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Examination of the Individual
Competencies that Differentiate Results
in Direct Sales

Barbara A. Sypniewska'

ABSTRACT

KEY WORDS:

JEL Classification:

The importance of knowledge and skills in meeting new challenges in production and distribution is par-
ticularly evident in today’s market, which is characterized by a saturation of products and strong competi-
tion. To be successful in the market, companies must stand out and be creative and communicative. The
leading factor in providing these features is the human potential, which represents both opportunities and
threats to the operation and development of the companies. For companies involved in sales, especially
direct sales, this factor is expressed in the specific competencies of individual employees. The importance
of individual competence in direct sales is reflected in the demand for research in this field.

This article presents the results of research the author conducted on a group of 455 direct sales
vendors that operate in the form of direct sales known as multilevel marketing (MLM). The respon-
dents represented three groups: group | - inexperienced sellers that are starting work; group Il - sellers
who reach significant sales results; and group Il - the leaders that achieve the highest sales results. The
article presents the results of two analyses, namely discriminant and correlation analysis. The purpose
of the discriminant analysis was to identify the set of competencies that particularly distinguish each
group. The analysis was performed to indicate the factors that differentiate the surveyed groups. The
purpose of the correlation analysis was to identify the correlation between particular competencies
in the surveyed groups. Intercorrelations between the individual competencies were analyzed. The re-
sults identified the competences that best differentiate the surveyed sellers groups and also showed
that most competencies strongly correlate with one another. The results indicate that by influencing
the development of one competency, another set of competencies can be developed. This is an
important aspect of the development of training programs for sellers.

individual competencies, direct sales, multilevel marketing, discriminant analysis, correlation analysis
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Introduction distance that a product has to “overcome”. To encour-
Manufacturers search for different sales solutions. This age the customer to buy a particular product, compa-
results in changes in the methods of distribution, a re- nies attract them with an attractive price, a special offer
duction in distribution channels and a reduction in the or more a convenient form of purchase. One of these
= forms is direct sales.
Correspondence concerning this article should be addressed to: To be successful in the market, companies have to
Agata Barbara Sypniewska, University of Finance and Manage- know how convince the customer to purchase the prod-
ment in Warsaw, 55 Pawia Str, 01-030 Warsaw, Poland, e-mail: uct. Therefore, there is competition for the customer
agata.sypni@op.pl in which some win and some lose, but not everyone
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can achieve permanent supremacy. This supremacy is
related not only to the “best idea” but also to a com-
petent seller that can identify the client and keep them
interested for a longer time. The ability to sell products
under competitive market conditions is a key factor
that leads to success. The ability to sell is closely asso-
ciated with the competencies of the salesperson. These
competencies include such qualities as knowledge and
skills, which are visible external elements, as well as
hidden elements such as values, motives and attitudes
(Ludwiczynski, 2002, pp. 283-299). The visible external
components are easier to shape through various forms
of training, while the hidden components are much
more difficult to assess and change (Pocztowski, 2001,
p. 169). The skills are interrelated in the sense that the
development of some may affect the development of
others (Rakowska, 2002, p. 23). Previous studies empha-
size that the mere acquisition of a particular skill is not
enough to ensure that the employee is competent be-
cause factors such as readiness, willingness/motivation
and the use of the skill or knowledge are indispensable
(Rakowska & Sitko-Lutek, 2000, p. 17). For an employee
or manager to be considered competent, they should
interpret their knowledge and skills for effective action
(Antonacopoulou & Fitzgerald, 1996, p. 28). Competen-
cies are considered to be employees’ abilities to use their
knowledge in specific professional situations. Therefore,
competencies can be defined as knowledge, experience,
attitude and willingness to work in various conditions
and the ability to adapt to changing conditions (Thierry,
Sauret & Monod, 1994, p. 173). Competence thus car-
ries an element of causative power.

Competencies are more than having knowledge,
skills and attitudes; the ability to use them is required
to achieve the desired results. Competencies are not
just personal attributes. They are the result of the rela-
tionship between experience and practice (Olle, Snell
& Carraccio, 2010, pp. 670-671).

When defining individual competencies, many au-
thors draw attention to their influence on executing
tasks during professional work. In this perspective,
competencies may mean professional abilities (knowl-
edge, skills, experience, attitudes) that are recognized
as potential opportunities for different activities or in
relation to a current position. Competencies therefore
have social, technical and conceptual aspects (Louart,
1995, p. 228).

CONTEMPORARY ECONOMICS

Barbara A. Sypniewska

Some authors suggest that individual competencies
include education, experience, proficiency, talents,
abilities, and behavior that is expected by the em-
ployer and is important in professional work (Oleksyn,
1997, p. 4). Competencies may also include fixed sets
of knowledge, skills, and ways of thinking that can be
applied without additional learning (Levy-Leboyer,
1997, p. 19). Moreover, competencies are related to
the ability to apply skills and knowledge to new situ-
ations within a profession (Rakowska & Sitko-Lutek,
2000, p. 17). Knowledge that helps someone operate
effectively should also be transferred from the sender
(e.g., trainer) in such a way that the recipient increases
his abilities, which in turn leads to an increase of work
so that the organization can achieve its goals (Wang &
Haggerty, 2009, p. 579).

Individual competencies are recognized as perma-
nent features that lead to high or above average work
results (Pocztowski & Mis, 2000, p. 69). All of the
components of competence (personality, knowledge,
skills and values) are associated with work in such
a way as to perform tasks (Armstrong, 2000, p. 242)
that affect the work of the individual (Becker, Huselid
& Ulrich, 2002, p. 162) and allow the worker to per-
form these tasks well at a specific and appropriate level
(Ludwiczynski, 2006, p. 231-274).

The meanings of the concepts of highest efficiency,
outstanding or good results and an appropriate level in
terms of competence should be considered in relation
to efficiency. These concepts are used in the literature
as effectiveness, productivity, efficiency and profi-
ciency, which are concepts that define the goals that
the organization sets for the employee. In addition, the
increasing competitiveness of companies leads organi-
zations to observe, identify and target the effects while
taking into account the human resources that they cur-
rently have, need and will need in the future.

An interesting approach of how to define individual
competencies is recognizing their use as a source of cor-
porate success and in achieving planned strategies and
business goals. In this perspective, components of com-
petency (knowledge, skills, abilities, styles of working,
personality, valued principles, interests) that are used
and developed in the work process lead to results that
are compatible with the strategic goals of the organiza-
tion (Rostkowski, 2002, p. 66). In this way, the concept

of individual competencies assumes the use of any char-
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acteristics of the employee both within a given position
and in conjunction with the implementation of strategic
goals. Moreover, it assumes the use and development of
competencies, which is important because otherwise
the competencies may be reduced or become obsolete
and become less useful at work. The ability to correctly
define competencies therefore assumes the use of for-
mal factors (knowledge, experience, skills, abilities) to
efficiently implement the actions and performance of
organizational roles (Strykowska, 2000, p. 34) and assists
in achieving the objectives of the company, professional
actions or even ethical cultural values (Sajkiewicz, 1999,
p. 44). Accuracy in defining competencies is revealed in
identifying task completion at the effective and/or out-
standing level according to the standards of the orga-
nization for a given position (Krol, 2002, p. 1-25; Krdl,
2006, p. 50-91). The ability to work effectively and de-
velop professional relationships is interdependent with
social activities. Professional and social success both
depend on the abilities to communicate, listen to and
understand others, regulate emotions and cooperate
(Hawley & Newman, 2010, p. 1293).

On the other hand, in emphasizing the behavioral
aspect of the definitions, the authors believe that com-
petencies have their origin in human behavior, which
affects their actions. The connection of competencies
with key aspects of behavior distinguishes effective and
less effective actions. In this sense, we can identify soft
or behavioral competencies, which include interper-
sonal skills, leadership, analytical skills and orientation
for success or achievements (Armstrong, 2004, p. 242).
The combination of these two aspects of the concept
of competencies, from a practical point of view, is the
most appropriate way of understanding and expressing
competency. It is therefore appropriate to recognize
competencies as both observable skills and abilities in
carrying out the tasks and behavioral dimensions that
affect their performance (Fletcher, 2002, p. 149; Spar-
row, 1997; Woodruffe, 1996).

In addition, there are different approaches to the di-
vision of competencies. The division of competencies
in terms of their influence and importance for a job is
described in the literature. Competencies are divided
into two categories (Spencer & Spencer, 1993, p. 3):

- threshold competencies - a group of competencies
that are essential to the performance of work. This

group includes knowledge and skills;

www.ce.vizja.pl

- differentiating competencies - this group includes
competencies such as attitudes, motives and values
that distinguish an effective employee from a non-
effective one.

This division distinguishes functional types of compe-

tencies that can be used by a manager to identify specific

competencies to accomplish a specific function. A thresh-
old level of competence may also be specified, which is
sufficient for defining both average and outstanding tasks
in terms of work effectiveness. Furthermore, by treat-
ing all of the competencies as a complex set of different
qualities, knowledge and skills and taking into account
their functional significance, one can shape in the desired
direction of individual components of competence. An
interesting comparison proposed by L. M. Spencer and
S. M. Spencer may be helpful here, where competence
is compared to an iceberg, ,where knowledge and skills
form visible part, and motives, traits, values and attitudes
the invisible part”. The elements above the surface can be
shaped through various forms of training, while the in-
visible elements are more difficult to evaluate or change

(Pocztowski, 2007, p. 118). In addition, L. M. Spencer and

S. M. Spencer distinguish five types of competence (Spen-

cer & Spencer, 1993, pp. 9-11):

- motives - that what we think, what we want and
what moves us to action,

- traits - physical characteristics and ways to respond
to external stimuli, situations and information,

- self-concept - attitudes, values that we are guided
by while acting or our idea of our own image (e.g.,
belief in our strengths and weaknesses),

- knowledge - information that we have about vari-
ous subjects,

- skills - abilities to perform/achieve specific tasks.

In the literature, competencies are also divided into

three types:

- technical competencies - abilities involving the use
of work expertise, knowledge, methods or tech-
niques. This ability is important in the training of
new executive employees;

- conceptual competencies - the ability to acquire
abstract or general ideas and use them in different
situations, as well as the ability to see the organiza-
tion as a whole. It is also the ability to assess oppor-
tunities and their use. Conceptual competencies
are expressed, for example, in the tasks of a com-

plex structure;
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- interpersonal competencies - the ability to under-
stand people and influence their behavior. These
competencies include such activities as communi-
cation, leadership and motivation (Listwan, 1995,
pp- 22-23).

One of the first divisions of competencies was made

by R.L. Katz, who divided competencies into technical,

interpersonal and conceptual abilities. Technical abili-
ties include knowledge of methods, techniques, pro-
cedures, and the ability to use special tools related to

a particular discipline. Interpersonal abilities include

knowledge of human behavior and their relationships

and the ability to understand feelings, attitudes, mo-
tivation, whereas conceptual abilities are general ana-

Iytical abilities, logical thinking, creativity, deductive

thinking, and anticipating effects and changes (Katz,

1955, pp. 33-42).

According to R. L. Katz, the levels of specific abili-
ties possessed by a manager is dependent on the level
of management. At lower levels of management, tech-
nical abilities are most important. Interpersonal abili-
ties become more important at average levels of man-
agement but are important at all levels. Conceptual
abilities are most significant at higher levels of man-
agement. Of course, it is important to have and use
all kinds of abilities at the highest level, but the most
significant abilities are a global way of thinking and the
ability to coordinate and recognize the organization as
a whole (Stoner, Freeman & Gilbert, 1999, p. 33).

Some researchers believe that defining competen-
cies may be consistent not only with our intuition
(colloquial understanding) but also with the psycho-
logical knowledge of the mechanisms that determine
high competencies or lack of them. Other important
factors are whether one’s mental dispositions are cor-
related with smooth operation of a particular position
and which ones can play the most important roles in
this process (Nosal, 1999, p. 90).

Therefore, we adopt the following definition of in-
dividual competencies for the purposes of our stud-
ies. Individual competencies are knowledge, attitudes,
skills, willingness to act and a set of personality traits
and predispositions that lead to superior results when
used. The division of competencies is consistent with
the analysis of managerial competencies, including
technical, conceptual, and interpersonal competen-

cies, but their use depends on the level of management.

CONTEMPORARY ECONOMICS
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This is reasonable because of the proposed thesis that
people at the highest level of sales are characterized by
more specific skills than those that are inexperienced
and are starting their career. The three levels of man-
agement may not be completely equivalent to the three
levels of the effects of work (sales results) that form the
three groups in this research. However, there are some
similarities because it is a collection of competencies
that take into account the specific requirements of
the various management levels and different levels of
salespeople. The most important competencies in the
work of the President or Chief Executive Officer are
often unimportant in the case of the lowest-level man-
ager, and vice versa. The same assumption can be made
when analyzing groups of salespeople in multilevel
marketing; that is, the most important competency for
a manager with the highest sales (group III) is not nec-
essarily relevant for entry-level salespeople (group I).

Direct sales is considered to be the oldest channel
of distribution. In the Middle Ages, direct sales dealers
were called “bagmen” or “peddlers”. They contributed
to the development of trade by moving goods from
one location to another and presenting them to wider
ranges of customers. At the beginning of the twenti-
eth century, direct sales played particularly important
roles for products that required appropriate presenta-
tions of the ways to use them. For example, the vacu-
um cleaner, which was technically a new product, had
to be adequately demonstrated before it could be sold.
Currently, direct sales is a booming business sector that
gives millions of people around the world the opportu-
nity to run their own businesses and earn a living.

Many subject experts define direct sales as all sales
that take place outside of stores, including agents of the
company that visit potential customers at their homes
or places of work and present goods, samples or cata-
logs to them (Czubala, 2001, p. 83).

The World Federation of Direct Selling Associations
(WFDSA) and the European Direct Selling Association
consider direct sales as providing consumer goods and
services directly to customers through personal con-
tact, usually in their homes, workplaces or other loca-
tions that are not regular points of sale. The advantage
of this type of sale for the buyer is the opportunity to
see and test the product at any time, at home or among
friends. Goods are delivered directly to the customer

(www.wfdsa.org; www.fedsa.be).
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Constant monitoring of direct sales in Poland is
led by the Polish Direct Selling Association (Polskie
Stowarzyszenie Sprzedazy Bezpo$redniej) and includes
research on sales volumes, the number of sellers dur-
ing a given period, the preferences of respondents as
to the type of goods sold and the level of customer sat-
isfaction. According to a study carried out in 2007 by
CASE-Advisors Ltd. (CASE-Doradcy Sp. z o. 0.), the
most common products sold in this manner were cos-
metics (74.5% of total sales), household items (14.5%),
nutritional and dietetic articles (7.4%) and clothing,
jewelry and other fashion accessories (more than
2.5%). Net sales in 2007 reached 2.85 billion PLN.

GFK Polonia, which was commissioned by the Pol-
ish Direct Selling Association (Polskie Stowarzyszenie
Sprzedazy Bezposredniej), developed a survey based
on the results of research carried out by the Public
Opinion Research Center (Centrum Badan Opinii
Spotecznej). The research focused on the attitudes of
Poles towards direct sales and included 416 people.
The study found that reasons for making a purchase
from representatives/consultants involved in direct
sales included seeing the presentation and making the
purchase at home, various promotions and discounts,
becoming familiar with a range of products in a quiet
and easy way, lower prices than in stores, and obtain-
ing complete information about products.

In 2006-2007, Ipsos MORI (UK) conducted a study
across Europe (7 EU countries, including Poland). The
research included 2,800 direct sellers from 43 companies.
The study found that there are 670,000 direct sellers in
Poland. Of them, 89.4% are women, and 93% work part
time. Most retailers are aged 18-34 (45%), 31% are aged
35-46, and only 5% are 60 years old or older. Most operate
in urban areas (87%), and only 13% operate in rural areas.
Across Europe, the profile is similar. There are a total of 9
million sellers, of which 83.6% are women. Selling is an
part time job for 80% of sellers. Most retailers are aged
35-49 (43%), the smallest group of sellers is more than 60
years old, and most sellers operate in urban areas (66%).

The study showed that the most satisfying aspects
of the job for direct sellers in Poland only differs
slightly from those in the rest of Europe. In Poland,
the most important factor is the job of a direct seller,
while in Europe it is the opportunity for personal
development, the development of business skills and

professional training.

www.ce.vizja.pl

According to estimates by the European Federation
of Direct Selling Associations, European direct sales
reached 20 billion euros in 2008. The World Federation
of Direct Selling Associations reported that the greatest
numbers of sellers are in the U.S. (15 million), Russia
(3.3 million) and Japan (2.7 million), followed by Ger-
many (713,000), Ukraine (708,000), Poland (670,000),
Australia (610,000), United Kingdom (419,500), Italy
(335,000), France (233,000), Czech Republic (218,000),
Spain (144,000) and Finland (96,000). The most popu-
lar method of acquiring new customers is by recom-
mendations. Only one in five respondents indicated
that meetings organized in homes, making contact on
the street or in a store were the best methods. Organiz-
ing meetings with clients in their homes is most popu-
lar in Finland (37%), France (29%) and the UK (25%),
while “walking door-to-door” is the most popular in
Poland (21%) and the Czech Republic (32%). On aver-
age, 46% of sellers in Europe use e-mail or a website to
communicate with clients, and 9% often or always use
these methods. The primary motivation for starting
work in this sector, regardless of the country, is eco-
nomic reasons (additional income or the possibility of
purchasing cheaper products).

The results of research conducted by CASE-Advi-
sors Ltd. (CASE-Doradcy Sp. z 0.0.) which was com-
missioned by the Polish Direct Selling Association
(Polskie Stowarzyszenie Sprzedazy Bezpo$redniej),
showed that the most important reason for deciding
to work for a direct sales company was to obtain inde-
pendence. Running a business entails risk, but it can
also be a challenge that involves responsibility, self-
fulfillment, learning and entrepreneurship. These skills
can be developed through training or while gaining
experience in working with companies.

Direct sales is an alternative form of purchase in
which the buyer, through a direct conversation with
the seller, can learn about the products and their op-
erations and clarify any doubts or questions about the
products. However, there is a danger that the customer
may make irrational choices on an impulse because
they are influenced by a variety of psychological and
sociological effects from the seller.

For those companies that have little or no financial
resources for advertising, direct sales is a good way
of promoting products because their products might

not be noticed or displayed prominently in traditional
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stores. Direct selling has also become an alternative to
traditional employment because it is a flexible way to
earn and increase household income. It is an excellent
form of running a business because it creates oppor-
tunities for personal and career development (www.
widsa.org). However, in the case of fraudulent manu-
facturers, there is a risk that sellers will have to cover
the indirect costs associated with distribution, promo-
tion or returned goods when the manufacturer does
not accept them from the seller. It should also be noted
that direct selling does not guarantee stability of em-
ployment. Sellers cooperate with manufacturers on the
basis of civil law contracts, and the generated salary is
based on commission and depends only on the seller’s
sales. In addition, the seller bears high initial financial
and time costs that are required to find potential cus-
tomers.

For businesses, direct sales provide an advantage
because they do not have to create their own retail net-
works. However, the disadvantages of this type of busi-
ness include the high costs of training salespeople and
the loss of control over the selling of goods.

Direct sales can be used for any product, but it is
particularly important for products that are subject to
larger risks. Risks can be associated with the product, its
price, the terms and conditions of purchase, the buyer
experience, and the quantity and quality of the prod-
ucts. The role of the seller is closely linked with that risk
because the seller’s personality and attitude can address
the buyer’s doubts and concerns. The contribution of
the salesperson is essential and irreplaceable when sell-
ing products such as electronic equipment, household
appliances, cosmetics, and foreign travel. The more ex-
pensive the goods are, the higher the buyer’s risk is; the
seller’s role is to provide information about the product
to reduce the buyer’s risk and increase the chance of
a sale (Altkorn, 1999, p. 330).

One form of direct selling is multilevel marketing
(MLM), which began in the 1940s in the USA. The
first products offered under this system were cleaning
products. This form has evolved over time, and more
diverse goods have been offered for sale. The first com-
pany that introduced multilevel marketing in Europe is
the Kleeneze Homecare Company, which was founded
in 1969. After some time, multilevel marketing began
to develop dynamically in Europe and worldwide.

Companies using MLM offered a wide range of prod-

CONTEMPORARY ECONOMICS
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ucts and services in a way that mainly generated posi-

tive feelings in buyers. Studies have shown that in sales,

psychological factors associated with social ties that are
caused by personal contact with the customer are very

important (Vander Nat & Keep, 2002, p. 140).

A typical feature of multilevel marketing is bidirec-
tionality of the operation:

1. personal direct sales of goods and services and
their advertising, which involves selling products
or services directly to customers (Sparks & Schenk,
2001, p. 851).

2. sponsorship, which is the introduction of other
people interested in starting a business and join-
ing the group of sellers. The companies reward
sponsors for recruiting and training new members
according to rules defined in the marketing plans
(Garbarski, Rutkowski & Wrzosek, 2008, p. 473).

The different definitions of multilevel marketing dem-

onstrate that it differs from other forms of selling in

several respects:

- itdoes not use wholesalers or retailers and does not
have costs associated with storage, processing, fi-
nancing and marketing research. Most of the costs
of distribution are covered by the distributors from
the trade margin;

- the distribution costs paid by the distributors are
lower than traditional costs because they do not
include advertising, maintenance of a sales depart-
ment, or logistics (Buss, 1997, p. 47);

- sales involve the skillful building of long-lasting
personal relationships with a client and require
a large amount of time and attention to be paid to
the customer. The profit comes from the quantity
of goods sold, the number of sellers involved in the
system (network) and the level of their sales.

The essence of multilevel marketing is the opportunity

to build your own business enterprise (Garbarski, Rut-

kowski & Wrzosek, 2008, p. 473). By running the busi-
ness, the distributors own and develop their own com-
pany without much risk or high costs. The seller is an
independent partner of the manufacturer who operates
on his own behalf in his own business. This differs from
an employee of a traditional company, where the seller is
only a hired employee. Distributors can earn more by re-
cruiting additional distributors than from current sales
of products or services (Goldsborough, 2001, p. 15).

In multilevel marketing, it is possible to differentiate

DOI: 10.5709/ce.1897-9254.76
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between two operating strategies based on their char-
acteristic features, which include the orientation of
distribution and the orientation of sponsorship. The
former involves the presentation of the product to the
customer to lead to the sale, thereby increasing the
number of products sold. As a result, significant prof-
its are gained, but the development of the network is
slow. The latter assumes the development of business
through the continuous introduction of new people. It
is based on the fact that during organized meetings,
the advantages and operating, remuneration and pro-
motion principles are presented, with an emphasis on
the level of income from the built network of sellers.
People who are not interested in this strategy become
potential clients of the company. It should also be not-
ed that although introducing new distributors is called
sponsoring in the literature, it is called recruiting or
recommending in the terminology used by multilevel
marketing companies.

Multilevel marketing is not strictly connected with
a particular area of business. Distributors can build
their networks in different regions with no restrictions
related to the division of the area of activity between
different sellers. Multilevel marketing companies do
not have to spend money on expensive advertising
campaigns, spend vast sums on marketing or incur the
cost of sales. In this way, savings can be spent on pay-
ing distributors for their effort and commitment.

It should therefore be noted that the system of the
sales in multilevel marketing brings many benefits for
both the customer and the manufacturer. For the cus-
tomer, it is a new way of buying products, including
making purchases at their homes, personalized sales,
and obtaining information about the products (Dew-
andre & Mahieu, 1997, p. 35). One of the benefits for
the manufacturer is the reduction of the number of
middlemen in the distribution of goods while main-
taining the quality of sales and the promotion of goods
(Dewandre & Mahieu, 1997, p. 50). For the company,
the benefit of MLM is advertising the products through
distributors and their direct contacts. Instead of pay-
ing for advertising in media, companies benefit from
a cheaper and more effective method of communica-
tion (Lee, 2003, p. 37). It should be noted, however, that
multilevel marketing is often confused with avalanche
sales and is sometimes called a “chain” or “pyramid”.

Pyramidal sales are those where remuneration is re-

www.ce.vizja.pl

ceived only when new members are introduced to the
organization. No products are sold; there is only a so-
called registration fee, which is paid by every newly
registered person. The salesperson expects to receive
payment from the registration fee of each newly reg-
istered person. Pyramid systems are banned in most
countries, and multilevel marketing rules prohibit any
actions that resemble pyramidal systems (Dewandre &
Mabhieu, 1997, p. 62).

Methodology of research

The subject of this research, which was carried out
among direct sales sellers involved primarily in mul-
tilevel marketing (MLM), was the competencies of the
people running these businesses at every level of sales.

The research was carried out primarily to identify
the influence of the competencies of people engaged in
multilevel marketing on their sales results. It was im-
portant to examine the sets of competencies that influ-
ence the sales results. The conducted survey was based
on self-assessments of the respondents.

For practical purposes, the survey attempted to de-
velop solutions to support the activities of people who
are involved in the sales of multi-level marketing. In
the survey, it was assumed that a competence model
(profile) can be used when creating training programs
and supporting the targeted development of the sales-
person to increase sales results.

The study focused on several competencies, includ-
ing leadership, motivation, communication, team
management, supporting development/training, en-
trepreneurship, strategic thinking, focusing on the
customer, attitude towards work, dealing with stress,
knowledge, experience and learning. These competen-
cies were selected using several methods of analysis,
including studies of company documentation, inter-
views, direct observations, expert consultations and
workshops. As a result of the procedure described
above, selected competencies were operationalized in
the form of questions that were then used to construct
a research tool in the form of a survey. The question-
naire consisted of two parts. The first part included
questions describing twelve specific competencies,
while the second part asked questions related to the
characteristics of the surveyed person, including age,
education, work experience (total and in direct sales),

place of residence, motives behind the decision to co-
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operate with a particular company, and an additional

question that classifies the surveyed person by level

(starting out in the business - group I, coordinators -

group II, leaders - group III).

The operationalization of competencies during the
competency selection process led to a questionnaire
that originally contained 63 questions. Each com-
petency was described with a number of questions,
and a five-grade Likert scale was used for the answers
(Frankfort-Nachmias & Nachmias, 2001, p. 479).
A pilot study was then conducted. The results were
analyzed statistically using the Cronbach Alpha test,
which checks the accuracy of the tool. Based on these
results, another verification of the research tool was
performed by removing 16 questions. After the pilot
study, the research tool included 47 questions. After
the actual study was conducted, the testing tool using
the Cronbach Alpha method was repeated. The results
confirmed the accuracy of the tool.

The pilot survey covered the period from January to
April 2007, while the actual survey covered the period
from June 2007 to December 2008. The study includ-
ed 455 salespeople representing four companies that
operate on a multilevel marketing basis. The sellers
came from across Poland and were divided into three
groups based on the size of their community: less than
100,000 inhabitants, from 100,000 to 500,000 inhab-
itants and more than 500,000 inhabitants. The choice
of respondents was random, but the respondents were
equally distributed across the groups. Respondents
were assigned to a group based on the marketing plans
developed by each of the surveyed companies. The
marketing plans include principles of cooperation and
remuneration and are specific for each company. These
principles are related to the amount of turnover that
the individual sellers and their networks obtain. Each
person was assigned to a particular research group (ef-
fects levels) based on the percentage of turnover and
their position according to the marketing plan.

The structure of the groups was as follows:

- group I or effects level 1 - inexperienced sales-
people who are just starting in the business; their
effects on sales (e.g., turnover volume) are negli-
gible;

- group II or effects level 2 - coordinators who have
already achieved significant sales but do not have
the highest sales;
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- group IIT or effects level 3 - leaders who achieve the
highest results in multilevel marketing sales.

People at the levels of coordinator and leader ran their

own businesses on the principles of the self-employ-

ment. Few individuals at level 1 were not self-em-
ployed. Cooperation with the companies was based on
the distribution contract (civil - legal agreement).

The study identified the following research prob-
lems:

1. Are the competency profiles for the different effects
levels similar?

2. What set of competencies determines the achieve-
ment of certain levels of sales?

3. What competencies do not influence the results of
the lower effects levels?

4. Do characteristic competencies appear at particu-
lar levels?

5. What competencies are common to all effects levels?

6. Does the importance (intensity) of particular com-
petencies increase at the higher effects levels?

7. What are the specific competencies in multilevel
marketing sales?

8. Isthere a set of competencies that distinguishes dif-
ferent effects levels from each other?

The main research hypothesis was formulated as follows:

individual competencies of salespeople influence the re-

sults of direct sales. It is assumed that multilevel market-
ing is a form of direct selling.

In addition, the following hypotheses were formu-
lated:

I. The volumes of sales in multilevel marketing are
subject to a specific set of competencies of the
salespeople.

II. A particular set of competencies becomes impor-
tant at higher effects levels and influences these ef-
fects on sales in multilevel marketing.

III. There is a common set of competencies for all ef-
fects levels.

IV. There is a set of specific competencies for sales in
multilevel marketing.

V. There is a characteristic set of dominant competen-
cies for each effects level.

VL. There is a set of competencies that particularly dis-
tinguishes the effects levels from each other.

To verify the hypotheses, people at different effects

levels were studied based on the previously described

survey.
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Table 1. Standardized ratios of canonical discriminant functions

Competencies Function
1 2

Entrepreneurship 0.20 -0.26
Customer orientation -0.05 -0.14
Strategic thinking 0.12 0.14
Supporting the development 0.04 -0.03
Interpersonal communication -0.14 -0.12
Leadership 0.42 -0.23
Leading a team 0.36 -0.08
Self-motivation -0.13 0.84
Attitudes to work -0.15 0.19
Dealing with stress -0.11 -0.96
Knowledge and experience 0.37 -0.08
Learning 0.1 0.91

The results of research

This article presents the results of analyses that were
intended to verify the hypotheses described above. The
analysis shows that a set of individual competencies
distinguishes the effects levels in multilevel marketing
from each other. In addition, the results were analyzed
to determine possible linear relationships between the
variables. The r-Pearson test (Jozwiak & Podgorski,
2000, pp. 370 - 376; Scibor—Rylski, 2007, pp. 95-97) was

used for this purpose.

Discriminant analysis

Discriminant analysis was performed to analyze the
data in terms of the factors that differentiate the groups.
The discriminant analysis tries to create a linear com-
bination of independent variables that best “discrimi-
nate” (separate) two or more groups. The analysis can
be performed by finding estimators that maximize in-
tergroup variability in relation to intragroup variabil-
ity. To do this, a discriminant function that finds the
“direction in space” that best separates the group data
is created. The accuracy of the discriminant function
is tested by estimating the corresponding ratio of cor-
rectness after applying this function to a known group.
The ratio accuracy is also defined, which in turn is
a measure of how well the discriminant function sepa-

rates the analyzed groups.
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Twelve tested competencies were included as ex-
planatory variables for the discriminant analysis, in
which the grouping variable belonged to the three
analyzed groups. The Wilks' Lambda indicator, which
shows how many discriminant functions should
be used, was calculated. The Wilks Lambda values
showed two statistically significant discriminatory fea-
tures: A = 0.92 and y* = 36.71, p < 0.001. The analysis
showed that the two discriminatory functions that
differentiate between the three surveyed groups have
been highlighted.

The first function explained 89.1% of the variance,
while the second explained 10.9% of the variance.
These values show the extent to which functions 1 and
2 differentiate the groups. The first function is more
important because it differentiates groups to a greater
extent. The mere distinction of the number of func-
tions of the research reasons is insufficient; the compe-
tencies that are included in functions 1 and 2 must be
determined. Standardized ratios of the canonical dis-
criminant function were calculated for this purpose.
The values of these ratios are shown in Table 1.

The standardized canonical ratios of the discrimi-
nant functions that provide the essential saturation of
a function with a particular competence are greater
than 0.30. They are shown in Table 1 in bold (column
1 - function 1). The values indicate that the first factor
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Figure 1. Discriminant functions in the centers of gravity of groups

that differentiates groups is function 1, which can be
interpreted as a combination of leadership, team man-
agement, knowledge and experience. Function 2 should
be interpreted as the level of self-motivation, learning
and the difference between the level of these two com-
petencies and the level of dealing with stress. A negative
value appeared in the case of function 2, which indicates
that differences between one’s own motivation, learning
and dealing with stress separates the groups. To best il-
lustrate the distribution of the standardized canonical
ratios of the two discriminant functions (1 and 2) that
differentiate the three surveyed groups, they should be
presented as a graph that indicates the center of grav-
ity of the groups. The values of the discriminant func-
tions in the centers of gravity of the groups are shown in
Figure 1. The values of these rates are shown in bold in
column 2 of Table 1 (function 2).
The discriminant analysis showed that:

« Function No. 1, which includes the level of lead-
ership, team management, knowledge and experi-
ence, best differentiates group I from group II and
group IIL.

« Function No. 2 best differentiates groups I and III.
Group III has smaller proportions of motivation,
learning and dealing with stress than group II.

It therefore can be concluded that:

CONTEMPORARY ECONOMICS

1. The discriminant analysis showed that competen-
cies such as leadership, team management, knowl-
edge and experience most differentiate group
I from groups II and III. These competencies are
stronger in groups II and III than in the group I,
which is composed of people who have just started
selling in multilevel marketing.

2. The discriminant analysis also showed that the dif-
ferences in proportions between the competencies
of self-motivation, learning and coping with stress
most differentiate group II from group III. The dif-
ference between the groups is not related to higher
levels of these competences but rather to the dif-
ferences in their proportions. Groups II and III in-
clude sellers that have already achieved significant

results in sales.

Correlation analysis - correlations
between individual competencies in
the surveyed groups

The statistical analysis of the data indicated the need for
additional analysis that is focused on the connections
and relationships between competencies. Thus, a corre-
lation analysis was used to determine the intercorrela-
tions between the individual competencies and the dif-
ferent effects levels (groups I, II, and I1I). The correlation

DOI: 10.5709/ce.1897-9254.76



Examination of the Individual Competencies that Differentiate Results in Direct Sales

Table 2. Correlation matrixes between the competences for three groups of respondents determined by the effects level

Group | correlations (r Pearson)

o ) o
m I ] <
= § 5 2¢85 _ 5 & Z 8 3
€ 7 & Sg3z 3 £ 5 £ 3 £: 3
g g 5 2252 o <@ & & 5 22 3
e T 2 S8 §8 & gz 3 S 5 2% 3
a 3 = 33 =3 © 15 = < v 3w
= S > S a2 8 = 3 5 Q @ 2
s 5 @ Z ~ 8
> Q@
Entrepreneurship 1 0.779 | 0827 | 0837 | 0808 |0.823 |0.79 | 0688 | 0.76 |0.882 |0.791 | 0.846
Customer orientation 1 0777 10714 | 0711 | 0665 | 0675 |0.566 | 0634 | 064 |0.715 | 0.713
Strategic thinking 1 0838 | 0.796 [0815 | 08 |0639 0712 | 0797 | 0,793 | 0.787
Supporting the
o 1 0.825 | 0.865 | 0.805 | 0659 | 0699 | 0.79 |0.725 | 0.78
development/training
Int |
nrerpersona 1 |0858 | 0805 | 0698 | 0732 | 0793 | 0759 |0792
communication
Leadership 1 0879 |0.742 | 0.77 | 0855 | 0.749 | 0.798
Leading a team 1 0.749 | 0.723 | 0.804 | 0.762 | 0.755
Self-motivation 1 0651 | 0676 | 067 | 0644
Attitudes to work 1 084 |0.707 | 0.744
Dealing with stress 1 0764 | 084
Knowl
ow e@ge and . 0781
experience
Learning 1
Note
White color indicates significance at the level p < 0.001;
Numbers in bold indicate significance at the level p < 0.001;
Dark grey color with bold letters indicates significance at the level p < 0.001;
Light grey color indicates an insignificant correlation.
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Table 2. (continued)

Group Il correlations (r Pearson)
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Entrepreneurship 1 0.543 | 0498 | 0348 | 056 | 0472 |0.228 | 0344 | 0425 | 0.586 0.23
Customer orientation 1 0462 | 0356 | 044 | 0412 |0.103 | 0.307 | 0404 | 0495 0272
Strategic thinking 1 055 | 0475 06 0479 | 0416 | 0345 | 0521 | 0388 | 0447
S ting th
upporting the 1 |03e4 |0638 | 0575 0039 | 0321 046
development/training
Int sonal
nerperson 1 |0478 |0.268 | 0436 |0412 | 0538 | 0329 |0379
communication
Leadership 1 0515 | 0395 | 0.21 | 0552 | 0338 | 0425
Leading a team 1 0.295 | 0034 | 0.27 |0.232 | 0313
Self-motivation 1 0485 | 0401 | 0394 | 0.293
Attitudes to work 1 0473 .0‘153
Dealing with stress 1 0.241 | 0347
K
nowle('jge and : 0435
experience
Learning 1
Note

White color indicates significance at the level p < 0.001;

Numbers in bold indicate significance at the level p < 0.001;

Dark grey color with bold letters indicates significance at the level p < 0.001;
Light grey color indicates an insignificant correlation.
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Table 2. (continued)

Group lll correlations (r Pearson)
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c o) 2 Sa@ § 96 =y = S S 20 3
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L = 2 33 Fo © o > < 4 o v
= g 5 £33 g% 3 3 9 3 2
o > Q@ 2 = 2
> Q@
Entrepreneurship 1 0297 | 0432 | 0335 | 0379 | 0428 | 0335 |0.142
Customer orientation 1 0353 | 0491 | 0415 | 0299 |0.161 |0.223
Strategic thinking 1 0588 | 0374 | 045 | 0462 | 0.24

Supporting the
development/training

0472 | 051 | 0491 | 0386

Interpersonal
communication

1 0328 | 0349 |0.233

Leadership 1 0.503 | 0424
Leading a team 1 0.128 [0.283 [ 0.267 | 0.165 | 0.129
Self-motivation 1 0446 |0.274 . 0.136
Attitudes to work 1 0452 |0.265 | 0.154
Dealing with stress 1 0.278 | 031
Knowle('jge and 1 0562
experience
Learning 1
Note

White color indicates significance at the level p < 0.0071;

Numbers in bold indicate significance at the level p < 0.001;
Dark grey color with bold letters indicates significance at the level p < 0.001;

Light grey color indicates an insignificant correlation.

analysis was performed by examining the relationships
between variables to determine how the two variables
change. The correlation strength is measured by a corre-
lation indicator, which is expressed as a numerical value
between -1 and +1 (Aczel, 2000, pp. 479-480). Higher
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correlations indicate a greater influence of one variable
on another (Bielecka, 2005, p. 276).

The correlation analysis of all of the competencies
identified various intercorrelations. The results indicate
positive correlations with different strengths between 0

Vizja Press&IT

95



96

| Vol.7 | Issue | 2013 | 83-100

and 1. This means that if one of the competencies has
a high value (close to 1), the second tested competency
also has a high value. Conversely, when the value of
one variable decreases, the value of the other variable
also decreases (Aczel, 2000, p. 480). Table 2 shows the
correlation matrices corresponding to the three sur-
veyed groups.

The correlation analysis of all of the competencies
showed that most of the competencies strongly corre-
late with each other (this also confirms the reliability
of the research tool, which was calculated for all ques-
tions from the questionnaire). It is interesting that in
group I, all competencies correlate with each other at
the highest level of significance, but certain combina-
tions are not significant in the other groups. For ex-
ample, four competency pairs in group I lost signifi-
cance in group II, while eleven pairs lost significance in
group IIL Several other combinations also have lower
levels of significance.

The correlation analysis showed that there is a strong
correlation between the competencies in group I,
which indicates that changing or developing one com-
petency will also develop another competency. Such
a strong correlation does not exist in groups II and III.
Correlation therefore answers the question of whether
interacting with one competency will change another.

The in-depth statistical analysis showed that group
I has the most diverse set of competencies. There are
statistically significant differences between groups I, IT
and III in all twelve competencies. The largest increase
of competencies is between groups I and II. However,
the discriminant analysis provided additional details
about which competencies most differentiate these
groups. Comprehensive statistical analysis of intra-
group comparisons showed that leadership and team
management are the weakest competencies in group I,
and there is a significant statistical difference between
these competencies in groups II and III. Knowledge
and experience are dominant competencies in all
groups. The analyses of intra-group and inter-group
comparisons shows the distribution of these compe-
tencies in relation to each other and the groups, and
the discriminant analysis allows us to formulate ad-
ditional conclusions about the most important factors
that distinguish the groups from each other.

The results of the discriminant analysis concerning

the disparities between the self-motivation, learning
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and dealing with stress competencies, as well as the re-
sults of the comprehensive statistical analysis, indicated
that there are no significant statistical differences in the
case of learning and self-motivation and that the average
values in groups II and II are similar. Therefore, these
qualities do not differentiate the two groups. In addi-
tion, there is no difference between self-motivation and
dealing with stress in group IIL, but there is a difference
in group IL In this case, the dealing with stress compe-
tency is lower. A significant statistical difference occurs
between learning and dealing with stress in group III;
the difference is small but is larger than in group II.
Therefore, it can be concluded that the difference in
group III is smaller than that in group II.

In summary, group II mostly differs from group
III not in the intensity of the individual competencies
(some of the differences are statistically significant,
while some are not) but in that group II deals worse
with stress than group III, despite the high levels of
some competencies. Group II has a similarly high level
of self-motivation as group IIL The results indicate that
competencies in groups II and III are at a similar level,
but the average competency of dealing with stress is
much lower in group III than in group II. Thus, group
I (the group of individuals achieving the highest
sales) has a high concentration of competencies and
also deals better with stress. Group II also has a high
concentration of competencies but deals worse with
stress. People in group II are motivated; they want to
learn but do not deal effectively with difficult situations
because of tensions, conflicts, failures or time pressure,
which can affect the quality of their work.

All of the groups generally deal poorly with stress, so
the lack of this competency is a common feature for all
three groups of respondents. This feature may be typical
of the work of the seller. This phenomenon may be coun-
teracted by appropriate training and workshops that en-
hance mental resistance to failure and difficult situations.
However, this fact should be taken into account and in-
vestigated in further research conducted on this topic.

A large decrease in self-motivation was observed
in group III. This may be caused by several factors,
including professional burnout, but it may also have
been caused by disappearance the meaning of one of
the tested competencies (e.g., need for achievements,
power and belonging). Therefore, this issue is recom-

mended as a topic for future studies.
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The analysis of correlation indicators cannot be in-
terpreted separately from the comprehensive statistical
analysis because the results may lead to more detailed
conclusions that can be used to build a training model
for sellers in multilevel marketing.

In addition, the percentage of overlap between pairs
of variables can also be determined by analyzing the
results of the correlation indicators and defining a so-
called determination indicator, which indicates the
percentage of the changes in one variable that are ex-
plained by changes in another variable. For example,
two competencies have been classified as competen-
cies of leadership (management): strategic thinking
and entrepreneurship. Both competencies are not very
high in group I, and they are higher in group II. The
determination indicator shows that in group I, stra-
tegic thinking strongly correlates with entrepreneur-
ship at a level of 63%. However, this ratio is weaker in
group II (23%). Thus, developing the strategic thinking
competency in group I will stimulate entrepreneurship
because these variables have a large degree of overlap.
This situation is less likely in group II If the determi-
nation indicator between two competencies is large,
influencing one competency can affect the other.

Studies have suggested that a variety of issues can be
combined in single training sessions and workshops to
develop training programs for group I. Development
of one of the competencies can aid in the development
of another.

The analysis showed that leadership competencies
become increasingly important with the higher levels
of effects. This means that these competencies need to
be developed to achieve good sales results. Unfortu-
nately, these competencies are lowest in group I. Thus,
their development should take place through various
training programs. It is worth mentioning that training
programs can be arranged so they include two com-
petencies. In this way, the development of one influ-
ences the development of another; e.g., in developing
a training program for competency entrepreneurship,
a thematic area can be added that includes topics of
strategic thinking. By influencing the development of
competency entrepreneurship, the growth and devel-
opment of strategic thinking the competency can be
influenced.

However, this is only appropriate in the case of

group I because more specialized training programs
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should be developed at higher levels. These programs
should include the competency areas that individual
salespeople lack; otherwise, the training can be inef-
fective. Therefore, a careful analysis of the training
needs for salespeople in groups II and III should be
carried out before developing a training program or

workshop.

Conclusions - verification of
hypotheses

With one exception, the empirical studies described in
this paper verified the research hypotheses.

Hypothesis 1. The effects of sales in multilevel mar-
keting are subject to a specific set of competencies of the
salespeople. This hypothesis was verified positively.

Hypothesis 2. There is a set of competencies that
becomes more important at higher effects levels and
influences these effects in sales in multilevel market-
ing. This hypothesis was also verified positively.

The test of differences between the averages was sta-
tistically significant at a level of F =126.46, p < 0.001
(M1 = 3.18, M2 = 3.99, M3 = 4.28). The Bonferroni
test showed that there are differences between all of
the compared groups (all had significance levels of p <
0.001). The statistical analysis obtained a significance
level of F = 122.85 (M1 = 3.18, M2 = 3.99, M3 = 4.28),
which was shown by the analysis of variance on the
overall indicator.

Hypothesis 3. There is a common set of competen-
cies for all effects levels. This hypothesis was verified
positively.

Hypothesis 4. There is a set of specific competencies
in sales in multilevel marketing. This hypothesis was
verified negatively; it was expected that there would
be specific competencies in multilevel marketing sales,
but there are not. Certain conclusions can be made
about the veracity of the hypothesis, but according to
the definition of specificity adapted by the author, the
hypothesis cannot be verified positively.

To compare the level of competency between the
analyzed groups, a one-factor analysis of variance was
conducted, where the intra-object factor belonged to
one of the groups and the explaining variable was the
intensity of competence. Each indicator of competency
was analyzed separately. Significant statistical differ-
ences were found between the groups for all of the in-

dicators of competencies (at the level of p < 0.05).
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Hypothesis 5. There is a set of characteristic domi-
nant competencies for given effects levels. This hy-
pothesis was verified positively.

The statistical analysis showed that there was a sta-
tistically significant interactive effect between belong-
ing to one of the three professional groups and the
different levels of individual competencies: F (17.99,
4057.31) = 15.87, p < 0.001.

Hypothesis 6. There is a set of competencies that
particularly distinguishes the effects levels from each
other. This hypothesis was verified positively using dis-
criminant analysis.

The analysis also showed that there are positive cor-
relations between all of the competencies with varying
strengths of dependences. Most of the competencies
strongly correlate with each other, which means that
developing one competency will influence the develop-

ment of a different one or a set of other competencies.
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