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Matthew:   Hello and welcome to Marketing Smarts, a podcast brought to you by 

MarketingProfs. I'm your host Matthew Grant, Managing Editor here at 
MarketingProfs. Thank you for listening.  

 
 If you're a B to B Marketer, leads are your stock in trade. At the same time, if 

your performance is evaluated on the quantity and quality of leads you generate, 
the amount of money you spend generating them, and what happens with them 
once they get handed off to the sales team, then you also know that almost every 
aspect of the lead generation process can be fraught with conflict, controversy, 
and confusion.  

 
 Although lead management activities in many companies can be dysfunctional, 

there are things you can do to make it better and to get it right. 
 
 Today's guest, Dan McDade, has made a career about speaking the truth about 

leads and helping companies excel at lead generation and conversion. I invited 
him to Marketing Smarts to share his insights and experience in this arena. The 
following conversation is the result. 

 
 Before we get started, I want to remind you that if you like what you hear on 

Marketing Smarts, and even if you don't, you can always leave us a review in 
iTunes or a comment on our site. You're also welcome to reach out to me directly 
via email. My email address is mattg@marketingprofs.com. 

 
 Let's get started. Dan. Welcome to Marketing Smarts. 
 
Dan: Great to be here with you today, Matt.  
 
Matthew: Can you give us a little background on Dan McDade and how you got into the 

lead game to begin with. 
 
Dan: I appreciate that question. Years ago, I actually was running a very large catalog 

company out on the West Coast in a beautiful place called Medford, Oregon. 
What's kind of funny is that I would read publications such as Direct Marketing 
magazine, which I don't believe exists now. I read DM News, which is still 
published, and something called the Friday Report, which is no longer published 
as far as I know.  

 
 I would always skip by the things that weren't native to me. I was really into lists, 

databases, catalogs, and what was called RFM, recency, frequency, and 
monetary. Any time telemarketing was mentioned, I skipped those pages. I was 
connected with a guy who does up sell programs, among other things. Very early 
on, he owned a B to B kind of outsource lead generation company.  
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 We became friends. After moving back to Atlanta in 1989, I joined that company 
in 1991. I ultimately became president of the company and a minority 
shareholder. After a two year non-compete, during which time I did a lot of 
market research for various companies, some pretty well known, I opened Point 
Clear to provide outsourced prospect development services primarily for 
technology, business service, and health care companies.  

 
Matthew: I'd like to talk to you a bit more about prospect development. Early on in your 

book, The Truth About Leads, you define lead vis-à-vis prospect and how some 
companies even treat them as almost the same. To give us a sense of clarity, 
how do you differentiate between prospects and leads and any beasts that might 
be in between.  

 
Dan: It's probably the hand-off that's fumbled most often in companies today. A lot of 

times marketing departments have been relegated to a cost-per-lead mentality 
based on the budget process as well as the demand for leads. What you find 
every year is the demand for leads goes up and the budget for leads goes down, 
so the quality of those opportunities continues to go down and down. This has a 
ripple effect throughout the organization. Maybe we can talk about that in a little 
bit more detail later. 

 
 One of the very specific things we talk about is that companies are either under-

qualifying or over-qualifying leads. One company we work with calls people who 
have downloaded a white paper a lead. Candidly, most of the people who have 
downloaded these white papers are not even really suspects. They're certainly 
not to the point of prospects and not to the point of leads. They are probably not 
even prospects. They're probably more suspects. 

 
 On the other hand, you have a lot of conversations in the marketplace today 

about Budget, Authority, Need, and Timeframe (BANT) qualified leads. Sales 
says they want BANT qualified leads.  

 
 There's an interesting article written by a member of the corporate executive 

board saying that average reps today are just famous for only chasing inbound 
leads. While what they refer to as exceptional reps are really qualifying, 
nurturing, and building relationships with companies. The exceptional reps end 
up getting the more strategic, profitable, larger deals. 

 
 What we suggest is for companies to look at and find a need, which is defined as 

something that's actionable that you can solve. That need is backed by 
compelling events and you have an authority. We call it the AN advance, not the 
BANT. I know that AN isn't as sexy as BANT, but AN is what you're looking for 
when you're qualifying for real sales opportunities.  
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 BANT over qualifies sales opportunities. Because by the time a company has a 
budget and a timeframe in place for an opportunity, the chances are it's too late. 
You've already lost that business. 

 
Matthew: Right. As you point out, people build a timeframe because there's always this 

sense of urgency that's often focused on a lot in sales training. There's this kind 
of, "Oh, there's the real sign that this person's ready to jump."  

 
 You've spent a lot of time trying to show that frankly, longer timeframe leads, 

particularly in the B to B space, will often be more profitable.  
 
Dan: Absolutely. DemandGen recently did a report saying that at the beginning of any 

give quarter, about 27% of any significant purchases over the next year or so 
have been budgeted. This means 73% have not been budgeted. If you're 
prequalifying based on budget, which is an unfortunate mistake a lot of 
companies make, then you're over qualifying. What you're likely doing is putting 
yourself into a position of being basically column fodder in an evaluation 
someone else has already defined and won as opposed to having any legitimate 
opportunity to really compete in that type of a deal. 

 
Matthew: Right. As you pointed out, if there's real urgency it's because they're just doing 

due diligence at that point to show they did actually check some other vendors 
and show a point of comparison. 

 
 Something jumped out at me in what you said about cost per lead. You spent a 

lot of time talking about how you do not think that's a good metric. Yet that's a 
very common metric for organizations to use for their Marketing Departments and 
their marketing activities.  

 
 What's wrong with the metric cost per lead? 
 
Dan: Here's a really applicable example to your question. Years ago we were working 

for one of the largest software companies in the world. By the way, we still do 
work for this company when they're looking for a higher end solution and more 
qualified opportunities. 

 
 A guy I was working with called me and wanted to figure out a way to reduce my 

cost per lead. I asked him what our cost per lead was in his mind. He told me it 
was about $650. 

  
 I asked him what we had to get it down to, and he said around $325 to 350. 
 I asked him what percentage of the leads that we turned over to them were 

highly qualified.  
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 He said, "Dan, you guys do great work. It's virtually a 100%. Everything we get 
from you is high quality." 

 
 I asked him what percentage of the leads coming from these other vendors at 

$325 to 350 a lead he thought were high quality, and he told me about 50%. 
 
 He said, "Dan, I know where you're going with this. Can't you figure out a way of 

pushing more leads through the process. We've got to get this cost per lead 
down to this number. That's what we've budgeted." 

 
 In that particular case, what happened was partner managers were saying they 

had X number of partners and they needed to give them Y number of leads. On 
the other side of the equation, the CFO or somebody in the financial area was 
saying there was a certain amount they could afford to spend on leads.  

 
 You do the math and see you have X amount of dollars are available to drive Y 

number of leads. The leads have to cost $325 to 350. It's a shame for that to be 
the measurement.  

 
 We have another situation now where there's a company generating what they 

call leads at about $40 to 50 per lead. We are qualifying those and finding about 
1.28% of those are anywhere near a prospect designation. The marketing 
department in this company is looking at it and saying it's too important a source 
of names to give up. They decided to continue to invest in that lead source. 

 
Matthew: What do they mean by that? If it's too important, and yet literally it's only 2% of 

what they're sending over, that doesn't make sense.  
 
Dan: It doesn't make any sense to pretty much anybody I've ever told that story to. It's 

a situation where basically they've been provided with a certain budget. 
Unfortunately, they've been given an unrealistic quota on the number of leads 
that they need to generate. To either make a bonus or even keep their jobs, they 
have to hit that number.  

 
 I usually say, no one ever built a statue for a committee. If you have a committee 

trying to solve this problem, chances are you're not really going to solve the 
problem in the end. It needs to be a senior VP, a CEO, a president, or somebody 
at the highest level who has responsibility for both sales and marketing to say, 
"Look. What we're doing now isn't working. We're driving all of these leads into 
sales. Sales basically says the leads suck. We're not generating the kind of 
closure we need to on these leads. We need to fix that problem. So how do we 
fix it? 
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 It's not a matter of a single metric. It's not just the cost per lead. Nor can you 
spend $3,500 or $35,000 on a lead. Obviously, there has to be some cost 
control. It's a matter of measuring what really matters. 

 
 There are two places in the demand waterfall, or the buying process, where 

there's a lot of leakage. One is what I refer to as the marketing lead purgatory. 
This is when leads get thrown over the fence to sales from marketing and 
basically end up in a black hole. 

 
 The second group is kind of a hidden group. It's the sales lead purgatory. These 

are leads that sales has accepted, but they never make it to a qualified or any 
kind of closure.  

 
 If you can shore up or stop those two leaks, you can go a long way toward 

solving the problem in companies. You need what I call a judicial branch, a single 
individual who has responsibility for both of these areas.  

 
 This person needs to ask several questions such as, why hasn't a lead  moved 

into sales from marketing. What happened? If a lead is not moving through the 
sales process, why not? How can we get those leads passed back into some 
function to nurture them or reheat them so we don't just lose leads into the black 
hole.  

 
  
Matthew: When you talk about this judicial branch, I got the sense from reading your book 

that if a company has a lead process, lead management problem, what they 
really have is a leadership problem. Is that an accurate reading of what you're 
getting at here? 

 
Dan: Yes. The psychology is that if you're a senior level executive who's spent a lot of 

money bringing in high-powered sales and marketing talent, you expect them to 
be able to do this. Let me illustrate the reality by describing what's happening 
with a company I'm dealing with now. 

 
 They have a very enlightened marketing CMO. Unfortunately, sales has taken 

control of the lead qualification function. Frankly, they're not very good at it. 
What's happening is leads are being generated that aren't being qualified as 
sales opportunities. The result is there's a constant friction between the two 
groups. 

 
 To make matters even more complicated, in this particular company, the CMO 

reports to one person and the VP of sales reports to somebody else. If you place 
the CMO on Maslow's Hierarchy of Needs, he's self actualized. He's really driven 
to do the right thing and willing to stick his neck out for the company. He tries to 
do that in a politically correct manner.  
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 It is a leadership problem, not really a lead problem. That's a really good 

statement.  
 
Matthew: What do leaders need to do? What should a CEO of a company or the person in 

charge of fixing this process at whatever level focus on? What are one or two top 
things that are not necessarily easy fixes, but generally low hanging fruit in terms 
of if you deal with this, it's going to solve a lot of your problems. It can contain the 
ripple effect mentioned. 

 
Don: There are three things at the highest level. Unfortunately, they sound so simple 

but they are easily screwed up.  
 
 A company we worked with years ago had a marketing group that was marketing 

point solutions and a sales group only interested in selling enterprise solutions. 
We called that sales group elephant hunters because they were only interested 
in deals worth more than a million dollars.  

 
 I told the VP of sales that he had more sales people than there are million dollar 

plus deals in the marketplace. This company blew through a $100 million in a 
couple of years. Most people today, even in technology, probably wouldn't even 
remember their name. You can trace it back to the fact that they really didn't 
agree on what their market definition was.  . . 

 
 The first thing is to agree on a common market definition. Most companies 

market too broadly. They don’t have a tight enough market definition. 
 Companies need to define what market they are selling into and what they're 

selling into this market so that everybody is on the same page.  
 
 The second thing companies need is a lead definition to make sure marketing 

and sales are on the same page. That takes a leader because if you ask six 
different people in a single company, three in sales and three in marketing, to 
define what a lead is, you'll probably come out with six different definitions of a 
lead. The lead definition needs to be tight.  

 
 The third thing is to carefully measure the metrics that matter. The metrics that 

matter are how leads move through the process in your company. Leads can 
move from an inquiry, suspect, or a raw lead to a more marketing qualified lead. 
From there, they can move to a sales-accepted lead and on to a sales-qualified 
lead. Finally, there's the closed-designation, whether it's closed won, closed loss, 
closed no decision, or other. You need to measure those carefully. 

 
 You need to establish benchmarks where you are right now and establish a goal 

of where you want to be. At each point along the process, there are specific 
average company benchmark statistics. There are best-in-class company 
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benchmark statistics that you can aspire to, but even a man lost in the woods 
knows where he wants to go. 

 
 If a company is lost in the woods and is doing average through all of these 

metrics, they need to understand where they are and why they are where they 
are. They need to understand where we want to get to and how they can move to 
that point. 

 
 A new article that's free on our website is called, Point C from Chaos to Kickass: 

Three Steps for Sales and Marketing Alignment. This article  talks about this 
situation. We have an eight-page white paper that discusses how to move from 
an average company that's getting average results to an optimized company.  

 
Matthew: What I hear you saying about this very common problem and leads disappearing 

into the various purgatories is that many companies respond by thinking they just 
need more leads because so few are actually moving through the system. They 
look at things like cost per lead. The quality goes down as the quantity goes up. 
What I think you're getting at is a lot of companies need to focus on improving the 
efficiency of their lead management processes so that they're not leaving so 
many opportunities in purgatory.   

 
 On some level, focusing on the process needs to come first rather than moving 

more things through a bad process. 
 
Dan: Right. One of the critical areas for this that has come up real time a couple of 

times during the last two weeks for me is that why is it that sales in unwilling to 
accept or qualify a lead? It comes down to one basic psychological issue: sales 
is driven by control, credit, and compensation.  

  
 Let's say a company's real close rate is between 10 and 20%. That means a 

sales rep is losing four out of five times, or as much as nine out of ten times. 
What sales rep wants to sign up for that? 

 
 If a perfectly acceptable close rate is 20% and losing four out of five times is 

acceptable, why not reward a sales rep for working a lead, accepting a lead, or 
providing specific feedback as to why a lead is not acceptable? In other words, 
qualifying that lead so that it gets into the pipeline and working those leads so the 
sales reps get their fair share, perhaps a little more, of closed opportunities. We 
need to reward that success. 

 
 What happens instead is a sales rep in penalized for moving leads through the 

process because what happens is that the microscope is on them. Their 
manager, their manager's manager, the president of the company is calling the 
sales rep wanting to know what's going on with various leads. In the end, when 
they win a reasonable number of the opportunities, they're faulted for losing more 



Marketing Smarts, Episode 39 
A Marketing Podcast July 3, 2012    Guest: Dan McDade 
  

	  
Page	  8	  of	  12 

Copyright	  ©	  2012	  MarketingProfs	  

of the opportunities. That's why sales reps say if you give them a well-qualified 
lead, they'll close 60 to 80% of them.  

 
 The reality is they don't close 60 or 80% of all the leads they're given. They close 

60 or 80% of the ones they thought they were going to close. Those are the only 
ones they give you visibility into. That's a real problem that creates all of these 
other issues.  

 
 You need to have the right reward systems in place at the very back end of this 

process. 
 
Matthew: That raises a question that I was wondering about from reading your book. What 

is the relative importance of the marketing folks vis-à-vis the sales folks. 
Ultimately, sales is the group that actually closes the deals. Ideally, you're going 
to improve the process so they're getting more qualified leads. You're going to 
change the organizational structure, so they're actually focusing on the right 
things. 

 
 In your book, you talk about how you'd seen an increase in sales and a reduction 

in marketing costs. Is there a kind of holy grail here where if you just got the 
sales piece of it right, you wouldn’t really need the marketing piece of it? 

 
Dan: That's a good question and one that's coming up more today than ever because 

of the lack of ROI on the whole process of marketing. I know a CMO who I 
thought took a great approach. She said, "This is the budget that I've been given 
to do marketing with. The sales executives are complaining about the quality and 
quantity of leads. So, let me throw some options out to you." 

 
 There were three options:  
 (1) Go out and buy directories and send them electronically to the sales team. 

The sales team can put them into their CRM and begin the process of calling all 
of these leads.  

 (2) Run some webinars and invite people. They won't all be fully qualified leads 
when they sign up for the webinar. Whether or not they attend, just signing up is 
an indication of some success. Then provide those leads to the sales team.  

 (3) Fully qualify the leads as we're doing now.  
 
 The CMO threw out a caveat. "If I'm  providing you right now with a 100 leads 

and you're not following up on those, and then if the second option if I provide 
you with a 1,000 webinar attendees or non-attendees, the likelihood of sales 
following up with a 1,000 of those, versus a 100 qualified is pretty slim. If I 
provide you with a directory with 10,000 prospects, or theoretical prospects in the 
right market, the right company, or that kind of thing, the chances of sales 
following up on these are slim to none."  
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 A company we've worked with for seven or eight years left us for about 9 months 
because they decided that sales reps could just send out email blasts using a 
marketing automation solution. They would just wait for the inbound leads to 
arrive and follow up on those.  

 
 The reality is that sales reps are not really going to be proactive cold callers or 

proactive outbound marketers. Depending on inbound is really, in the end, driving 
smaller deals with lower level decision makers. We've seen that over and over 
again. 

  
 There has to be a balance. Marketing needs to understand the life of a sales 

person. I heard this expression 20 years ago and it's as true today as it was then: 
Never go to war with the sales force because you're going to lose. 

 
 It's not a matter of marketing staking a claim for a place at the table against 

sales. It's really how can we do a better job of supporting sales. At the same 
time, we need to make sure that sales understands that marketing is doing a lot 
of work that helps them. They need to value that.  

 
 Sales deployment is another problem because typically about 80% of sales 

people are really farmers, they're not hunters. These farmers are not very great 
at the hunt. The true hunters love going in for the kill and closing the deal. They 
don’t really like the relationship side of it. 

 
 The most dangerous thing in companies is that there are a lot of farmers who 

think they're hunters. We were working with a company that was calling on air 
force and army bases. It was the DOD across the country. A sales rep from 
Macon, Georgia was covering Robbins Air force Base came. He told us to forget 
about calling Robbins Air force Base because he was there every day and it was 
his only account. He lived five miles away from the base. He told us to forget it 
because he had it covered like a glove. 

 
 This was really a farmer. This was not a hunter because the VP of marketing told 

us to ignore that advice. The very first week that we were calling into air force 
and army bases on behalf of our client, we found a million dollar opportunity in 
Robbins that this guy knew nothing about. 

 
 That's the definition of a farmer. The farmer is more comfortable going around 

having coffee with existing relationships and is really adverse to having to do the 
hard stuff, which is getting into new accounts. That's a huge problem with 
deployment today.  

 
Matt: That comes back to the leadership issue on a couple of different levels. First of 

all, there's the issue of sales leadership where leaders need to really understand 
the strengths and weaknesses of the team and make sure they're actually 
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deploying people in a way that matches the skill set and matches the 
opportunities out there.  

 
 There's another leadership issue regarding ensuring that sales doesn't beat up 

on marketing. As you said, don’t go to war with sales in part because what sales 
has on their side is the real money. People will have a bias toward sales even if 
the sales folks have a misperception of themselves and are also discounting the 
value of what marketing is doing.  

 
 In your M²O model it means you have to find your market, have the proper mix of 

media in terms of how you're trying to get in touch with people, and  you need a 
compelling offer that makes sense from both your standpoint and from the 
standpoint of your prospects. 

 
 Sales doesn't come up with any of those things. That's traditionally the role of 

marketing: market segmentation, market identification, media mix, campaign 
planning. Offering articulation and things like that has to come from the top; the C 
level has to own these things, particularly the message. 

 
 It's leadership but it's almost an educational imperative so there is a lot more 

clarity within an organization.   
 
 Are you familiar with the company Hubspots?  
 
Dan: Yes. 
 
Matthew: Early on in the podcast, I interviewed Mike Volpe, the VP of marketing at 

Hubspots. His title may actually be CMO. I need to check.  
 
 What do you think of this? I got the sense Mike has a good partnership with his 

counterpart on the sales side. They have service-level agreements between 
marketing and sales. They have a stated SLA, for example, "I'm going to provide 
you with X number of leads." The sales team is on the hook from an SLA 
standpoint to actually follow up and do things with the leads. 

 
 What do you think of this model, using this technical world SLA metaphor to try to 

create better sales and marketing alignment? 
 
Dan: I think SLA is great. I was fortunate recently to hear Jeanne Hopkins from 

Hubspots speak in New York City at a content to conversion conference put on 
by DemandGen. She was an excellent speaker. She called up to one of the sales 
reps and said, "You know, back before we made such-and-such a change, what 
did you think of the leads? C'mon. Be honest." He said, "The leads sucked."  
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 They were driving tens of thousands of leads. They were being pushed on sales, 
ultimately. They made some tweaks and changes which they're very, very good 
at. They cut the lead number down to around 40,000 more qualified leads a 
month. They went through a process. 

 
 I do think SLAs are important. Basically, the SLA would first address if the lead 

meets the qualifying criteria. That's where that legislative branch comes in. Once 
we had a client where the president of the company and the VP of sales and 
marketing sat down and literally listened to 126 leads and compared them to 
what was documented in the sales force system. 

 
 They basically signed off on 125 out of a 126 being solid gold. That was critically 

important to us because then there's no vagary about if we're delivering quality or 
not.  

  
 The second thing is there should be an SLA on how many days before a sales 

rep needs to accept a lead. One client has that in place where it's a three-day 
process. The lead has to be actively rejected. If it's rejected, the president of the 
company reviews the lead to see why. This is for a smaller company. That's 
probably not possible in some of the bigger companies. Something along these 
lines does work. 

 
 The next thing is how long does it take before it needs to be sales qualified and 

moving through the process? We've had clients who've set up timelines so they 
can be alerted when a lead is off the timeline. Then they can manage the 
exception as opposed to managing the majority. That works very well. 

 
Matthew: It makes sense. One of the critical problems that arises is you have two different 

parties and they're claiming different things about the same issue. Marketing is 
saying the lead is good. Sales is saying it's not. You need an arbiter who's going 
to decide. That is part of the loop that a lot of companies miss.  

 
 Companies just leave it up to the sales force, or individual sales people, to reject 

or accept leads with no oversight, no checks and balances really. 
 
Dan: The leads are wasted. They go into a black hole. You also need to make it OK for 

a sales rep to return a lead. Maybe they've tried a sufficient number of times and 
there is no traction. They don't want to waste their time. Rather than it just 
disappearing, which is what usually happens, it needs to go back into a function 
to nurture that along to the next step. Then, get that back into sales' hands when 
it's ready. Right now that's not cool in companies, but that's absolutely what 
should be happening.  

 
Matthew: It's been great speaking with you. If people want to find out the truth about leads, 

where would you send them? 
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Dan: Go to pointclear.com, send me an email at dan.mcdade@pointclear.com, or call 

me at (678) 533-2722. I'm happy to answer any questions and help however I 
can.  

 


