Nothing But The Best

Best Management Practices Are Essential To ISOs’ Growth

 By Julie Ritzer Ross

Most, if not all independent sales organizations (ISOs) and processors have found that there is merit in taking some business risks—for instance, experimenting with new vertical markets or expanding into untapped geographic territories. However, there exists one risk no ISO or processor can afford to take—operating outside a framework of best management practices.


“In the electronic payments industry, as in any industry, we can build the biggest and best mousetraps in the world, but without best practices, they will just fall apart,” says Greg Cohen, president, Moneris USA. While savvy ISOs implement best management practices in every aspect of their organizations, those that govern the sales and merchant (customer) service sides two merit particularly close attention.
Proactive, Not Reactive
Best management practices pertaining to sales staff must be exhaustive in scope. “To sum it up, it’s better for processing companies and ISOs to be proactive rather than reactive when dealing with merchant-level salespeople,” asserts Ellen Hudek, executive vice president, Sterling Payment Technologies. “The key is to have in place best practices for everything from hiring, to evaluation, to compensation, to training.”
On the hiring front, the most prudent course of action begins with being extremely selective in the recruitment process. Sterling Payment Technologies does not advertise opportunities available within the organization. Instead, it relies on word-of-mouth referrals from individuals who are already affiliated with the company in some way.
“We have advertised maybe six times in the six years we have been in existence, and each time, we have ended up pulling the ads because the caliber of respondents is so poor,” Hudek asserts. “A majority of them have hopped from one processor to another, which indicates a lack of loyalty. Someone like that is not going to inspire merchants’ confidence or be an asset to the organization.”

All candidates being considered for a position with Sterling also undergo credit and criminal background checks, to protect the company’s reputation and ensure that prospects carry with them no “personal baggage” that could impede their overall performance or ability to serve customers. Additionally, applicants are queried to assess their approach to sales and determine whether it melds with that preferred by Hudek and her colleagues.
“We have seen many salespeople who have been trained to emphasize equipment, when they really should be focusing on finding the best processing solution for a particular customer,” Hudek explains. “We don’t want someone who will try to shoehorn a merchant into a solution, when it already has solution a solution that works, just for the purpose of making an equipment sale.”
She adds that company policy extends to asking prospects about their willingness to represent products appropriately. This means emphasizing how various features and functions suit merchants’ individual needs rather than selling them on “bells and whistles” alone, as well as being “up front” about what a product or program does and does not do. Customer service personnel are instructed to inform Sterling’s management should a merchant complain that a solution is not performing as the salesperson had said it would.
 “If it’s a first time scenario, we assume it was a mistake on the rep’s part and correct it, but when it happens more than once, we look at it as an indication that we may not have a good match in that rep,” Hudek says.
Fair Compensation Essential

Not surprisingly, both Hudek and Cohen advocate putting into place a compensation structure that fosters loyalty among salespersons and supports exemplary customer service. “At the end of the day, ISOs and processors are only as good as their sales forces, and much of the quality of personnel, whether full-fledged employees or contractors, relates directly back to compensation,” Cohen observes.

Moneris USA has implemented three compensation models, one for salespeople who focus on banks; another, for salespeople who focus on merchant verticals and a third, for telesales staff. Bank-oriented reps are paid a base salary and commission, while their vertical market-oriented counterparts receive compensation Cohen deems “more heavily commission-based.” Telesales staff are offered a base salary, plus a small commission for every sale. 
“This setup may not be the right one for every ISO, but it appeals to the individuals with whom we work,” Cohen asserts.

Kevin Sisk, group executive, strategic partner channel, Chase Paymentech Solutions, points to a new practice by some “super ISOs” and acquirers wherein the majority of inside and field salespersons are hired on a staff (W-2) rather than contract (1099) basis. Although the former may receive less compensation than the latter, there are benefits for ISOs and acquirers in that they can better control the branding and message conveyed to customers by agents, as well as the final product(s) sold to these accounts.
At Sterling, agents’ compensation also is tied into the gross margin generated by each of their merchants’ accounts. “If we were to instead pay 100% of commission upfront, there would be less of an incentive to stay with us for the long haul,” Hudek explains. 

Additionally, compensation rules enforced at Sterling mandate that salespersons are paid in timely, accurate fashion, as it enhances their trust in the organization. “If residuals are in arrears or a residuals statement is not sufficiently detailed, it harbors mistrust and sets a bad tone all around,” Hudek notes. “Best management practices for compensation must include not taking liberties of this kind.”

Emphasizing Training


Forward-thinking ISOs exercise equally comprehensive practices that cover training and ongoing salesperson support. At one time, Cohen concedes, Moneris USA provided training to agents only when they first became affiliated with the company. Such education helped, but did not prove entirely effective because “new developments are always surfacing, and on top of that, it is unrealistic to expect anyone to learn it all on day one,” the executive states.

The ISO now offers a continuing education program that provides training on a broad assortment of topics, ranging from how to tap into specific vertical markets, to interchange, to technology and operational issues. Questions frequently posed to salespersons by ISOs, such as why merchant agreements contain indemnity clauses, are covered as well.


Complementing the training is a hotline into which salespersons can tap while in the field. “Here, (agents) can get help if they are having a problem with a merchant application, need answers to questions about pricing, have a deal stuck in underwriting, cannot figure out an application, or have a merchant question they cannot answer,” Cohen reports. 


Sterling follows a similar approach; it also holds an annual training meeting to expand agents’ knowledge base as well as to promote networking among salespersons and foster mentoring relationships between seasoned agents and individuals who are just stating out in the business. A separate department handles training on new products, which occurs just as those products emerge from Beta-testing. “Our best practice in this regard centers on fresh, fast technology training,” Hudek observes. “Salespeople don’t do their best job when they are trained on a solution months before it becomes available.”

At Merchants’ Service
    
Meanwhile, best management practices on the merchant service side start with establishing and maintaining relationships with all customers, no matter what their size and how much revenue they generate each year. “Merchants do not, by any stretch of the imagination, want to be viewed as ‘numbers’; they are looking for a personal connection with the company that handles their transaction needs,” says Chase Paymentech Solutions’ Sisk. “If they cannot forge that connection, they will have no qualms about switching ISOs when a good offer comes their way.”
ISO Innovative Merchant Solutions (IMS) in Calabassas, CA takes an extremely proactive stance in this regard. Every employee is required to call several customers daily to simply keep in touch and ensure that problems and questions are addressed promptly. Customers’ birthdays are stored in the company’s database, enabling reps to telephone each merchant on the appropriate date to convey their good wishes.
Specific procedures for handling incoming telephone calls from merchants support these tactics. Live operators answer the telephones. When a call is routed to customer service and all representatives in that department are busy, the call rings on every phone in the office. Because all personnel are trained in every aspect of the business, each has a better understanding of the big picture and how team members' functions complement one another. Thus, most calls can be handled by whoever answers the phone, and callers are not made to feel as if they are being shuffled from one department to another. 
Similarly, Sterling Payment Systems advocates the use of random customer service phone calls, as well as surveys, to strengthen relationships with merchants. Its rationale: Soliciting feedback makes merchants feel their opinions are valid and sends a message that service is a priority for the ISO in question, Hudek says. 

In a related vein, savvy ISOs have adopted the practice of making technical support readily available to merchants. For small- to-mid-size organizations, this sometimes entails outsourcing help desk functions to a third-party firm rather than assigning customer service reps to assist customers in resolving equipment and software problems. While such a move adds some cost to the equation, it can also be practical because it puts merchants in the hands of experts who can focus more closely on their needs rather than juggling them with other matters at hand, Sisk purports.
Yet another critical strategy here is functioning as a one-stop shop, where merchants can have all of their transaction needs met whether or not such requirements are transaction-related. “Few merchants have a desire to work with multiple hardware, software and ancillary vendors,” Cohen asserts. “If the ISO or processor can’t be a seamless source, it should at least team up with a value-added reseller (VAR) to present one cohesive solution.”
In addition to core products, both Moneris USA and Sterling offer gift, loyalty and prepaid card programs and check conversion, time and attendance and payroll processing solutions. “We’re constantly looking at gift card programs, as they are a huge motivator for keeping merchants in the fold,” Hudek states. 
To a related end, best management practices for servicing merchants have come to encompass assistance with compliance issues. Adherence to the Payment Card Industry (PCI) Data Security Standard tops the list. In configuring best practices relating to the standard and helping merchants adhere to it, ISOs would do well to keep in mind the following, according to Ross Federgreen, founder of CSRSI, a payment solutions consulting firm in Port Saint Lucie, FL.
--The current version of PCI is 1.1 and alerts, bulletins and updates are regularly issued.

--The definitions of each of the merchant categories, which change including all caveats. “This includes the fact that there are four categories of merchant driven by the number and type of transactions, but critically any merchant can be made a ‘Category One’ merchant by the unilateral decision of any card brand or a history of attack that has lead to data compromise,” Federgreen says.
   --Compliance requires both specific polices and procedures as well as penetration/vulnerability scans. It is in the best interest of the merchant to recommend assistance in the completion of these tasks and especially remediation of identified issues.


“In our experience, merchants do not understand that if their processor is compliant, it does not relieve the merchant from the requirements,” Federgreen adds. “Every merchant must be compliant as a stand-alone. In addition, many merchants do not understand the importance of carefully and correctly reviewing the questions on the ‘self-assessment’ questionnaires and the need to seek qualified help prior to submitting these documents, which become archived and can lead to significant (difficulties). Good practices take this into account.”


According to Chase Paymentech Solutions’ Bill McNally, group manager, strategic partner channel, some ISOs and processors have adopted a practice of using assistance with PCI compliance as a way to position themselves as merchants’ trusted advisor. “Instead of rates, they can talk about what they will do to help (foster) compliance,” McNally notes. “In today’s competitive environment, it—like all best practices—is a smart framework to apply to business.”
(Box)

Questions and More Questions
Just as ISOs and processors should implement best management practices to better run their business, so, too, must their employees and contract sales agents. Asking pointed questions before committing to work with an ISO or processor comprises one such practice. Prepare to respond to these inquiries:

--What is your sales philosophy?

--What is your procedure for handling problems/disputes with merchants?

--What requirements do you have in place for maintaining contact with merchants?
--What resources will I have for assistance with technological and non-technological issues, such as transaction processing difficulties or bording challenges?

--Do you anticipate the business remaining status quo for the long term, or are you considering selling the portfolio?

