01
4. Error Management .02 .06 .00
5. Sales-Oriented Behavior Intentions 4% 22%  -.09%  -34%
Descriptive Statistics Means 49 4.23 .50 .00 3.06
Standard Deviations .50 1.20 .50 .82 1.52
Reliability & Validity Cronbach Alphas - .87 - - .89
Estimates Composite Reliabilities - .87 - - .90
Average Variance Extracted Values - .68 - - 75
* p<.05.

Notes: Early-stage (late-stage) sales performance failure is coded as zero (one). Low (high) core
transformational leadership is coded as zero (one). Error management is coded as negative one for the error
avoidance condition, zero for the control condition, and one for the error encouragement condition.
Reliability and validity estimates do not apply to variables that are manipulated (sales performance failure,
core transformational leadership, and error management). n = 635.

In Table 1.4, where we report our results for Study 2, unstandardized path coefficients are
presented in Models 1 through 5, with each model testing a separate hypothesis.
Hypotheses Testing

The first two models of Table 1.4 report results that are substantively similar to
those found in Study 1. Specifically, in support of H;, participants in the late-stage sales
performance failure conditions exhibited greater levels of sales-oriented behavior
intentions than those in the early-stage conditions (Model 1, B =.425, p <.001). Further,
the interaction effect of sales performance failure and core transformational leadership is
significant and positive (Model 2,  =.617, p <.01), supporting H, (see also Figure 1.3a
for a graphical depiction of this hypothesis). Taken together, these results reaffirm that

greater instances of sales performance failure are associated with heightened intentions to
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engage in sales-oriented behaviors and that core transformational leadership alleviates

this effect to a certain degree during early stages (but not during late stages) of sales
performance failure.

Table 1.4: Estimation Results for Study 2

Model 1 Model 2 Model 3 Model 4 Model 5
B(S.E.) B(S.E.) B(S.E.) B(S.E.) B(S.E.)
Dependent Variable: Perceived Task Difficulty
-.661%**
Intercept (.056)
Sales Performance Failure 1.350%**
(SPF) (.079)
Dependent Variable: Sales-Oriented Behavior Intentions
Intercent 2.846%** 3.134%** 3.017%** 2.838#** 3.108***
P (.084) (.120) (.092) (.079) (.111)
Sales Performance Failure 4257 1097 076 446 135
(.120) (.168) (.142) (.112) (.155)
Perceived Task Difficul 239%H
ercerved Task Difficulty (.059)
Core Transformational -.559* -.526%*
Leadership (CTL) (.167) (.154)
- 483%%* -.502%**
Error Management (EM) (.096) (.136)
617%* 547*
SPFx CTL (238) (:220)
-317* .051
SPFx EM (137) (.188)
.064
CTL x EM (189)
-.846%**
SPF x CTL x EM (271)
R? adjusted .02 .03 .05 14 17
AR? 6.74(1)*** 5.34(1)* 9.78(1)**
*p<.05.
**p<.01.
%k p <.001.

Notes: Model fit statistics are shown for the models predicting sales-oriented behavior intentions. The
change in R-squared calculations for the interaction models compare their respective fits to those of
unreported models that include all of their coefficients except for the ones of interest (i.e., cumulative
periods of sales performance failure x core transformational leadership for Model 2, cumulative periods of
sales performance failure x error management for Model 4, and cumulative periods of sales performance
failure x core transformational leadership x error management for Model 5).
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Figure 1.3: The Moderating Effects of Core Transformational Leadership and Error Management (Two-Way Interactions)
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Moving to Model 3, we expected perceived task difficulty to mediate the

relationship between sales performance failure and sales-oriented behavior intentions. As
suggested by Preacher, Rucker, and Hayes (2007), we focus on the indirect effect in this
model, rather than the individual estimates shown in Model 3. Accordingly, we found
support for H3 since the indirect effect through perceived task difficulty is positive and
differs significantly from zero (total indirect effect = .349, S.E. =.077; 95% CI: [.191 —
496])).

Finally, Model 4 tests the moderating role of error management and Model 5 tests
the three-way interaction effect of core transformational leadership and error
management. From Hy, we expected the salesperson learned helplessness process to
begin in the error avoidance conditions, but not in the error encouragement conditions. In
support of this hypothesis, the interaction term between sales performance failure and
error management is negative and significant (Model 4, § = -.317, p <.05). Further,
Figure 1.3b visually shows that the learned helplessness process was thwarted in the error
encouragement conditions, but not in the error avoidance conditions.

Then, from Hs, we expected core transformational leadership and error
management to act as complements during late-stages of sales performance failure and,
therefore, to lessen participants’ sales-oriented behavior intentions. Since the three-way
interaction in Model 5 is negative and significant (f = -.846, p <.01), we plotted it in
Figure 1.4. In this visual depiction, the right-hand side of the graph shows that core
transformational leadership reduced participants’ sales-oriented behavior intentions when
errors were framed positively, supporting Hs. We then further examined this effect in a

post-hoc manner by comparing the mean differences of our conditions using Tukey’s
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honestly significant differences test. Of interest, core transformational leadership only led

to a significant decrease in sales-oriented behavior intentions during late-stage sales
performance failure when errors were encouraged (mean difference = -.930, p <.05). In
all other relevant situations (i.e., error avoidance and the control condition), sales-
oriented behavior intentions did not significantly differ across the two core

transformational leadership conditions.
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Notes: CTL = core transformational leadership. EM = error management. The low and high error
management slopes approximate the error avoidance and error encouragement conditions, respectively.

Figure 1.4: The Moderating Effects of Core Transformational Leadership and

Error Management (Three-Way Interaction)

Discussion
These results provide greater support for those found in Study 1 and extend them
in two interesting ways. First, in line with the learned helplessness paradigm, perceived

task difficulty was found to mediate the relationship between sales performance failure
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and sales-oriented behavior intentions. Second, error management was found to be a

managerial approach that sales managers can use to restore the efficacy of core
transformational leadership during the sales force socialization process. Importantly, both
support a learned helplessness perspective of the sales profession and the latter offers a
viable approach for sales managers interested in lessening newly hired salespeople’s
sales-oriented behaviors. We discuss the contributions we intend to make with this essay

in the following section as well as its limitations and fruitful areas for future research.

General Discussion

The theory of learned helplessness proposes a sobering thought for the sales
profession: newly hired salespeople are likely to adopt sales-oriented behaviors during
the sales force socialization process due to the failure-prone nature of sales jobs. Further,
this perspective provides a possible explanation for the behavior of salespeople in many
industries, which has led to the sales profession’s poor reputation in the public (Gallup
2012). In this essay, we aimed to study this phenomenon in the field during the sales
force socialization process of a retail furniture chain and in a scenario-based experiment
involving the description of a real world business-to-business insurance company.

The results suggest that cumulative periods of sales performance failure are
associated with increased sales-oriented behavior intentions. In addition, core
transformational leadership, a leadership style that is widely researched in the sales
management literature (e.g., MacKenzie, Podsakoft, and Rich 2001; Schwepker and
Good 2010), was found to be of limited use as periods of sales performance failure
accumulated. Evidently, when newly hired salespeople’s attributions about the causes of

their sales performance failure are stable in nature, articulating a vision, leading by
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example, and fostering the acceptance of group goals is ineffective on its own. We find

that a more efficacious approach involves pairing this “error-free learning” style of
leadership with error management (Keith and Frese 2008), which communicates to
salespeople that making errors during their interactions with customers is positive and
encouraged.
Theoretical Implications

This study contributes to the sales and learned helplessness literatures in four
important ways. First, the extant literature bridging these two areas of study has focused
on the notion that pessimism potentiates acts of helplessness (Anderson 1983; Schulman
1999; Seligman and Schulman 1986). We add a longitudinal perspective to this body of
research that demonstrates how sales performance failure in itself contributes to
salesperson helplessness over time. Specifically, the results of this essay provide support
for Sujan (1999)’s contention that the stability of salespeople’s failure attributions
underlies salesperson helplessness. Related to this point, the sales literature to date offers
rich theoretical insights regarding salespeople’s attributional and behavioral responses to
failure (e.g., Dixon and Schertzer 2005; Dixon, Spiro, and Forbes 2003; Dixon, Spiro,
and Jamil 2001), but it lacks longitudinal studies. Because we diverged from cross-
sectional research in this essay, we believe our work addresses this gap in the literature.

Second, this essay derives insights from a large-scale empirical investigation of a
sales force’s socialization process. Dubinsky et al. (1986) included the following
statement in the abstract of their foundational article (p. 192): “Successfully assimilating
salespeople into an organization is a critical responsibility of sales managers, but little

published research has explored this topic.” Unfortunately, this statement still holds true
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today, nearly three decades later. We orchestrated a six-month data collection effort

involving a large cohort of newly hired salespeople in a furniture retailer to overcome this
shortcoming in the literature and to examine our hypotheses in a temporal manner.

Third, we demonstrate that core transformational leadership is potentially ill
suited for the sales force socialization process. This contribution adds to the existing
literature, which has identified the performance benefits of transformational leadership
(MacKenzie, Podsakoft, and Rich 2001), but has not examined its application with newly
hired salespeople. Similarly, we offer experimental evidence that supports the use of error
management to leverage core transformational leadership in failure-prone circumstances.
This perspective introduces the study of error management, which has largely been
examined in the information technology and management domains (Keith and Frese
2008), to the sales literature.

Fourth, focusing our study on sales-oriented behaviors contributes to the body of
work that has followed the SOCO scale (Saxe and Weitz 1982). Much of this research
has focused on employees’ customer orientation (Zablah et al. 2012); however, given the
prevalence of sales-oriented behaviors in practice, directly examining their provision is
an important endeavor. Further, in this respect, conceptualizing sales-oriented behaviors
as a form of salesperson helplessness is a core contribution of this essay. Through
advancing this perspective, we hope our work will bring the sales and learned
helplessness literatures closer together as well as develop future insights in the area of

sales performance failure.
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Managerial Implications

We hope that sales managers will be able to extract at least three key insights
from this research. First, our work demonstrates the importance of setting achievable
sales goals. Sales organizations are notorious for being short-term oriented and driven by
immediate results (Homburg and Jensen 2007). However, according to our results,
problems associated with this practice arise when salespeople fall short of their sales
goals, and missing target is commonplace in the sales profession (Ahearne et al. 2012).
From our studies, one can see that salespeople are more likely to act in a manner that runs
contrary to the marketing concept as instances of sales performance failure accumulate.
Sales managers should work closely with their salespeople to set reasonable sales goals,
and we advise them to revise such goals throughout the sales force socialization process
based on new hires’ performance records.

Second, sales managers can learn from our results that articulating a vision,
leading by example, and fostering the acceptance of group goals have a fleeting effect as
periods of sales performance failure accumulate. We suspect that many sales managers
adopt a core transformational leadership approach based on its intuitive appeal. It seems
universally advantageous to change “the values, goals, and aspirations of followers, so
that they perform their work because it is consistent with their values” (Mackenzie,
Podsakoff, and Rich 2001, p. 116). However, the stable failure attributions salespeople
hold after they have missed multiple sales goals evidently counter the guided learning
nature of such appeals. Our results suggest that an approach more suitable for the sales

force socialization process is warranted.
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In this sense, the approach we recommend to sales managers who oversee failure-

prone environments combines error management with core transformational leadership.
Newly hired salespeople need to know they are likely to make errors as they actively seek
to uncover customers’ needs. Whether it be asking the wrong questions or revealing
themselves as novices because they do not have all the answers, such errors should be
encouraged for developmental purposes. Further, missing sales goals during the sales
force socialization process should be downplayed in favor of these developmental
benefits. Our results suggest that salespeople are less likely to behave helplessly in
pursuit of their sales goals by way of engaging in sales-oriented behaviors when this
mindset is communicated to newly hired salespeople and core transformational leadership
behaviors are performed.
Limitations and Future Research Directions

We consider the topic of sales performance failure to be a burgeoning research
area with substantial practical relevance. While this essay studied the adoption of sales-
oriented behaviors following sales performance failure, other forms of salesperson
helplessness offer interesting avenues for future research as well. For instance,
salespeople may acquiesce to customers’ objections or avoid trial closes in response to
cumulative periods of unmet sales goals. These forms of salesperson helplessness are
likely to be more appropriate areas of study in sales jobs that do not tie monetary
incentives to sales performance (i.e., straight salary positions). In any case, we
recommend using the criteria set forth by Martinko and Gardner (1982) to determine
whether a particular salesperson behavior should be considered an act of helplessness.

That is, the behavior should be both passive and maladaptive.
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In addition, we defined sales performance failure to be the lack of achieving self-

defined sales goals in this research. Nevertheless, investigating salespeople’s attributional
and behavioral responses to missing sales targets that are set by organizations is a
worthwhile extension. Salesperson failure could also be defined at a more granular level
(e.g., down to the individual sales call level), and understanding how failure contributes
to salesperson helplessness on a day-to-day basis is an area that deserves more attention.
Finally, although we found that core transformational leadership paired with error
management curbs the adoption of sales-oriented behavior intentions, our research should
be considered first insights in an important topic. Whether salesperson helplessness can
be “unlearned” in organizations is still an open question (Martinko and Gardner 1982).
Addressing this issue will require researchers to study the manipulation of managerial
interventions after salesperson helplessness is already induced. We consider this research
endeavor to be particularly attractive given the degree to which salesperson helplessness

permeates the sales profession.
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Appendix A: Measures for Study 1

Core Transformational Leadership

(Adapted from MacKenzie et al. 2001; 1 = “Strongly Disagree” and 7 = “Strongly Agree”
for scale end-points.)

Based on my exposure to my manager over the past two weeks, I believe he or she...

O NN W=

9

...has a clear understanding of where we are going.

...paints an interesting picture of the future for our group.
...1s always seeking new opportunities for the organization.
...inspires others with his/her plan for the future.

...1s able to get others committed to his/her dream.

...leads by “doing”, rather than simply “telling.”

...provides a good model for me to follow.

...leads by example.

. ...fosters collaboration among the organization’s employees.
10. ..
11.
12.

.encourages the organization’s employees to be team players.

...gets the organization’s employees to work together for the same goal.
...develops a team attitude and spirit among employees.

Sales-Oriented Behavior Intentions
(Adapted from Saxe and Weitz 1982; 1 = “Never” and 7 = “Always” for scale end-

points.)

In the next two weeks, how frequently do you intend to...

I..

..emphasize [company name’s] most popular products rather than spend a

lot of time looking for the exact product that meets a customer’s unique
needs?

...sell customers more expensive products even if they don’t completely

match their expressed preferences?

...say what a customer wants to hear, even if it’s not 100% accurate?
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Appendix B: Experimental Materials for Study 2

Participants identified their current state of residence in the United States as well
as their sales goal prior to reading the four passages below. These inputs were inserted as
piped text into the experiment where |State| and |sales goal| appear. The months May —
September are used in the passages below because participants were asked to imagine
that their start date for the employment situation discussed in the experiment was May 1.

Company Description (Passage 1)

Since 1946, insurance agents have sold First Response Insurance (FRI) products
to more than 45 million people in Europe and Asia. These products include disability
insurance, dental insurance, and critical illness insurance, with FRI's dental insurance
being its most popular product on the market. Many of FRI’s current agents are former
coaches, firefighters, production line workers, and teachers who initially came to FRI
looking to supplement their incomes and engage in a career that puts them in control.
These agents now collectively make up FRI’s sales force, which operates on a straight-
commission basis (FRI agents earn 20% of every policy they sell).

First Response Insurance recently gained government approval to extend its
operations into North America. The company has organized a network of State Agent
Supervisors (SASs) in the United States that will oversee new insurance agents during the
North American launch. These SASs will earn commissions from their own policy sales
(at a rate of 20%) and override commissions from the sales made by agents they oversee
in their respective states (at a rate of 2%). Their primary responsibilities will be to recruit
and train new insurance agents, though they may still choose to sell FRI products to
customers.

The core responsibility of FRI agents is to sell insurance policies in the business-
to-business (B2B) market, which differs from the more common business-to-consumer
(B2C) market. In B2C markets, companies such as Allstate create awareness for their
products and communicate with consumers primarily through advertising and social
media. In B2B markets, insurance agents act as the primary mode of communication
between insurance companies and their business customers. Typically, FRI agents call on
human resource professionals in businesses, as they aim to influence these individuals to
include FRI products in the menu of insurance options that are made available to their
employees. Agents then earn commissions when employees in these businesses select
FRI for their insurance needs.

Low Core Transformational Leadership (Passage 2a)

Welcome to FRI! I have to say that the state of |State| has many businesses that
you can call on. In fact, the reality is that you can enter any company in |State| and
achieve your goals on your own. During this initial point of contact with you, I’d like to
bring two facts about working in the insurance industry as an FRI agent to your attention.

First, I believe in the power of recruitment. From day one, I will be focused on
recruiting new agents to join FRI, not on selling policies alongside you on the streets. In
fact, perhaps the most effective way I plan to enlarge FRI’s reach is through recruitment.
This means I will not be able to show you the most effective way to get results, so always
remember the job of selling is yours and yours alone.
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Second, in the insurance business, a lone wolf succeeds — that is, individuals
succeed. Not every FRI agent in |State| needs to actively sell policies, just a few hotshots.
If one agent falls short of his or her goals, another agent won’t be dragged down.
Furthermore, I don’t expect the strongest agents to help energize the not-so-strong. You
probably want to be part of something on your own and that's exactly what you can do as
an FRI agent. There will be no better feeling than being out in the field on your own. Go
get started!

High Core Transformational Leadership (Passage 2b)

Welcome to our team! I have to say that I foresee many opportunities available to
us in the |State| market. My dream is for you, your fellow FRI agents of |State|, and I to
enter companies across this state of ours and achieve our goals as a team. During this
initial point of contact with you, I’d like to share my vision of how I believe we can
succeed within the insurance industry as a team.

First, I believe in the power of leading by example. From day one, I will balance
my time between (a) recruiting new agents to join our team and (b) selling policies
alongside you on the streets. In fact, perhaps the most effective way I plan to inspire our
team is through demonstration. This means I will be able to show our team the most
effective way to get results, so always remember the job of selling is ours and not yours
alone.

Second, in the insurance business, a lone wolf does not succeed — instead, teams
succeed. We need our whole unit to actively sell policies, not just a few hotshots. If one
agent falls short of his or her goals, our whole team will be dragged down. Furthermore, I
expect the strongest agents in our group to help energize the not-so-strong. You probably
want to be part of something larger than yourself and that’s exactly what I envision
building for our team. There will be no better feeling than being a member of our
collaborative effort. Let’s get started!

Early-Stage Sales Performance Failure (Passage 3a)

Now please fast forward one month and suppose you fell short of earning |sales
goal|. That is, you missed your monthly income goal your first month as an FRI agent
since you did not earn |sales goal| in May. This means you failed to sell enough insurance
to earn commissions commensurate with your previous occupation's monthly salary.
Nevertheless, you should consider this performance record a relatively small number of
failed monthly income goals, seeing as it only represents one failed attempt to earn |sales
goal| a month.

Late-Stage Sales Performance Failure (Passage 3b)

Now please fast forward five months and suppose you fell short of earning |sales
goal| every month. That is, you missed your monthly income goal your first five months
as an FRI agent since you did not earn |sales goal| in May, June, July, August, or
September. This means you failed to sell enough insurance to earn commissions
commensurate with your previous occupation's monthly salary five months in a row. You
should consider this performance record a relatively large number of failed monthly
income goals, seeing as it represents a consistent pattern of failed attempts to earn |sales
goal| a month.
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Error Management Avoidance Condition (Passage 4a)

While actively discovering customers’ needs, it is likely that you will make errors.
In fact, many of these errors will result in you failing to hit your monthly income goals.
Try not to let this happen. Avoiding these errors and not missing your monthly income
goal is a good thing! Your initial months with FRI are meant for you to improve as an
insurance agent, and these mistakes are a negative part of this process!

Avoid making these mistakes and falling short of your monthly income goals
during your developmental months with FRI. It’s helpful to avoid these errors early in
your career when you’re interacting with potential customers. Likewise, it’s good to
avoid these errors and to avoid falling short of your monthly income goals while visiting
new businesses, as well as existing clients. Avoiding these errors while you’re in front of
customers is the best way to ultimately get better in the sales profession.

Remember, in the next month, avoid making these errors and falling short of your
income goal. In the long run, the more you avoid making these mistakes and avoid falling
short of your monthly income goals, the better you will be as an FRI agent by the end of
your onboarding experience.

Error Management Encouragement Condition (Passage 4b)

While actively discovering customers’ needs, it is likely that you will make errors.
In fact, many of these errors will result in you failing to hit your monthly income goals.
Do not worry when this happens. If you make these errors and miss your monthly income
goal, that’s a good thing! Your initial months with FRI are meant for you to improve as
an insurance agent, and these mistakes are a positive part of this process!

Be willing to make these mistakes and fall short of your monthly income goals
during your developmental months with FRI. It’s helpful to make these errors early in
your career when you’re interacting with potential customers. Likewise, it’s good to
make these errors and to fall short of your monthly income goals while visiting new
businesses, as well as existing clients. Making these errors while you’re in front of
customers is the best way to ultimately get better in the sales profession.

Remember, in the next month, be willing to make these errors and fall short of
your income goal. In the long run, the more willing you are to make these mistakes and
fall short of your monthly income goals, the better you will be as an FRI agent by the end
of your onboarding experience.

Error Management Control Condition (Passage 4c)

While actively discovering customers’ needs, keep in mind that your initial
months are meant for you to improve as an insurance agent.

During your developmental months with FRI, interact with potential customers.
Likewise, visit new businesses, as well as existing clients. Being in front of customers is
the best way to ultimately get better in the sales profession.

Remember, in the next month, the more you see customers the better you will be as an
FRI agent by the end of your onboarding experience.
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Appendix C: Measures for Study 2

Perceived Task Difficulty

(Adapted from Dixon, Spiro, and Jamil 2001; 1 = “Strongly Disagree” and 7 = “Strongly
Agree” for scale end-points. That which appears in square brackets was only visible to
participants in the late-stage sales performance failure conditions.)

If I were in this situation, I would reflect on this performance record and think my
failure[s] in May[, June, July, August, and September] is [are] likely attributed to...

1. ...the fact that FRI insurance sales calls are difficult for anyone who tries to
sell FRI products.

2. ...the fact that anyone would find selling FRI products in North America to be
a tough selling situation.

3. ...the fact that selling FRI products in North America is a difficult selling
situation.

Sales-Oriented Behavior Intentions
(Adapted from Saxe and Weitz 1982; 1 = “Never” and 7 = “Always” for scale end-

points.)

Moving forward, imagine that you are about to embark on your next month on the job.
Over the course of the next month, how frequently do you think you will...

1. ...emphasize dental insurance to human resource managers (since it is FRI's
most popular product) rather than spend a lot of time determining the exact
product that meets their firms' unique needs?

2. ...sell more expensive insurance options to human resource managers even if
it doesn't completely match the expressed preferences of their employees?

3. ...say what human resource managers want to hear, even if it’s not 100%
accurate?
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Appendix D: Manipulation Checks for Study 2

Manipulation Check for Core Transformational Leadership
(Adapted from MacKenzie, Podsakoff, and Rich 2001; 1 = “Strongly Disagree” and 7 =
“Strongly Agree” for scale end-points.)

Based on the above welcoming message from my State Agent Supervisor, I believe he or
she...

...has a clear understanding of where we are going.

...paints an interesting picture of the future for our group.
...appears to always be seeking new opportunities for the organization.
...inspires others with his/her plan for the future.

...will be able to get others committed to his/her dream.

...will lead by “doing”, rather than simply “telling.

...will provide a good model for me to follow.

...will lead by example.

...will foster collaboration among the organization’s employees.
10. ...will encourage the organization’s employees to be team players.
11. ...wants FRI employees to work together for the same goal.

12. ...will develop a team attitude and spirit among employees.

ARSI RO S e

Manipulation Check for Sales Performance Failure
(The text in square brackets was only visible to participants in the late-stage sales
performance failure conditions.)

On a scale ranging from 1 (small) to 10 (large), please respond to the following
statement.

1. I consider failing to meet my monthly income goal[s] in May[, June, July,

August, and September] to be a relatively number of failed monthly
income goals.

Manipulation Check for Error Management

(Adapted from Hughes et al. 2013; 1 = “Strongly Disagree” and 7 = “Strongly Agree” for
scale end-points.)

Based on the above statement from my State Agent Supervisor, I believe he or she...

1. ...encourages FRI agents in |State| to make errors.
2. ...encourages FRI agents in |State| not to make errors.

Manipulation Check Results for Study 2

The core transformational leadership, sales performance failure, and error
management manipulations were successful. As we expected, participants in the high
core transformational leadership conditions rated their manager to be more
transformational than those in the low core transformational leadership conditions (6.04
vs. 3.39, t=30.96, p <.001). In a similar fashion, participants in the late-stage sales
performance failure conditions considered failing to meet their monthly income goals in
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May, June, July, August, and September to be a larger number of failures than those in
the early-stage sales performance failure conditions whose failure was limited to the
month of May (8.64 vs. 2.87, t = 34.72, p <.001). Finally, participants in the error
encouragement conditions perceived that their manager encouraged errors more than
those in the error avoidance (5.39 vs. 1.40,  =29.15, p <.001) and control conditions
(5.39 vs. 3.49, t=12.09, p <.001).
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Introduction

According to the Bureau of Labor Statistics (2013), 11% of workers in the United
States are in sales and related occupations. This statistic makes sales the second largest
industry in the U.S. economy, so it should be no surprise that U.S. companies spend over
$800 billion per year on sales forces (Zoltners, Sinha, and Lorimer 2013). However, this
dollar amount could be reduced substantially if the industry was less fluid. Estimates
suggest that more than 20% of workers in sales leave their companies each year (Darmon
2008; Oyer 1998), a turnover percentage that far exceeds the national average. Such
exodus adds significantly to companies’ bottom lines by way of recruiting and new hire
training costs (Futrell and Parasuraman 1984). Since sales agents typically get paid for
performance (e.g., by commission), they are relatively inexpensive to employ, but
expensive to hire and train. This concept is analogous to the heuristic that acquiring new
customers is costlier than retaining existing customers (Reichheld and Sasser 1990).
Companies’ top lines take a hit from sales force turnover as well, since missed sales
opportunities can accumulate after agents leave their companies due to insufficient floor
coverage in retail stores and vacant territories in field sales (Darmon 1990). It follows
that sales force turnover hurts both bottom and top line results.

In turn, researchers have sought to predict sales force turnover so it can be
remedied, with most inquiry thus far focused on individual-level predictors (see Table 1).
A consistent finding from this research is that job satisfaction and organizational
commitment are inversely related to agents’ propensities to leave their companies (e.g.,

Brown and Peterson 1993; Futrell and Parasuraman 1984; Singh 1998). But research



Table 2.1: A Representation Of Empirical Studies On Sales Force Turnover

Authors Year Relevant Predictors  Criterion Research Design Analytic Technique
Futrell and Parasuraman 1984  JS and PERF Propensity to leave  Cross-sectional Regression

Lucas et al. 1987 JS Turnover Duration Lagged Regression

Johnston et al. 1990 OC and PTL Turnover Lagged Structural equation model
Sager 1991 JS and PTL Turnover Lagged Discriminant analysis
Brown and Peterson 1993 JS, OC, and PERF Propensity to leave ~ Cross-sectional Meta-analysis

Tyagi and Wotruba 1993 JS and OC Propensity to leave  Lagged Cross-lagged correlation
MacKenzie et al. 1998 IS, OC, and PERF Turnover Lagged Structural equation model
Singh 1998 JS and OC Propensity to leave ~ Cross-sectional Regression
Chandrashekaran et al. 2000 PTL Turnover Duration Lagged Hazard model
Alexandrov et al. 2007 JS and OC Propensity to leave ~ Cross-sectional Structural equation model
Tang et al. 2014  OC Turnover Lagged Structural equation model

Notes: In column (3), JS = job satisfaction; PERF = performance; OC = organizational commitment; and PTL = propensity to leave. In column (4), “Propensity
to leave” means the study’s criterion was an agent’s self-reported intention to turnover; “Turnover” means the study’s criterion was a dummy variable that
indicated whether or not an agent had exited by the end of the study; “Turnover duration” means the study’s criterion was the length of time an agent stayed with
a company before exiting. In column (5), “Cross-sectional” means the study analyzed data from a single point in time; and “Lagged” means the criterion data
were collected sometime after the predictor data. In column (6), the primary analytic techniques used in the studies are identified. The table is not an exhaustive
list of studies; rather, it is a representation of the research on sales force turnover that exists in the literature.
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attention has waned in recent years and scholarship on sales force turnover has not

advanced past these initial insights. More detrimental, this research has been critiqued
(see Chandrashekaran et al. 2000; Lucas et al. 1987; Sager 1991; Tyagi and Wotruba
1993) for its focus on agents’ self-reported propensities to leave rather than actual
turnover and its reliance on cross-sectional data. In this essay, we aim to answer the call
for a “broadening of the traditional research focus to include... environmental
determinants of salesforce [sic] turnover” (Lucas et al. 1987, p. 56) and to overcome the
literature’s criticisms by studying a unique, longitudinal dataset from a U.S. household
durables retailer.

Specifically, we focus on the effects of peers (i.e., coworkers) and managers on
sales force turnover over time. Such an extension accounts for interdependencies among
agents’ turnover decisions as well as the dynamic nature of sales force turnover. In
contrast, previous research assumes that agents make turnover decisions independently
and fails to examine the influence of predictors over the course of agents’ tenures. Why
might sales force turnover be an interdependent process and why might predictors vary
over time? Social information processing theory holds that cues in our environments
influence our perceptions, attitudes, and behaviors, depending on the relevance and
salience of such cues, which is likely to vary temporally (Salancik and Pfeffer 1978).

The social cues we consider herein are the number, seniority, and performance of
exiting peers, the gender and ethnic diversity of sales districts, and the core
transformational leadership behaviors of managers (i.e., the degree to which managers
articulate a vision, lead by example, and foster the acceptance of group goals;

MacKenzie, Podsakoff, and Ahearne 1998). While sparse research in the management
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literature supports the relationship between peer exits and employee turnover (e.g., Felps

et al. 2009; Krackhardt and Porter 1986), many extensions exist that could advance the
sales force turnover literature.

From a conceptual standpoint, the first need is a comprehensive study of social
effects on turnover in sales, which differs from the service settings already studied in
management. As is well known, several characteristics of sales make it distinct from
other contexts (Churchill, Ford, and Walker 1974). Second, Felps et al. (2009)
recommend studying peer exits alongside “leadership quality” (p. 557), since doing so
allows the researcher to identify how these two influences act in concert. Thus far, the
influence of managers on sales force turnover is mixed, with some studies finding an
effect (e.g., Eisenberger et al. 2002) and others not (e.g., Johnston et al. 1990; Lucas et al.
1987). Third, the influence of peers and managers on sales force turnover has not been
studied longitudinally to understand when these reference points are most important in
agents’ tenures. Such an exercise has the potential to uncover meaningful nuance and to
explain the inconsistencies reported in the literature.

The remainder of this essay is organized as follows. First, we review the extant
literature on sales force turnover, motivate the research problem being addressed, and
outline social information processing theory. Then, we build a set of formal hypotheses,
describe the empirical context within which we collected data, and detail the variables
under investigation. We follow this setup with a summary of the method and results, and
we conclude with a discussion of substantive contributions, limitations, and directions for

further research.
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Theoretical Background
The Sales Force Turnover Literature

Table 1 summarizes the sales force turnover literature with a chronological list of
representative articles and characterizes these empirical studies along four lines: relevant
predictors studied, criterion variables assessed, research designs employed, and analytic
techniques applied. In what follows, we argue that the literature would benefit from
evolving along these lines and position this essay at the forefront of each.

To begin, research until now has primarily focused on individual-level predictors
(e.g., job satisfaction, organizational commitment, performance, and propensity to leave)
of sales force turnover (see Table 1, column 3). Early work found job satisfaction to be an
“important influence on the decision to leave...for low performers” (Futrell and
Parasuraman 1984, p. 38). Brown and Peterson’s (1993) meta-analysis found job
satisfaction to have an indirect effect on agents’ propensities to leave their companies
through organizational commitment. MacKenzie, Podsakoff, and Ahearne (1998) found
job satisfaction and performance to be inversely related to turnover with a sample of
insurance agents.

These studies consider turnover, in the words of Pfeffer (1991, p. 795), to be “the
consequence of an individual decision process, with the individual acting in isolation.” It
is a necessary foundation to establish, but research on sales force turnover is now at a
standstill in this respect. A review of the marketing literature since the turn of the 21%
century shows that studies continue to focus on job satisfaction and organizational
commitment (e.g., Alexandrov, Babakus, and Yavas 2007; Tang et al. 2014), with no new

findings to boot. This essay aims to reinvigorate the literature by studying how social
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effects influence sales force turnover, a posture that moves from micro-level research to

meso-level research, where “individuals are studied in their social contexts” (Felps et al.
2009, p. 545).

With respect to the criterions that researchers have studied (Table 1, column 4),
they fall into three categories. “Propensity to leave” is an agent’s self-reported behavioral
intention to leave a company, which researchers have often used as a surrogate of actual
turnover (e.g., Brown and Peterson 1993). “Turnover” is a dummy variable that equals
one for agents who exit a company during a given study period, zero otherwise (e.g.,
Johnston et al. 1990). “Turnover duration” is the length of time agents stay with a
company before exiting (e.g., Chandrashekaran et al. 2000).

It should be clear that turnover-duration data are more granular than the others,
but as can be seen from Table 1 most studies stop short of analyzing this type of data.
Should researchers continue down this path or does the information available in turnover
duration make it deserving of more attention? Intuition and research provide direction.
First, factors such as a lack of alternative employment options interrupt the withdrawal
process, so there is no question that propensity to leave is an imperfect surrogate of
turnover. Second, Chandrashekaran et al. (2000) found that the relationship between
propensity to leave and turnover duration is non-linear, dependent upon information that
propensity to leave measures do not capture (i.e., uncertainty). As such, meaningful
information is lost when researchers study propensity to leave as a criterion in place of
turnover duration. But even still, research supports the predictive reliability of agents’
propensities to leave (Johnston et al. 1990; Sager 1991). Is propensity to leave not good

enough?
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The answer lies in the realm of research design (Table 1, column 5). With a

lagged research design, Tyagi and Wotruba (1993) found propensity to leave to be a
stronger predictor of future period job satisfaction and organizational commitment than
vice versa. This result suggests that the causal order of traditional withdrawal models can
also work backwards, thereby bringing the results of previous cross-sectional studies into
question. By contrast, since turnover marks an agent’s departure from a company,
comparable reverse-causality arguments cannot be made for lagged research designs that
examine turnover duration, an advantage that makes it superior to propensity to leave.

How does turnover compare to turnover duration? For this contrast, the research
questions these criterions allow researchers to address provide direction. Being an agent-
level variable, turnover data only allow researchers to answer static research questions.
For instance, researchers can compare the profiles of stayers and leavers, but cannot
uncover whether different factors influence agents to leave during different tenure stages
(i.e., months 1-6, 7-12, etc.). For this research question to be addressed, turnover-duration
data need to be paired with an appropriate analytic technique.

As can be seen in Table 1 (column 6), the most popular analytic techniques used
to study sales force turnover are structural equation modeling and regression. In fact,
researchers have used these methodologies to analyze all three types of criterions
introduced above. With regression analysis, Futrell and Parasuraman (1986) examined
the interaction of job satisfaction and performance on propensity to leave. Johnston et al.
(1990) used a structural equation model to link propensity to leave to turnover. Finally,
Lucas et al. (1987) analyzed turnover-duration data in a regression framework, finding

that tenure and education influence the length of time agents stay with a company before
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exiting. However, these standard procedures have limitations that do not allow them to

handle time-varying predictors, a feature that only hazard models can accommodate
(Allison 1984). For the purposes of this essay, since many of the variables under
investigation are time-varying covariates, a hazard model is needed.

Summing up, we have argued that the literature would benefit from extending
beyond the study of individual-level predictors to understand the influence of social
effects on sales force turnover. Building from the strong foundation that previous
research has established, we utilize a hazard model to analyze a longitudinal dataset with
turnover duration as the criterion of interest. Next, we introduce the concept of social
effects and acknowledge the identification challenges that need to be overcome to study
this phenomenon.

Social Effects and Identification Challenges

Far from operating in a vacuum, agents enter sales forces made up of peers and
shared institutional environments. Given this context, social effects arise when
interdependencies between individuals’ decisions exist (Brock and Durlauf 2001).
Following Manski (1993), social effects can come in three forms (endogenous effects,
contextual effects, and correlated effects), which all have the potential to drive sales force
turnover in a neighborhood of agents, such as a sales district. Endogenous effects are at
play when the actions of peers influence agents’ decisions to stay or leave. The
mechanism through which this influence operates can vary, but candidates include
contagion, conformity, and social learning (Young 2009). For example, if the mechanism
were social learning, hearing that the “grass is greener on the other side” from peers who

have exited could be what is driving endogenous effects. Nevertheless, irrespective of the
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underlying mechanism, endogenous effects imply that agents perceive quitting to be a

better decision as peers quit. Contextual effects, on the other hand, arise ex ante when the
exogenous characteristics of agents in a sales district compositionally contribute to
turnover. In this respect, it is the makeup of agents in a sales district that drives sales
force turnover, not the actions of peers. For example, contextual effects would be at play
if turnover rates were higher in more demographically diverse sales districts. Finally,
correlated effects occur when the risk of turnover for agents and peers varies because of
some third variable. Rather than contagion, conformity, social learning, or the exogenous
characteristics of agents, exodus from a sales district may be a function of some common
factor, such as a manager’s poor leadership skills.

An important note is that these social effects must be teased out from one another
for identification purposes, as research cannot attribute turnover rates in neighborhoods
of agents to endogenous, contextual, or correlated effects without controlling for the
others. To demonstrate this point graphically, Figure 1 plots the influence of these social
effects on sales force turnover in a hypothetical sales district composed of four agents:
Jane A, Jane B, John C, and John D.

For each exit represented in the plot by an “X”, multiple explanations are readily
available. Take the departure of John D in period one, for example. While his exit cannot
be attributed to endogenous effects, because none of his peers exited during his tenure,
contextual effects and correlated effects are possible. First, since contextual effects arise
from the composition of agents in a risk set,' they could explain John D’s exit if gender

diversity (captured by Blau’s [1977] index of heterogeneity) inhibited the social

! Risk sets include agents who are at risk of turnover at a given point in time.
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cohesiveness of his work group and influenced his decision to leave. Second, since

correlated effects occur when a common third variable influences individual behavior,
they offer an alternative explanation if John D’s exit was a function of his manager being
incompetent. In either case, this example shows why research designs that fail to measure

all three forms of social effects run the risk of making Type I and Type II errors.
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Figure 2.1: Plot of Social Effects

These social effects from peers to agents do not operate in a vacuous environment
either, though. For example, turnover rates need not be monotonic over time (agents’ risk
of turnover may start low, gradually increase, and then decrease). Further, social effects
may not be linearly related to turnover rates, as would be the case if sequentially exiting
peers influenced remaining agents differently. A model that takes into account the
interdependent, dynamic, and non-linear nature of sales force turnover among agents is
therefore needed to identify social effects. We build such a model in the method section,
but first outline social information processing theory, a framework that supports the role

of social effects in agents’ decisions to stay or leave.
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Social Information Processing Theory

The central premise of social information processing (SIP) theory deviates from
traditional models that “emphasize individual dispositional explanations for behavior
rather than situational factors” (Salancik and Pfeffer 1978, p. 224) and recognizes that
individuals adapt to their social contexts. Accordingly, social effects fit well into this
framework, being that they aim to explain why “individuals belonging to the same group
tend to behave similarly” (Manski 1993, p. 532). In the words of SIP theory, individuals
selectively perceive and interpret social information in their environments, which in turn
influences their perceptions, attitudes, and behaviors (Salancik and Pfeffer 1978; Zalesny
and Ford 1990).

From a social effects perspective, actions and attributes of peers, as well as
institutional factors that commonly influence individuals’ behaviors correspond to
endogenous, contextual, and correlated effects, respectively, and represent the social
information from SIP theory that individuals perceive and interpret. Further, within these
three sources of social information, SIP theory tells that individuals perceive and interpret
the social cues in their environments that are salient (i.e., easily perceived) and relevant
(i.e., unambiguously interpretable; Salancik and Pfeffer 1978). We rely on these two
criterions to guide the social stimuli we study and to hypothesize at which time during the

sales force socialization process these cues should play particularly influential roles.
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Hypotheses Development
In this section, we build formal hypotheses with respect to the influence of social
effects on agents’ risk of turnover. As can be seen in Figure 2.2, these hypotheses pertain

to endogenous, contextual, and correlated effects.

Time
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Figure 2.2: Conceptual Model

Endogenous effects. Endogenous effects emit from instances of peer turnover and
imply that agents perceive quitting to be a better decision as peers quit. In support of
such, Krackhardt and Porter (1986) found that the turnover patterns among employees of
three fast food restaurants travelled predictably through their advice networks rather than
stochastically, suggesting that turnover spreads like an epidemic. Relatedly, Felps et al.
(2009) found the turnover of individual employees to be related to the job search

behaviors of peers. We propose that the cumulative number of peers who exit will, in
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some manner (e.g., contagion, conformity, or social learning; Young 2009), influence

agents to leave. In addition, we also expect the seniority and performance of peers who
exit to contribute to agents’ decisions to stay or leave. From a SIP theory perspective,
these attributes of peers who exit should affect the salience and relevance of an exit.
Since high performers are celebrated in sales forces and found at the top of performance
rankings, they should be top-of-mind for agents. Similarly, the salience of senior peers
should be higher insofar as seniority carries with it more time for strong relationships to
form. When these peers leave, it should stand out in the sales force. The exits of high
performing, senior peers should also be more relevant (i.e., unambiguous), since the
decisions of these peers more readily signal the superiority of alternative employment
options. Whereas low performers and rookies can be expected to quit for idiosyncratic
reasons, high performers and senior peers are more likely to leave on the basis of rational

judgments. The following hypothesis stems from this reasoning:

HI: As the (a) cumulative number of peer exits, (b) seniority of exiting peers, and

(c) performance of exiting peers increase, an agent’s risk of turnover increases.

However, the salience and relevance of peer exits need not be uniform across the
sales force socialization process. Sociological research supports the notion that
individuals rely on observations of others’ actions more so after they become acquainted
with them (Jackson, Stone, and Alvarez 1992; Newcomb 1961). Similarly, SIP theory
holds that in order to “obtain information from an environment, the individual must orient
himself to aspects of that environment” (Salancik and Pfeffer 1978, p. 228). As such, we
propose that endogenous effects will grow stronger as the sales force socialization

process progresses. As agents become more familiar with the peers around them, the
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salience and relevance of peer exits should increase. For a newcomer, a peer’s exit may

go unnoticed and the performance level and seniority of that peer may be unknown, but
these attributes of peer exits should be easier to recall and should be more interpretable as

agents gain experience. Therefore, we hypothesize:

H?2: The effects of the (a) cumulative number of peer exits, (b) seniority of exiting peers,
and (c) performance of exiting peers on an agent’s risk of turnover will grow stronger as

the sales force socialization process progresses.

Contextual effects. Exogenous characteristics of individuals produce contextual
effects when they compositionally contribute to individual behavior in a group. In this
regard, organizational research has studied the adverse effects of demographic diversity
on social integration and turnover (e.g., O'Reilly, Caldwell, and Barnett 1989). The
central premise of this relational demography literature is that “differences among group
members have a negative impact on group functioning” (Harrison, Price, and Bell 1998,
p- 96). This lack of functionality in turn acts as a catalyst of turnover in neighborhoods of
employees. In a sales district of agents, for instance, we could expect diversity with
respect to characteristics such as gender and ethnicity to increase the likelihood with

which its agents turnover. Accordingly, we hypothesize the following:

H3: As the (a) gender and (b) ethnic diversity of peers increase, an agent’s risk of

turnover increases.

Yet, again, there is reason to believe that contextual effects will vary over time.
Whereas the overt characteristics that give rise to contextual effects tend to play an

important role in initial judgments, experiences with out-group members tend to weigh
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heavier as time progresses (Turner 1987). This supposition is central to the contact

hypothesis, which holds that “intergroup contact tends to produce better intergroup
attitudes and relations” (Amir 1969, p. 319). The assumption, of course, is that repeated
exposure to out-group members over time brings rise to underlying commonalities that

enhance social integration. Based on this assumption, we hypothesize the following:

H4: The effects of the (a) gender and (b) ethnic diversity of peers on an agent’s risk of

turnover will diminish as the sales force socialization process progresses.

Correlated effects. When institutional factors influence the individual behavior of
group members, correlated effects exist, and arguably one of the most salient and relevant
factors of this kind in sales force settings is the leadership of managers. From the lens of
core transformational leadership research (e.g., MacKenzie, Podsakoff, and Rich 2001),
managers can alter their agents’ social environments by way of articulating a vision,
leading by example, and fostering the acceptance of group goals. Notably, these three
components are pertinent to the study of social effects, as they cover both auditory and
visual spectrums of the stimuli agents receive from managers.

Managers who articulate a vision, inspire agents by giving them a clear,
interesting picture of what their future could look like in a company. Those who lead by
example, give agents a role model of desired behavior, thereby showing them how they
can sell effectively. Finally, managers who foster the acceptance of group goals, create
sales environments that offer social support and provide a team atmosphere. In all three
cases, managers construct a social environment that brings meaning to sales, focuses

agents’ attention on positive aspects of sales, and connects sales to desired outcomes. As
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such, we expect the degree to which managers practice these components of core

transformational leadership to reduce the likelihood with which agents quit. Formally:

H5: The more a manager (a) articulates a vision (b) leads by example, and (c) fosters the

acceptance of group goals, the more an agent’s risk of turnover decreases.

When will the influence of managers be most salient and relevant during the sales
force socialization process? SIP theory suggests that individuals’ sense making activities
are heightened when social settings are novel, as is the case for new work environments
(Salancik and Pfeffer 1978). Given the relatively high frequency of contact between
managers and new hires during their initials days on the job, managers are considered
both salient and relevant early on. The imprinting hypothesis (Stinchcombe 1965) further
suggests that new hires are likely to follow and be susceptible to the influence of
managers, much like geese flock to the first object they see move (Gast and Patinka
1983). In this respect, we propose that correlated effects emanating from managers will

diminish over an agent’s tenure. Subsequently:

H6: The effects of the extent to which a manager (a) articulates a vision, (b) leads by
example, and (c) fosters the acceptance of group goals on an agent’s risk of turnover will

diminish as the sales force socialization process progresses.

Research Design

Empirical Context
The empirical setting is a national retailer located in the United States. It sells

durable goods in stores that geographically span 962 zip codes and are organized into 80
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company-defined districts. Each district is overseen by a manager and covered by the

retailer’s agents. The study period spans 40 months (October 2010 — April 2013), during
which time the retailer employed a total of 3,832 agents.

These agents are paid based on 5% commissions from the sale of the retailer’s
products. Yet agents also have monthly quotas, which quantify the retailer’s expectations
for agent-level dollar sales each month. The retailer’s quota-setting process has two steps.
First, districts are assigned monthly quotas based on factors such as same-district dollar
sales in the same period last year. Second, district quotas are divvied up among agents
based on their scheduled hours and store locations. If districts hit their quota, district
managers, who are otherwise paid a salary, receive a bonus.

Data

The data stem from internal (e.g., personnel records and manager assessments) as
well as external sources (e.g., the U.S. Census) that span across the 40-month study
period. The personnel records were extracted from the retailer’s human resource and
performance-tracking databases. The manager assessments were collected monthly and
included measures of core transformational leadership.

While most of the sources are secondary (e.g., the personnel records and U.S.
Census data), the manager assessments are primary. Despite the retailer’s best efforts to
gain uniform adoption, non-response still arose. While 80% of the district managers
completed at least one of the monthly surveys, they only completed the assessment 19%
of the time across periods. In order to gauge whether these non-responses bias the
sample, we tested whether the aggregate performance of districts (i.e., sales-to-quota)

overseen by non-responding managers differed from those overseen by responding
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managers. If non-responders oversee relatively poorer performing districts, for instance,

it would be false to assume that the data are missing at random and the results of
subsequent analyses could be biased. Nevertheless, the performance of these two groups
is not substantively different (non-responders = .94 vs. responders = .92), thereby
calming concerns related to non-response bias. Next, we will outline the variables
included in the three data sources being exploited in this essay (see Table 2.2 for a
summary).

Personnel records. The data extracted from the retailer’s human resource and
performance-tracking databases include the following variables. Female is coded one for
females, zero for males. Ethnicity is coded one for white, two for black, three for Asian,
four for Hispanic, and five for all other ethnicities. These categorical variables allow us to
form diversity scores for gender diversity and ethnic diversity, using Blau’s (1977) index
of heterogeneity, which is defined as (1 — ZP;?) at month ¢, where P is the proportion of a
district’s agents in a category and i is the number of categories (i.e., two for gender and
five for ethnicity).

Staying within the human resource database, Aire date documents an agent’s first
day as an employee and exit date documents an agent’s last day as an employee (for non-
censored cases, missing otherwise). From this information, turnover duration, our
dependent variable of interest, is updated monthly as the difference between the last day
of'a given month (or an agent’s exit date, whichever comes first) and an agent’s start
date; cumulative number of peer exits is updated monthly as a count of the number of
peers who have exited an agent’s district between an agent’s start date and the end of

month ¢ (or the day before an agent’s exit date, whichever comes first); and seniority of



Table 2.2: Variable Definitions

Variable Description Variable Level
Individual Characteristics
Female A dummy variable equal to one for females, zero otherwise. Agent
Ethnicity A set of five dummy variables denoting ethnicity (white, black, Hispanic, Asian, other). Agent
Endogenous Effects
Cumulative Number of Peer Exits The number of peers that have exited an agent’s district between an agent’s start date and the end of .
month t (or the day before an agent’s exit date, whichever comes first). Agent-time
Seniority of Exiting Peers The average experience of peers who exited an agent’s district between the beginning of month #-1 Acentt
and the end of month # (or the day before an agent’s exit date, whichever comes first). gent-ime
Performance of Exiting Peers The average performance of peers who exited an agent’s district during month #-1, with the average Agent-time

Contextual Effects
Gender Diversity

Ethnic Diversity

Correlated Effects
Articulating a Vision

Leading by Example

Fostering Group Goals

performance of these peers calculated over their entire tenure.

Blau’s index of heterogeneity for gender (1 — XP;?) in month 7, where P is the proportion of an agent’s
peers in a category and i is 2 (male, female).

Blau’s index of heterogeneity for ethnicity (1 — XP;%) in month ¢, where P is the proportion of an
agent’s peers in a category and 7 is 5 (white, black, Hispanic, Asian, other).

District-time

District-time

The extent to which a manager articulates a vision, averaged across all of a manager’s monthly

responses and applied to all agents in a manager’s district. District
The extent to which a manager leads by example, averaged across all of a manager’s monthly District
responses and applied to all agents in a manager’s district.

The extent to which a manager fosters the acceptance of group goals, averaged across all of a District

manager’s monthly responses and applied to all agents in a manager’s district.

69
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peers who exit is updated monthly as the average tenure of peers who exited an agent’s

district between the beginning of month #-1 and the end of month # (or the day before an
agent’s exit date, whichever comes first).

From the retailer’s performance-tracking database, agents’ monthly performance,
defined as the dollar amount they sold in a given month divided by the quota assigned to
them, is available. As mentioned previously, quotas are assigned at the district level and
divvied up among agents based on their scheduled hours and store locations. Thus,
agents’ quotas constitute the retailer’s expectations for dollar sales each month for a
given agent and sales-to-quota represents an agent’s performance relative to expectations.
It is a measure of performance with a history of use in the sales literature (e.g., Ahearne
et al. 2008). From this information, the performance of exiting peers is updated monthly
as the average performance of peers who exited an agent’s district during month #-1, with
the average performance of these peers calculated over their entire tenure.

Manager Assessments. We also leverage information the retailer collected from
its district managers on a monthly basis. In particular, district managers were asked to
record the management behaviors they practice in a structured survey. Within it, multi-
item scales adapted from MacKenzie, Podsakoft, and Rich (2001) were used to measure
the three components of core transformational leadership: articulating a vision, leading
by example, and fostering the acceptance of group goals. These scales are included in the
appendix. In all three cases, the measures we use are averaged across all of a manager’s

monthly responses and applied to all agents in a manager’s district.
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U.S. Census data. As a control for the economic climate in agents’ external

environments, we rely on the unemployment rate in a district at month ¢, collected from

the U.S. Census Local Area Unemployment Statistics program.

Method

In this section, we outline a duration model that aims to identify the influence of
social effects on sales force turnover by statistically separating out endogenous,
contextual, and correlated effects.

Model Rationale

Duration models have become the method of choice for employee turnover
empiricists (e.g., Becker and Cropanzano 2011). Foundationally, they assess and quantify
the influence of covariates on agents’ risk of turnover, using tenure as the criterion of
interest. This setup distinguishes between agents who quit at different times, thereby
extending beyond logistic regression, which uses dichotomous turnover as a criterion. It
also accounts for right-censored data, which may arise due to the end of a study period or
involuntary turnover, by leaving censored agents in the analyses during their tenures.
Next, we build from a time-invariant setup to a time-varying, piece-wise hazard model.
Time-Invariant Duration Model

We are interested in examining social effects and their influence on sales force
turnover. Also, we are interested in assessing the relative influence of peers and managers
on the turnover rates of agents. To this end, we model turnover following prior literature
on social effects (Brock and Durlauf 2001; Sirakaya 2006). Our dependent variable is

tenure duration (in days); thus, we examine factors affecting the likelihood with which an
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agent will transition out of the retailer. Let us assume that an agent i joins the retailer at

time t = 0. Let T denote the period of time the given agent serves the retailer starting
from the time of entry. Let the probability that agent i exits prior to any time, P(T < t),
be represented as the function F(t). Thus, for any given interval, §t, the probability of an
agent quitting at time t + 8t is given by:

PE<T<t+6t T=t)
PE<T<t+6tIT>t) = BT D (1

Hence, the hazard function of an agent turnover can be defined as,

Pe<T<t+6t, T=t) F' (@)

= i - 2
A = limy 5t 1-F(D) @
And the corresponding survival function S(t) is defined as
t
S(t)=1—-F(t) =exp l—f l(z)dzl, 3)
0

The proportional hazard specification for an individual i with covariate vector z;
is given by
A(t, z;) = A9 (t) exp(0'z), 4)
where A, (t) is the baseline hazard function at time ¢ that is assumed to be distributed
according to a parametric distribution and 6 is a vector of unknown parameters that is to
be estimated. It should be noted that this model does not account for time-varying
covariates or parameters. Again, we are first discussing the construction of a time-

invariant model and then extending it to a time-variant model.
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The hazard of a given agent i to turnover is assumed to be influenced by the

agent’s individual characteristics (x;), the subjective expectation of agent i about the
behavioral characteristics of peers (W_;4), the general characteristics of peers who are
supervised by the same manager as agent i (v_;4), and district-level characteristics (u;4).
The —i subscript denotes that the variable is calculated for peers, excluding agent i. It
should also be noted that managers singly oversee districts. Hence, manager- and district-
level parameters can be used interchangeably. The vector x; comprises the gender and
ethnicity of the agent. The vector w_;; comprises the agent i’s subjective expectation of
the behavior of peers who quit at any given time period (month). Specifically, it captures
the expectation of the quitting behavior of peers (measured as the cumulative number of
agents who have quit), the expectation of the turnover for peers (measured as the mean
time to quit for the peers in a given time period), and the expected performance of peers
(measured as the average performance of quitting peers agents in the previous time
period). We take the performance of the peers in the time period #-1, as it is the metric of
performance that agents use to base their subjective expectations of the performance of
peers. The current time period’s performance is not known to the agent to arrive at the
subjective expectations. It is assumed that agents are not transferred during the time
period of the study, an assumption that is supported in the data.

The vector v_;; comprises the characteristics of the peers in a given district and
under the same supervisor. It mainly measures the heterogeneity prevalent across peers
measured as the diversity in gender and ethnicity. The vector u;4 is represented here as
leadership characteristics, namely articulating a vision, leading by example, and fostering

the acceptance of group goals. We also include the unemployment rate in the district to
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account for any variation in the labor environment, thus controlling for macroeconomic

changes.
Given these factors that could possibly influence the agent’s turnover, we can
rewrite the hazard function in (4) as a function of these covariates.
A(t, X4, Woia, V—ia, Uia) = Ao(t) exp(a'x; + Biw_iq + B2V_ia + B3tia) (%)
where «, B4, B, and B5 are the vector of unknown parameters. The probability that agent
i quits by duration t could then be written as:

F(t] x;, Woiq, V—iq, Uiq) (6)
=1 — exp[—Ao () exp(a’x; + exp(a’x; + Biw_ig + B3v_ia + Biwia)],

where Ay = | Ot Ao(2)dz is the baseline hazard.
Hence, the density for the time to quit of an agent would be:

fQl xi, W_ia, Vg, Uia) = Ao(8) exp(a'x; + BiW_ia + B2V-ia + B3lia)
(7)
exp[—Ao(t) exp(a'x; + fiw_ia + B3V-ia + B3tia)]
Thus, the expected time to quit for any agent conditional on the individual, peer,

district, and manger characteristics is:

F(t| x5 W_ig, V_ig, Uig)

! ! ! ! 8
=1 — exp[—Ao(t) exp(@'x; + BiW_iq + Bavosa + Biudl, )

0]

E(t] x; W_ig, V_ig, Uig) = f tf (| x; Weig, Voig, uig)dt )
0

Identification of the peer effects is an important issue in social interaction models,
since it is difficult to delineate the individual effects from the group effects as they might
be correlated (Brock and Durlauf 2001). Using a hazard specification addresses the

reflection problem discussed by Manski (2000) because the richness of the panel data



75
allows us to specify the likelihood of the agent quitting as a function of the peers’ recent

turnover behavior. Specifically, we assume that all agents have rational expectations
based on the quitting behavior of peers at every time period. When agents directly
observe the turnover of peers, it has a direct influence on their risk of turnover. Moreover,
agents also observe the characteristics of exiting peers, such as their historical
performance and their length of experience with the organization that also influences the
agents’ propensities to quit.
Time-Variant Model

It should be noted that Equation 5 assumes that the hazard of agents quitting at
time t is proportional to the baseline hazard. The important explicit assumption made in
the model is that of the baseline hazard specification. There is a particularly important
problem with estimating the hazard model directly. That is, since we do not have any
prior institutional knowledge that could indicate the distribution of the baseline hazard,
we cannot adopt the semi-parametric proportional hazard specification. The proportional
hazard model overcomes this shortcoming of calculating the baseline hazard by assuming
a constant ratio of hazards for any two agents with distinct values of covariates.
Nevertheless, the standard proportional hazard specification has only a time-constant
proportional hazard; thus, it does not account for changes in the values of covariates over
time. Hence, we estimate a piece-wise continuous hazard model with step-functions that
help us attain consistent and efficient estimates without increased computational
complexity. Specifically, we account for the time-varying nature of the covariates in our
model and also allow our estimated coefficients to vary over time. Specifying the

coefficients as time varying B (t), also helps us capture changes in the marginal effects



76
over time. For example, the values of the number of peers or the compositional

characteristics of the peers (e.g. diversity in terms of gender or ethnicity) change over
time and the effects of these changes would be ignored if we did not account for the time-
varying nature of these variables. We specify the model as piecewise regression by
specifying each of the covariates with time-varying coefficients according to the

following functional form:

ﬁk(t) = Z ﬁnk I(t > T)r (10)

where T is defined as 0, 6, 12, 18, 24, 30, or 36 months and I is an indicator function that
takes the value of 1 when the condition is satisfied. This piecewise estimation is in-line
with the institutional context of the retailer under study, since it subjects agents to

biannual appraisals, calculated from the time of entry.
Results

Measurement Model and Aggregation

We evaluated the dimensionality and validity of the core transformational
leadership components (i.e., articulating a vision, leading by example, and fostering the
acceptance of group goals) captured in the manager assessment by means of a multilevel
confirmatory factor analysis (Dyer, Hanges, and Hall 2005). Overall, the three-
component factor model fit the data adequately (x> = 2085.8, d.f. = 126, root mean square
error of approximation = .07). In addition, we ran Fornell and Larker’s (1981) tests for

convergent and discriminant validity and found further support for a three-factor model.
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The descriptive statistics in Table 2.3 include the reliability and validity estimates that

informed these tests.

Table 2.3: Descriptive Statistics

Reliability and Validity

Variable Range Mean Estimates
Female 0 = male, 1 = female 31
1 = white, 2 = black
Ethnicity 3 = Hispanic 1.44
4 = Asian, 5 = other
Unemployment Rate 4.33-14.30 8.21
Cumulative Number of Peer Exits 0-71 6.70
Seniority of Exiting Peers (days) 0-5068 605.99
Performance of Exiting Peers 0-5.22 35
Gender Diversity 0-.50 .40
Ethnic Diversity 0-.73 .38
Articulating a Vision 3.20-7 6.00 o=.83,CR=.92, AVE = .69
Leading by Example 4.33-7 6.42 a=.83,CR=.78, AVE=.55
Fostering the Acceptance of 2757 6.24 a=.87,CR=.88, AVE =.64

Group Goals

Notes: In column (4): Reliability and validity estimates only apply to latent variables; o = Cronbach’s

alpha; CR = composite reliability; and AVE = average variance extracted.

While the core transformational leadership scales in the manager assessments

pertain to chronic management styles (i.e., general tendencies to articulate a vision, lead

by example, and foster the acceptance of group goals), managers’ responses may have

varied temporally if their approaches to leadership changed over the course of our study.

In order to test whether consistency across managers’ multiple responses was sufficiently

high, we calculated indexes of within-group agreement (articulating a vision: median r,,

= .91, ICC[1] = .99, and ICC[2] = .99; leading by example: median ry, = .96, ICC[1] =

.97, and ICC[2] = .97; and fostering the acceptance of group goals: median ry, = .93,
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ICC[1] = .98, and ICC[2] = .98). These results justify aggregation based on conventional

thresholds in the literature (Bliese 2000; James, Demaree, and Wolf 1984).
Hypothesis Testing

Model estimates are presented in Table 2.4 and Table 2.5. The reference category
for the coefficients is male, white agents. As specified in equation (10), these models
include baseline hazard functions that were estimated in six-month steps. For ease of
exposition, we report hazard ratios for all variables and denote whether they differ
significantly from one with 95% confidence, using the delta method to estimate standard
errors. One is used as the reference point for significance tests because hazard ratios are
interpretable according to the following formula: 100(HR — 1)%. For example, see the
hazard ratio for the covariate female in Table 2.4. Its value of 1.04 indicates that the
conditional probability of turnover for females is 4% more than that for males. By
comparison, since the hazard ratio for the unemployment rate is .84 (a value less than
one), we can say that a one-unit increase in the unemployment rate decreases the hazard
by 16%.

With this background established, we subsequently report the results of our
hypothesis tests, using the time-invariant coefficients model (Table 2.4) for H;, Hs, and
Hs and the time-varying coefficients model (Table 2.5) for H,, Hs, and He. Recall that our
hypotheses with odd numbers pertain to general effects, whereas our hypotheses with
even numbers pertain to time-varying effects. This approach to hypothesis testing is
appropriate since coefficients in the time-invariant model are averaged across the six-

month tenure stages in the time-varying model.
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Table 2.4: Hazard Ratios with Time-Invariant Coefficients

. Hazard
Variable Ratio
Covariates

Female 1.04%*

Ethnicity Dummies Yes

Unemployment Rate 84%*
Endogenous Effects

Cumulative Number of Peer Exits 1.36%*

Seniority of Exiting Peers 1.25%

Performance of Exiting Peers 2.89%*
Contextual Effects

Gender Diversity 1.25

Ethnic Diversity 1.65%
Correlated Effects

Articulating a Vision .68%*

Leading by Example 95%

Fostering the Acceptance of Group Goals .89%*
*p<.05.

Notes: Dummy variables for ethnicity (white, black, Hispanic,
Asian, other) are included, but not reported. These models also
control for seniority diversity and the proportion of exiting peers
who were employed by the retailer prior to the study period.

H, predicts that endogenous effects will play a role during the sales force
socialization process. In support of this hypothesis, increases in the (a) cumulative
number of peer exits, (b) seniority of exiting peers, and (c) performance of exiting peers
increase the conditional probability of turnover by 36%, 25%, and 189%, respectively.
Scanning across these variables’ coefficients in Table 2.5, endogenous effects
consistently grow stronger from one tenure stage to the next, providing support for Ho.

From Hj, we expected contextual effects in the form of gender and ethnic
diversity to manifest and increase agents’ risk of turnover. This hypothesis received

partial support, with a one-unit change in gender and ethnic diversity shifting the hazard



Table 2.5: Hazard Ratios with Time-Varying Coefficients

0<t<6 6<t<12 12<t<18 18<¢t<24 24 <t<30 30<t<36 t>36

Variable I=1 =2 1=3 =4 1=5 1=6 1=7
Covariates

Female 1.05% 1.02* 1.02* 1.01%* 1.01%* 1.01% 1.01%

Ethnicity Dummies Yes Yes Yes Yes Yes Yes Yes

Unemployment Rate 92% 90%* 87* .85% .84 .83% .83*
Endogenous Effects

Cumulative Number of Peer Exits 1.34% 1.36* 1.42* 1.47* 1.47* 1.48* 1.50*

Seniority of Exiting Peers 1.18 1.19 1.23 1.27 1.28% 1.29% 1.29%

Performance of Exiting Peers 2.32% 2.45% 2.67* 2.87*% 2.89%* 2.91* 2.97*
Contextual Effects

Gender Diversity 0.95 0.87 1.09 1.19 1.36 1.45 1.36

Ethnic Diversity 1.35 1.42 1.45 1.63* 1.64* 1.65% 1.68%*
Correlated Effects

Articulating a Vision .56% .63* J1E .82 87* .87 .87

Leading by Example 95%* .96* 97* 97* .96 .97 .97

Fostering the Acceptance of Group Goals 95%* 93* .89* 87* .85% .83* 9%

* p<.05.

Notes: Dummy variables for ethnicity (white, black, Hispanic, Asian, other) are included, but not reported. These models also control for seniority diversity and
the proportion of exiting peers who were employed by the retailer prior to the study period.

08
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by a non-significant amount and 65%, respectively. Thus, we found supporting evidence

for our prior with respect to ethnic diversity. Additionally, contextual effects varied
across the sales force socialization process, but not in the manner predicted by H4. Rather
than having a diminishing effect, a higher preponderance of significant coefficients can
be found in later tenure stages for contextual effects. The implications of these findings
for theory and practice are discussed in the general discussion section.

In terms of the correlated effects we studied, we expected agents working for
managers who articulate a vision, lead by example, and foster the acceptance of group
goals to have lower conditional probabilities of turnover (Hs). From Table 2.4, we can
see that these factors decreased agents’ hazards by 32%, 5%, and 11%, respectively, over
the course of the sales force socialization process. These results provide consistent
support for Hs. Were these effects imprinted early on in agents’ tenures, in line with He?
The results suggest that it depends on the component of core transformational leadership.
Whereas the time-varying effects of articulating a vision and leading by example in Table
2.5 are consistent with expectations, the effects of fostering the acceptance of group goals
persist over time and even grow stronger. In turn, H6 is partially supported, though our
results offer interesting insights that pose to advance social information processing theory
and sales management scholars’ understanding of the sales force socialization process.

These implications are discussed subsequently.

Discussion

In this essay, we study the influence of social effects on sales force turnover
during the sales force socialization process. Our empirical context is the sales

organization of a national U.S. retailer that sells household goods. We followed its new
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hires during the period January 2010 to April 2013, observing times when peers exited,

the characteristics of peer groups, and the leadership styles of managers. We owe this
encompassing perspective to Manski (1993), who proposed a framework of endogenous,
contextual, and correlated effects. Also, SIP theory (Salancik and Pfeffer 1978) informed
our expectations with respect to these social effects. The discussion below highlights how
our findings contribute to these foundations as well as the practice of sales force
management.

Theoretical Implications

From a theoretical perspective, we expand the lens that sales force researchers
have assumed in their study of sales force turnover. Whereas previous research (see Table
2.1) has predominantly focused on the antecedent role of attitudinal factors and other
individual-level characteristics, we adopt Manski’s (1993) framework in the context of
sales force turnover to comprehensively examine the influence of social effects on the
turnover rates of agents. Accordingly, we believe that a core contribution of this essay is
the introduction of endogenous, contextual, and correlated effects to the sales force
literature.

Further, as a result of this effort, broad support was found for the influence of
social cues on the turnover behavior of agents, which lends credence to a central tenet of
SIP theory. Yet our findings also offer several nuances worth additional discussion. First,
endogenous effects, emitting from peers who exit, were found to increase the risk of
turnover for agents at an increasing rate over the sales force socialization process. This
result suggests that agents become more susceptible to the influence of peer behaviors as

they become more acquainted with their work environments.
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Second, contextual effects, driven by gender and ethnic diversity, were also found to

play an increasingly influential role. Making sense of this unexpected finding, we learn
that overt characteristics, such as ethnicity, can operate temporally counter to our
expectations. Based on the contact hypothesis, diversity was expected to influence
agents’ superficial evaluations of their work groups, but give way to deeper-level
similarities (e.g., personalities) over time. We suspect that the opposite may have
occurred as a result of the remoteness of retail stores. Since store locations are dispersed
geographically, contextual effects may take time to resonate, as agents meet one another
through store rotations and district meetings. Unfortunately, the retailer’s store rotation
schedule is unobservable to us, so we are unable to test this supposition directly.

Third, correlated effects, studied herein as outcomes of managers’ leadership,
were found to depend on the type of leadership in question. As expected, articulating a
vision and leading by example were found to have a marginally decreasing influence on
agents’ risk of turnover. These results are consistent with the expectations we formed
based on the imprinting hypothesis, thereby aligning well with prior organizational theory
(Stinchcombe 1965). However, contrary to expectations, fostering the acceptance of
group goals had an increasing effect over time, suggesting that it may have a trickle-
down contextual effect since it primarily functions through behavioral changes at the
district-level.
Managerial Implications

Social effects pose several opportunities and challenges for sales managers, and
this essay may help practitioners retain new hires during the sales force socialization

process. Principal among our findings is the result that peer exits play an increasingly
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more influential role as tenure stages advance. Managers can use this insight to, for

example, adopt policies that aim to retain agents. If endogenous effects exist, companies
benefit not only from the retention of a given agent, but also from the retention gains they
will reap from a neighborhood of agents. Examples of such policies will depend on
idiosyncrasies of organizations and retention opportunities, but may include such efforts
as retainer bonuses.

Next, when measured, contextual effects pose to offer managers scheduling and
assignment practices. For example, the retailer studied here would benefit from
decreasing ethnic diversity. Such a practice is often unattainable in the hiring process for
legal purposes, but shift assignment can be beneficially informed by demographic
diversity, on the basis of equal opportunity. On top of advancing these procedural
recommendations, this research suggests that managers could benefit from understanding
the underlying characteristics that influence sales force turnover. In this sense, hiring
practices can be used to select agents that ultimately remain in their positions at higher
rates.

Finally, this research joins a body of work that has studied the influence of core
transformational leadership (e.g., MacKenzie, Podsakoff, and Rich 2001). Managers
versed in this literature will already understand many benefits associated with imbuing
work with purpose. Nevertheless, this essay contributes to the discussion insofar as it
demonstrates the fleeting nature of articulating a vision and leading by example and the
sustained influence of fostering the acceptance of group goals throughout the sales force

socialization process. Facilitating a team atmosphere appears to be more influential over
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time than providing interesting directions for professional growth and showing agents

how to sell.
Limitations and Further Research

The limitations of this essay open doors for further research. First, although social
effects arise when interdependencies between individuals exist, they need not influence
individuals homogeneously. For example, the endogenous, contextual, and correlated
effects we find may influence agents differently depending on factors such as social
connections, demographic similarity, and leader-member exchange relationships. These
contingencies represent useful areas for further research. In addition, a truly dynamic
approach could take feedback effects into account, a phenomenon that is absent from our
model. Central to this extension is the relationship between performance and turnover.
Since the performance of agents’ peers has itself been found to be a function of peer
effects (Chan, Li, and Pierce 2014), a model that jointly examines social effects with

respect to performance and turnover would be useful.
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Appendix

Core Transformational Leadership

(Adapted from MacKenzie et al. 2001; 1 = “Strongly Disagree” and 7 = “Strongly Agree”
for scale end-points.)

When I interact with my sales agents, I...

...project a clear understanding of where we are going.
...paint an interesting picture of the future for our group.
...am always seeking new opportunities for the organization.
...inspire them with my plans for the future.

...am able to get them committed to my dreams for our group.
...lead by “doing,” rather than simply “telling.”

...provide a good model for them to follow.

...lead by example.

...foster collaboration among the them.

...encourage them to be team players.

...get them to work together for the same goal.

...develop a team attitude and spirit among them.
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