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Marketing—The Bigger Picture

This topic is designed to give you insight into marketing itself. What is it? How does
it work? And why do we need it?

When you think about it, marketing touches almost every aspect of our day-to-day
lives. From the moment we wake up to the moment we close our eyes at night,
marketing surrounds us.

Interestingly, you’ll discover, too, that your marketing activities may not be restricted
to just “marketing.” You’ll actually find that marketing opportunities abound in every
area of your business.

Marketing versus sales

Many people think of marketing as advertising or selling.

Advertising and selling are a part of marketing, but they do not represent marketing in
and of itself.

You see, advertising is just one way of marketing. Where and how you advertise are
other parts of marketing.

Creating the products or services you’re advertising and deciding where you want
those positioned in the market and in the eyes of your competitors are others.
Finalising how you’re going to get those products or services distributed to customers
is another. Price considerations and understanding margins, the effects of discounts,
and what the market will, or won’t, sustain is critical to your marketing as well.

Other ways include, for example, generating referrals through a referral system,
establishing host-style relationships with other businesses, networking, asking and
encouraging interest, and tapping into other people’s client bases. Monitoring the
‘cycle of life’ of your customers (for instance, where your customers are in life
dictates certain behaviours and purchasing patterns) is another.

Completing endorsed mailings (a person in a position of influence over a particular
group of potential customers approves your business, product, or service) or
‘piggyback’ mailings (including a marketing message with another piece that is being
sent—an invoice or statement, for example) and other forms of mailing are other
aspects of marketing.
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Identifying your customer profile or ‘ideal’ customer type and your target markets is
part of marketing.

Buying lists of potential customers from brokers, non-competing businesses with the
same prospects, or failed competitors is another. Defining your Unique Core
Differentiator (more on that later), offering guarantees, and removing the risk of
purchasing in a way that grows sales are some more. Understanding and applying the
concept of your customer’s lifetime value or marginal net worth is another marketing
tool.

Direct mail and telemarketing are other ways of marketing. Holding special events,
offering education, information nights, seminars creating the perception of and adding
value, generating public relations and free editorials in the newspapers are important,
too.

Using signage to capture passing trade is another way of marketing.

Nurturing your customers by offering high perceived value, education, and
information is another major marketing tool. Having frequent communications with
your customers and potential customers is another.

Making sure your business and your team’s performance EXCEEDS a customer’s
expectations is yet another.

Qualifying your leads and enquiries—making sure they are able to purchase from
you—is another marketing method. Creating brochures, flyers, catalogues, AND
advertisements are important, too.

Creating offers and giving reasons why that entices people to try your business, to act
or take the next step in a process, is important, too.

Communicating in terms of the language of sales (‘What’s In It—For Me?’ benefits
for the customers) is another tool (more on this later). As are using headlines in all
your advertising and marketing pieces, providing “calls to action,” and making it easy
for the customer to buy. Using fonts, photographs, graphics, and layout techniques is
just as important, too.

Building a “back end’ for your business to keep customers coming back to you again
and again is vital to the longevity and profitability of your business.
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Capturing names, addresses, and details to create a customer database is another
marketing technique. Maintaining it and inviting customers over and over again is
another. Establishing ‘until further notice’ agreements with customers could be an
option to consider as well.

Cross-selling items that match your other products and services, upselling from one
level of product or service to another, and packaging these items together area further
considerations. Offering incentives for multiple purchases, for example

Applying merchandising ideas to your business and developing point-of-sale
materials are other aspects again. Customer service is a pivotal part of marketing, too.

Other considerations, like your products and services themselves, how you deliver
those, the way you operate are important, too. These will be explored here shortly.

And the list goes on and on.

(Most of these topics will be reviewed in more detail in our series of Special Reports)

So you can see the point: Marketing is far, far more than
just advertising or selling.

In fact, selling takes marketing that one step further.

Although marketing and sales go hand in hand, there is a difference between the two.
It’s important to understand that difference before we look to the bigger picture.

Marketing is all about creating an interest. (As much of an interest
as possible of course.)

End of story. Simple as that.

Sales is about taking that interest through to fruition.

A simple concept too... as such, the 2 are undeniably linked.

For example, marketing material used during the sales process is designed to build on
that initial interest and help the sales process reach fruition.
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In fact, great marketing means that the products or services match the customer’s
needs and wants so well as to make the items sell themselves. It could be said that the
aim of marketing is to create and promote the right product or service to the right
group of people and so create an interest.

Outside of all that, though, there is an even bigger picture at play.

Maximise your marketing

When working on any business, including your own, you must review and link
together 3 key areas BEFORE you make any marketing decisions.

operations

This diagram illustrates how every one of these 3 major areas—marketing AND
operations AND finance—must be tied together for the business to work. Focusing on
any one area will put the business into a dangerous position and make you miss
marketing opportunities that would help you grow your business.

Let’s review this in more detail now and think about what a business that focused on
any one of these characteristics would be like.

You see, a business that focuses largely on marketing alone could be just as
unsuccessful as one that doesn’t do very much at all. In fact, if you’re good enough
you could market a business right out of business!

Unfortunately, you may have seen something like that before. A business sells large
quantities of products or services only to find that it doesn’t have the financial
resources needed to purchase the materials or services required or the people
resources in place to deliver. This could send the business into a financial tailspin.

A business that focuses just on marketing will often be very good on promotions,
getting people to register an interest, and selling. Usually, though, the business will be

6

Protected by Copyright



weak from the point of view of delivery, that is, actually coming through with the
goods or the benefit from the service. This type of business will often be late with
delivery. Customers will become disgruntled and, if refunds are offered, will accept
them.

In this situation, another marketing opportunity is lost because those hard-won
customers will be lost forever. This means the business must focus on constantly
winning new customers—the most expensive of the ways to grow your business. (It
costs 6 times more to win a new customer as it does to have an existing customer
purchase from you again.) And that means the business is losing money.

Now imagine another. One that might focus just on the operations of the business.
What would that business be like? That’s right. It would have plenty of stock, or in
the case of a professional firm, plenty of time, and no one to sell it to. Again, creating
financial pressure.

Many of these businesses get caught on what’s sometimes called the ‘technology
treadmill.” That is, the only way they improve their business is to use new equipment.
The major problem with this is that it is capital-intensive. New equipment, purchases,
or leases take more and more of the day-to-day operational capital of the business.

By the time you make the purchase, have team members trained on its use, have the
equipment serviced, and more, you’ve used resources that you might have been able
to spread to other areas of the business, such as marketing to sell some excess stock.

Further, a business with this focus can often be weighed down with cumbersome
systems and procedures, preferring to develop the business with technology and
improvements of processes rather than with sales and marketing.

And what about a business that focuses only on costs rather than the benefits offered
to that business by various products, services, or technologies, and so don’t market
properly or have the most efficient operation?

In this situation, you can almost feel it when you walk into the business. It will often
feel stagnant. The premises, the furniture and the equipment will usually be old. Many
times, you’ll find staff who’ve been in the company what seems like a million years!
It will often be a case of ‘we’ve always done it this way,” so old business practices
will continue.

Often the business owners will own everything—the building, the vehicles, maybe
even the building next door. They paid all their debts off years ago, and yet the
business will be at a standstill. At the very least, the business will be treading water,
so to speak, if not heading backward at a rate of knots!
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As you can see, none of these scenarios is appropriate if your business is to reach its
full potential. And so each of these 3 key areas must be linked together. This is the
bigger marketing picture.

You see, there are, without a shadow of a doubt, marketing
opportunities in the way you operate and even in the financial
management area of your business.

For example, what if your business completes 522 checks of a product or service
BEFORE it is delivered, whereas your competitors only check 15? Another instance:
The 2 top competitors in an industry might offer similar products or services but be
completely different businesses because of the way they operate and because most
businesses are a reflection of the personality of the business owner and team—rather
than what they sell.

Both these instances offer a marketing opportunity, a means of differentiating your
business from others. If you failed to review the way you operate, you’ve missed a
key leverage point and potential Unique Core Differentiators.

(A Unique Core Differentiator is that one core issue that differentiates you from your
competitors. ‘Unique Core Differentiators’ will be covered in far more detail in our
series of Special Reports)

Another example: You might offer payment plans in the financial area or you might
thank customers for paying (what a concept!). These are marketing opportunities that
can again differentiate you.

So now you can see that marketing is more than just advertising and selling. In fact, it
permeates EVERYTHING YOU DO and EVERY AREA OF YOUR BUSINESS,
and as such must be reviewed as part of a much bigger picture.
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Your Action Plan: Make sure you are using all the
marketing opportunities within your business

Action
(What needs to be done.)

Outcome

(Results to look forward to.)

Person
responsible
(Make sure you

involve others,
if possible!)

To be done
by:

Review your marketing pieces
and sales tools. Compare these
with the descriptions and
marketing issues mentioned
earlier here. Check off those
items you aren’t doing as part of
your marketing.

To begin tapping into marketing
as a source of business far more
leveraged and far greater than
just advertising.

Review your marketing area. If
you are too highly focused on
marketing and as such the
operations and financial control
areas are suffering, begin to
establish systems to improve
your operations and finances.

To keep your customers happy
and as such increase your sales
as soon as possible.

Review your operations. If there
are any differences in the way
you operate compared to your
competitors, begin including that
difference in your marketing
material.

To make you stand out from
your competitors and increase
sales.

Review your financial area. If
you are restricting the business
by not making it easy to buy or
by failing to thank customers for
payment, implement these ideas
within your business.

To make you stand out from
your competitors and increase
sales.

9

Protected by Copyright




The ‘Curse of Assumption’—You Must Educate to
Motivate

This information is designed to give you insight into the magic that can happen when
you educate your existing and potential customers.

You see, many businesses make an assumption that potential customers know who
they are, what they do, how they do it, why they are better to deal with than
competitors, and more. Further, they also assume customers know and understand
everything offered by that business. It most cases, this simply is NOT true. Because of
that, this assumption can literally be a ‘curse’ on sales for that business.

Many business owners complain that people purchase on price. By working through
this issue for your business, you can make sure you’re properly educating your
customers.

You see, if customers are educated and, because of that better understand the benefits
your business offers, price and other issues become far, far less important. Quality and
value, experience, and other benefits become more important.

You also give the impression that you know what you’re doing, care about the
customer, and want them to have the right information on hand, instead of showing
arrogance by assuming they know how good you are!

You have to sell & ‘educate’ your way to business success or
out of a business problem—you can’t just cut the price

An important point—your customers and prospects won’t understand or appreciate
the value, your products or services, a bargain, the way you do business, or the
benefits unless and until you first educate them to appreciate it.

Merely offering a product or service at a specific price (even the best price) doesn’t
compel excitement or a response until you tell people what they’re getting, its value
compared to other products and services, and why or how you can offer such value.

And that’s because customers buy the differences they perceive about your business.

Given that, it’s critical that customers understand the differences between you and
your competitors—specifically, why what you offer is better than your competitors.
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In fact, it is pivotal to tell every potential customer, in a benefit-oriented way, what
your business does AND explain the way your business does it, so customers can
more easily spot those differences. Otherwise they just won’t know why they
should buy from you!

(Sales tools and creating Unique Core Differentiators will be reviewed in more detail
in our series of Special Reports.)

The complete range of products and services, expertise, and experience available
through your business should be documented in a way that reminds existing clients of
the value of your service and lets any potential clients know why your business is
better.

By doing that, customers suddenly begin to understand why buying from you, despite
a higher price, might be important. They begin to understand the value offered by
your business. They begin to understand technical aspects of your business or your
work that really will make a difference to them in the long run.

They start to believe you offer them more and more protection and less risk of losing
their money or making the wrong decision. They begin to feel more and more
confident in buying from you and, conversely, less and less interested in buying from
your competitors.

In short, it helps them make the right decision—to buy from you!

And that’s simply because educating customers is a very powerful positioning tool. It
really will help them understand the differences between you and your competitors.

You see, statistics show that it is NOT so much price that makes a buying decision (in
fact, only 15% of the market shops on price alone), rather a lack of any other means
of differentiating you over your competitors!

(‘Price—is it really an issue?” and other price-related topics will be reviewed in more
detail in our series of Special Reports.)

You see, when someone visits or calls your business, asks for the price, and gets it
without any other benefits or information, they then call the next person and the next
and have the same experience. Finally, they call someone who gives them a different
price. Sure enough, they decide to go with the lowest price. At this point, though,
have they been given ANY other reason to buy? Do they have anything OTHER than
price to differentiate you from your competitors?

No. Of course not.
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But things might be different if they were to call someone who asked them some
questions, explained a few things, gave them some material to read, clearly showed
them the differences—the real benefits—of their products or services (or business
itself) and only then gave them a price. That person would be able to make a decision
on something other than price, wouldn’t they?

Of course they would.

In fact, they’d be far more likely to buy at that point. Your potential customers would
finally be happy that someone had taken an interest in them and their needs rather
than treating them with ignorance—assuming they know everything they need to
know about your business.

Tools that are positioned to educate customers no longer sound like marketing hype.
The information is actually valuable and really could help someone new at dealing
with your kind of business or at buying whatever your product or service might be.

Better yet, by educating your clients, you’ll come across as the leader in your market,
the most professional. Potential customers will appreciate the information and feel
you care about delivering a quality product or service.

Telling the truth: another form of educating your customers

One business owner discovered an idea that allowed him to boost his Saturday retail
sales from £5,000 to £45,000 IN ONE DAY.

Another harnessed the same concept and caused a rush on stock that had been
gathering dust for months and eating into his cash flow.

Yet another, because of a supplier’s confusing, computerised ordering system,
inadvertently double-ordered his Christmas stock. He had to liquidate it or face a
devastating cash flow crisis. He also applied this concept, and orders came streaming
in.

Companies frequently get into a bind with over-stocking, get caught with a service or
product that just isn’t selling, or simply get frustrated at not being able to
communicate the true benefits of their products.

There IS a way not only to sell those products but to sell them very fast. So what’s the
secret?
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The “secret’ is so basic, simple, and obvious...tell your customers and
prospects the TRUTH!

For example, if 9,000 widgets have been gathering dust in your warehouse for 6
months, and you have £90,000 tied up in the widgets and no one demanding them,
write a letter, display ad, or TV or radio commercial that tells your customers and
prospects that:

e You have a huge stock of widgets.
e The widgets are good for such-and-such.
e You are interested in selling them retail.

e The benefits of the quality composition, constructive service functions, and
performance criteria are such-and-such.

Then tell people what other retailers or wholesalers would normally offer these or
comparable widgets for and tell them the price you’re willing to sell a widget or a
specific quantity of widgets for.

Next, tell the prospects why you’re selling the widgets to them so cheaply—the real
reason—with a delightful embellishment.

For example, “We have 9,000 widgets in our warehouse and the real rush is over until
next season, so we’ll sell them for our actual cost, or even for 20% below our cost.’
However, add to that explanation a parenthetic exclusive qualifier, something like
this: ‘But we’re only offering this value to our best customers as a reward for your
patronage.’

Or: ‘But we’re only making this offer to new, first-time customers who buy an equal
amount of other products or services.’

Or: “We’re only making this offer available to people who buy (some other very
specific product).’

You must tell people why and how you’re doing what you do or
why something special is happening.

The truth often means letting customers know why your business is better. Why your
products or services offer them greater benefits. Or letting them know the truth about
the way you do business compared to your industry or competitors, assuming your
way offers more to people.
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This applies to any problem or advantage.

For example, when your business has a problem (say you’ve taken money or advances
for a product or service) and something goes wrong so that you can’t fully, promptly,
or properly render that service, never fail to acknowledge your mistake.

Failure to tell the truth is a sure way to commit integrity suicide. Be honest. Call,
write, or individually approach your customers and let them know about any problem.

Tell them precisely what you were supposed to do and tell them why you can’t fulfil
your obligations. Tell them with certainty when you’ll be able to perform and (this is
the clincher) give some wonderful consideration for inconveniencing them. For
example, give them a small gift, which costs you a lot less than the profits you’ll
relinquish if you’re forced to return their money.

Or send them a discount coupon or rebate a portion of their original purchase price.
Whatever consideration you offer, tell them why you’re doing it, apologise for what
went wrong, thank them for their business, and honestly assure them that you can and
will rectify the problem. Let them know that everything will be put right by such-and-
such a time or method.

How to educate your customers

Educational tools can help educate your customers to what to look for before they
commit to purchasing. And they’ll begin to understand why it’s important to choose
you.

Your material must answer the question, ‘Does this make me want to deal with your
business over another?” A great test is to give it to associates hoping to have someone
say, ‘I didn’t know that!”

In a benefit-oriented way, tell every existing client, potential client, and anyone else
who may have an interest in your business what your business does.

(Features versus benefits and the language of sales (WII—FM) will be reviewed in
our series of Special Reports.)

The complete range of products and services, expertise, and experience available
through your business will be documented in a way that reminds existing clients of
the value of your service and lets any potential clients know why your business is
better.
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The greatest form of leverage is ink on paper. By giving your clients information
about your product or service or business on a piece of paper, you educate your clients
and make their decision to buy from you a lot easier.

You could use a brochure, a newsletter, an information booklet, or a ‘how-to’
document. You can package all of the ‘reasons why people should buy from you’ into
a brochure or leaflet with that title. Or, for example:

You should use these documents to educate your potential customers about the
differences between you and your competitors. Being detailed, these tools can clearly
show that difference.

Also, when you use these tools to educate potential customers about issues they
otherwise simply would not know—the more detailed or technical it is—the better
value it has and the more believable it is.

Most of your marketing must educate in some way. Television or radio advertising,
advertisements in the print media, your phone directory, and so on—all need to
educate to motivate.

Further, make this information available to all of your prospects at various points of
the sales process.

For example, let’s say you get phone enquiries; however, you rarely actually sell your
product or service over the phone. In this case, you’d be aiming to convert enquiries
into meetings either at the potential customers’ premises or yours, depending on your
type of product or service. In this case, after you’ve booked a meeting, you could
offer to send this information:

‘Great, thank you for making that time to meet with me. Before we do
that, | do have some interesting information that could be of help to
you. It will also give you a better idea of what we do and how you’ll
benefit. [Potential Client’s Name], so that | can send that to you, your
address is...?’

By doing this at this point in the sales process, you’ll ensure that potential customers
will be warmer to you by the time you actually arrive for the meeting. Further, they’ll
be better informed if they speak to your competitors in the meantime. In fact, they’ll
be a little suspicious of your competitors’ information and so will tend to keep the
meeting.
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Others could use it as a sales tool to give customers before they visit the business or at
the end of that first meeting—to keep them interested and prepare them for their
second meeting. Others might turn it into a poster and hang it. Others could use a
checklist as an offer in their advertising. For example:

$ % & - C )

LI

So you can see, this sort of educational information could be useful for your business.

An example for you

This example shows an educational piece that took this idea one step further as it was
created by an industry association and was used by individual members. It positions
both the individual business that has provided the information AND the other
association members as industry leaders.

The key players in that industry—the experienced, small, yet reputable businesses in
roof restoration—were finding it difficult to compete with smaller start-up operations.
Particularly when these businesses did not offer quality service and workmanship, did
not use qualified trades people, did not offer guarantees, did not have a solid
background, and did not belong to any associations that enforced a minimum standard
of work. They only slashed prices, making it harder for the established businesses to
maintain their share of the market.

So the industry association decided to use this ‘6 Questions’ test to promote qualities
held only by the association’s very select membership and to educate potential
customers to the dangers of using ‘backyarders’ or cheap roof restorers.

Take a look at the next example.

6 Questions You Must Ask Your Roof Restorer—Before You Commit!

s s )
) - & & %
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3. Does the company have more than 5 years’ history in roof restoration in
your area?
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6. Are you a member of the MRRA?

% —&&%
? /
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~
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Needless to say, this worked very well. Most homeowners simply weren’t aware of
these issues. All of a sudden, paying that little bit more was well and truly worthwhile

in their eyes.

Perhaps some sort of educational tool like this one could be used to educate your

customers.

Your Action Plan: Create some tools to start educating your

customers
Action Outcome Person To be done
(What needs to be done.) (Results to look forward to.) responsible | by:

(Make sure you
involve others,
if possible!)

With this material in hand,
review your marketing tools and
ask, ‘Does this educate someone
who doesn’t know what | know,
or am | making assumptions?’

To identify if the ‘curse of
assumption’ is present.

Work through each of your
major product or service
groupings and complete a list of
information that could be useful
to people who don’t know what
you know. As you do that,
‘assume’ you’re talking to
someone who knew NOTHING
about it and they’re starting from
scratch.

To remove this ‘curse of
assumption’ and create the base
material for some of your new
educational marketing tools.

From there, write in a benefit-
oriented way and create some
specifically educational tools,
like a “how-to’ booklet, ‘report,”
‘checklist,” or a ‘6 questions’
document.

To create some educational tools
to make sure you add value,
increase sales, and decrease the
focus on price.

Establish where and how these
tools will fit into your sales
process or system. (‘Creating a
sales system and taking the
mystery out of selling” will be
reviewed in more detail in our
series of Special Reports)

To increase sales by
incorporating better education of
customers throughout the entire
sales process.
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What’s Your Client’s ‘Lifetime Value’ to Your
Business?

This information is designed to give you an understanding of how to calculate the
financial value of your clients and how you can use that value to make sound
marketing decisions.

Less than one businessperson in a thousand really thinks in terms of the incremental
lifetime value of their customers, or even knows how to calculate it. Yet the
calculation and the very idea is easy and yields enormous benefits.

For one thing, if you know the incremental lifetime value of a customer, you can
determine in advance how much you can afford to spend to acquire that customer.
Moreover, you can reliably predict your cash flow well into the future.

‘Lifetime value’—a case in point

Lifetime value (or marginal net worth) is the financial value of your clients during the
time they deal with you—their ‘lifetime’ at your business.

A case in point comes from a coffee roasting company with a mail order division. The
company ran an advertisement that cost £12,000. The ad invited potential customers
to accept a free coffee maker valued at £51.95 if they bought a sampler selection of
fresh roasted coffee blends for £34.95.

Part of the deal was that the customers simply consider a ‘til further notice’ home
delivery service—an order of their preference would be sent to them monthly and
charged to their credit card. (They were under no obligation to sign up for the “til
further notice’ agreement. They merely had to consider it. And regardless of their
decision, they could keep the coffee maker.)

‘Until further notice’ arrangements mean that the arrangement continues until the
customer gives the company notice to discontinue sending the product or service.

(“Until further notice’ arrangements will be covered in more detail in our series of
Special Reports.)

The hard cost of supplying the free coffee maker and the sampler pack leaves a net
profit of £1.00 per response. When you factor in the £12,000 for an advertisement,
you’d immediately conclude that 12,000 responses were needed just to break even,
wouldn’t you?
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Based on that, you’d probably think the coffee company would be mad to do it,
wouldn’t you?

But let’s look more carefully at the numbers.

For each person who finds the “til further notice’ arrangement to be a convenient way
to buy, the average annual gross profit is £245. So the response rate required to break
even falls from 12,000 people to just 49!

That is, the coffee company would recover the upfront investment for the ad within
1 year if only 49 people responded.

When you also know the average customer continues to buy from you for at least 3
years and refers an average of 0.2 new customers, the numbers become even more
interesting. The lifetime value of a customer from this promotion, then, is at least
£882.

So by testing, you discover that 300 people respond to the offer: 100 say thanks for
the gift but I don’t want any home delivered, and another 100 say thanks for the offer
but I’ll call you if I want more. But 100 say thanks, I love this arrangement and | love
your coffee—please continue to send it to me.

(Testing is a critical issue and will be covered in more detail in our Special Reports.)

In this situation, you have just parlayed £12,000 into an £88,200 return over a 3-year
period! Do that 4 times per year and it’s a pretty neat way for the coffee roasting
company to create a return of £352,800 from a £48,000 investment.

This kind of information is invaluable, isn’t it?

Imagine what could happen for your business if you knew absolutely that from every
ad you ran, you’d win a certain number of new customers at a certain value to you!
Your confidence in your business would increase and the ability to make marketing
decisions would be much easier. You’d know—Dbeforehand—whether running a
certain ad or direct mail was worth it. What a change!

Also, if you knew, as in this instance, that each customer would ultimately bring in
more than £882 in profit, you could justify spending more up front to bring in that
customer. In fact, you could spend right up to £882 and still break even!
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The lifetime value of a customer is a critically important factor in
any business. Put simply, unless and until you know what it is, you
have no idea how much to invest in advertising (including the
kinds of offers you could make) to obtain a new customer.

How to calculate your customer’s ‘lifetime value’
You calculate lifetime value by knowing:

e The average length of time a customer stays with you

e The average net profit from sales you make over the average length of time your
average customer stays with you

Once you’ve done this calculation, multiply it by any other statistics for other values
your customers offer you, such as referring people to you and so on, to gather the
correct figure.

Let’s review the calculations from the coffee roasting company. First, calculate your
averages, then take it from there. The customers stay an average of 3 years, and the
average profit per year per customer is £245.

3 years x £245 = £735

This business also knew that each customer on average referred 0.2 customers, so
then you say:

£735x .2 = £147

Then you add those figures:

£735 + £147 = £882

And you’ve calculated the lifetime value!

This example suggested 100 positive responses to the ad:

£882 x 100 = £88,200

From a £12,000 ad over a 3-year period. At this stage, you’d then know that you
could run that ad over and over and continue to generate those sorts of figures.
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Another way to look at it is to calculate your average sale, multiply it by the number
of times a customer purchases from you and by the number of years they stay with
you.

For instance, let’s imagine you own a hairdressing salon. Your female customers
spend up to £70 per haircut and your male customers spend £22, so your average sale
is £46.

Some customers get haircuts like clockwork every 6 weeks and others only once
every 3 months, so the average customer buys from you 6 times per year. Looking at
your customer base of old and new, you calculate they stay with you for 3 years.

That would mean your marginal net worth would be:

£46.00 average sale x 6 times per year x 3 years = £828

Multiply that figure by your gross profit percentage, let’s say 80%:

£828 x .8 = £662.40

(Because this business has a referral system in place, each customer refers 1.5
customers to the salon over that 3-year period. You could multiply that figure by 1.5
and add that back! For the moment, though, let’s just stick to the basics.)

(Referral systems are covered in more detail in our series of Special Reports.)

So your average sale or average gross profit, by the number of
times per year, by the number of years your customers deal with
you equals your lifetime value.

In this instance, you could literally say, ‘If we win just one customer from an ad that
costs us anything less than £662.40, we’ve made a profit!” And just suppose you can
win more than one customer from your ad?

Let’s say you were deciding what you were going to do for your marketing. Let’s
imagine you were contemplating an ad worth £2,000.

Normally you’d look at the ad and think, ‘OK, the average sale is £46. That means I’d
have to get 44 new customers just to get my money back.” Based on that you might
just say, “No way can | afford that ad!’
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In contrast, knowing your lifetime value was £662.40 per customer, you’d only need
to win 3.1 new customers from the ad to break even! It makes that decision so much
easier, doesn’t it? And it makes advertising that much more attractive.

Imagine...if the ad were written very well (designed with a headline, offer, “call to
action,” guarantee, ‘What’s In It—For Me?’ body copy, and so on) and you won 15
new customers, you just tied up £9,936 in income for the business. If you did that
every month, you’d create £119,232 worth of yearly business for an investment of
£24,000!

That makes advertising well and truly worth it, doesn’t it?

In fact, it means you could offer something of high perceived value to your potential
customers to generate that higher response to your ad.

(Ways to improve your advertising will be reviewed in more detail in our series of
Special Reports.)

An illustration from a professional firm proves the same point. The gross profit on the
average sale to a commercial client is £2,000. Customers deal with the firm an
average of 7 times per year, and they stay with the firm for 5 years.

The calculations then suggests:

£2,000 x 7 times per year x 5 years = £70,000!

A lifetime value of £70,000 per commercial client certainly makes it worthwhile to
advertise, promote, and ‘woo’ potential clients. Further, it makes it requisite to nurture
those clients.

It’s critical to nurture your customers

Not only do lifetime values show you whether advertising in various mediums is
worthwhile for your business, they also show clearly that nurturing those customers,
is crucial.

If you know your customers are worth a certain value to you over time, it’s not
enough to simply win the customer and hope for the best.

At this point, it becomes imperative to keep winning that customer over and over
again. That way, you cement your relationship with your customer and ensure the
fruition of that lifetime value.
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To do this, it’s important to ‘nurture’ your customers to improve or keep your current
retention rate. (Your retention rate tracks the number of customers you retain versus
those you lose due to service, quality, or product issues.)

Nurture by definition means to: ‘Nourish, rear, bring up, care for. —n. nurturing’
Literally, then, you need to looking at ways to care for and nourish those customers.

It means doing things like saying thank you and sending thank you notes,
acknowledging that your customers had a choice. Adding value, taking time to
understand their needs, giving them extra information or support, special reports,
newsletters, sending birthday cards or gifts when they refer people to you, and so on.

(Ways to nurture your customers will be explored in more detail in our series of
Special Reports.)

Nurturing your customers and understanding their lifetime value go hand in hand,
regardless of the lifetime value. If your business has a lifetime value of £50 or
£50,000 nurturing one way or another, nurturing is pivotal to see that lifetime value
through.

Let’s look at some examples of what not to do. Examples that mean these companies
are simply giving away money (the lifetime value of the customers) hand over fist.

In one instance, research shows the lifetime value of a supermarket customer is
£250,000. Put another way, the average customer—you and I—will spend £250,000
in our lifetime at the supermarket.

It means, of course, that when we complain about a broken bottle of jam and they
respond by saying you must have broken it in the car, they may have just kissed good-
bye to anywhere up to £250,000 in sales (depending on your age, too)!

And nurturing? What kind of caring have you ever experienced from a supermarket?
Probably none. Have you ever received a thank you note from a supermarket? Not
likely. Or better still, a thank you voucher offering one week’s free shopping? Even
less likely. Both would build loyalty to that particular supermarket.

Or take cars. The lifetime value of a customer in that industry is calculated as
£200,000. Yet very few operators recognise the value of nurturing customers.
Salespeople don’t tend to follow up after people take their cars home, or 12 months
later, to find out if they are ready to upgrade. Worse yet, customers are rarely called
after the vehicle has been serviced.
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This failure to nurture means those businesses might win customers but they will lose
them just as quickly—and as such, will NOT be realising the lifetime value of their
customers.

Once you know it, work on increasing it!

Once you know the lifetime value of your customer, you can work to increase it.
Strategies designed to increase your average sale, get your customers to deal with you
more often during a year, and keep them dealing with you longer are designed to do
just that.

Map out your future profitability and cash flow based on your
‘lifetime value’

When you know your lifetime value, you can estimate your future profitability,
product or service demands, and cash flow with greater certainty. That’s because you
now know that whenever you run a certain ad at a certain cost (like that £12,000
coffee ad), you’ll generate a certain result (in the coffee case—£88,200 in profit over
3 years).

Another benefit of tracking your lifetime value is not inconsequential. If you ever
wanted to sell your business, showing a prospective buyer an incremental lifetime
value projection, like the one above, could go a long way toward securing a sale.

Your Action Plan: Work out the lifetime value of your
customers

Action Outcome Person To be done

(What needs to be done) (Results to look forward to) responsible | by:

(Make sure you
involve others,
if possible!)

Using this information, calculate | To know your lifetime value.
your averages and then your

lifetime value.
Once you know that, review To get your advertising costs
your current advertising costs into perspective compared to

versus the number of responses | your lifetime value.
you are receiving.

Next, look at what kind of offer | To generate a better response
you could afford to make your from your advertising and
potential customers now that you | increase your income!

know your lifetime value. It
must be an offer that would have
a high perceived value and
generate a better response from
your ads.
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What You Can Measure You Can Manage

This information is designed to give you insight into just how important tracking the
results of your marketing could be to your future marketing and, ultimately, to your
profitability.

Measuring and monitoring your results gives you greater control over your marketing
and the techniques you are using. Further, it usually means better use of your
marketing budget. Here, you’ll discover some easy ways to properly measure and
monitor your results.

Measure, monitor, and test (and some examples for you)

3 little words with so much power.

You can have a great product or service, you can have the very best advertising and
method in the world, and your support and service may be supreme. But you will
never reach your optimum performance unless you master the art of measuring,
monitoring, and testing.

Without the ability to measure what is happening to your ads and offers, you cannot
monitor what is occurring. And without testing, you may either let the best idea you
ever had slip away, or you may spend a fortune on an ad you should have known was
not going to work long before you started.

So for any system to be complete, you need to build in these 3 elements—measure,
monitor, and test.

Let’s begin with measurement. All your advertising and acquisition mechanisms must
have a built-in measurement device, for example, a code unique to the ad, headline,
offer, or guarantee. The reason for making it a unique item is that you then have a
device to allow you not only to measure based on the number of responses, but also to
specifically focus in on which ad, or run, or medium worked best.

To examine this further, look at the next ad. It has 2 possible measurement devices: a
toll-free number and a measurable offer document.
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unleash the secret of your future.

open the doors to your future.

0800-123-456

How would you like to become a
millionaire this weekend?

By simply calling our toll-free number, you will

When you contact our team this weekend, they will
send you our special report valued at £49.95. It will

XYZ & Co—Your Pot of Gold

Measurement Devices

Option Method Pros Cons
The specific You quote a humber in You can get a permanent | Unless you’re careful and
toll-free the piece (radio, TV, or temporary toll-free don’t give the number out
number print) for people to call. number, and services that | for any other reason, you
This number must be (for a fee) will monitor will have incorrect data.
unique to the test. the time, frequency, and Thus, it’s often best to
length of calls. Or you purchase a specific line
can develop your own per project so you can
internal system to have faith in your data.
measure the number and
QUALITY of calls.
The actual Your offer can be a You can set up a very You need to offer
offer piece service, product, video, simple manual or stock something of perceived
gift, brochure. The control system to track value, which isn’t neces-
possibilities are endless, the number of requests. sarily a disadvantage as
but you can measure Overall it’s a simple, long as you correctly
them every time someone | easily measured method. | assess the cost/benefit of
requests the offer. the process.

There are several other options you can use to measure, monitor, and test. Here are

just 4 more:
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Option

Method

Pros

Cons

A particular
code on the ad

Use a unique code. For
written ads, place a code
(letter, number, symbol)
on the ad. For TV or
radio ads, have the
inquirers quote a word to
receive the offer item.

It’s a very easy system to
track and measure as long
as you stick to the
process.

You must stick to the
system and extract the
information before
sending out the gift.
Otherwise, you will have
incorrect data at the end
of the test.

A unique reply
paid or PO box
number

You can either rent a PO
box for the duration of
the offer, or you can
establish a reply paid
address.

A very easy method to
monitor. And fees to set
up and end the services
are reasonable.

You must remember not
to disclose the details to
anyone for any other
reason. And it must be
cancelled as soon as the
offer expires to avoid
accidentally using it for
other purposes.

Coupon Include a coupon that has | Another method that’s A small element could
returns to be filled out and easy to monitor. And you | jeopardise success. For
returned to receive the can ask questions to example, you may not get
goods. (Remember to collect adequate a good response for date
collect as much information for your of birth if your target
information as you can database and future market is over 21. But if
for your database.) promotions. you ask only for the day
and month or month or
star sign, you might get a
better response.
A simple You can implement an It is constant and does not | The process must be
questioning internal system any time | need to change with each | followed every single
system (which could serve as the | new ad or test. The whole | time. If you forget to

measurement role). You
always ask how someone
heard about you. It
should be scripted and be
a part of each team
member’s training.

team can be easily
involved.

ask—or worse, to record
the information—you
will compromise the
outcome of a test because
it’s open to human error.

Here’s another example. Can you spot the measurement opportunities?

Al

Home Painting

e Call now for your Free quote
e We guarantee all our work

e All suburbs covered

e Free colour consultation when you present this voucher
e Member of the Master Painters Association

10% Discount

Picture your home painted professionally!

Discount to all customers

for a limited period

Call 0800-654-321 or come see us at 987 Somewhere Road, Ashtown




How did you do? Let’s discuss the possibilities.

e You could measure the number of people who are requesting the 10% discount.
To make the voucher even better, use a “Sunset Clause.” That is, set a clear
expiration date to get people to call now rather than later.

e You could implement a manual system to ask people (whether they phone or drop
by) where they heard of you. It should be used all the time, but good triggers
would be those people who ask about the “‘Free Quote’ or 10% discount.

e You could measure the number of people who take you up on the offer of a ‘Free
Colour Consultation.’

e You could measure the number of incoming coupons that have the code in the top
left-hand corner.

Two other areas are very important to think about.

1. You should only focus on one measurement tool for each venture. If you have an
ad like the previous one, you need to decide which measurement tool will be most
effective and most easily monitored. Then institute a system to make sure it’s
measure effectively and accurately every time.

2. There is a critical second stage to your measurement. The first point of
measurement is the actual lead—how may times the phone rings, how many
vouchers come in, how many reports are dispatched, and so on. The next phase is
to measure the actual conversion to sales.

It’s one thing to get enquiries. It’s quite another to get them from the target market.
An offer that works is not necessarily the one that makes the phone ring the most
often. An offer that really works is the one that, at the end of the day, sells the most
products or services.

So to accurately measure what’s going on, you not only need to track calls or offer
requests, you must also monitor them through to a final conversion to sale. And the
process continues as you measure the frequency of contact with the clients, whether
they refer like clients, and so on.

Counting the initial number of leads is just step one in a system of measurements.

Let’s recap briefly.
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e Without a measurement system in place, you cannot expect to have data to show
you the effectiveness of your advertising and marketing spend. You won’t be able
to establish whether a £1,000 investment in a marketing venture is wise money or
simply a waste of your hard-earned pounds.

e Several different types of mechanisms can be used to measure an offer’s
effectiveness. The secret is to decide which one you will measure and do it every
time.

e When you have faith that every lead has been captured, you can accurately
monitor the success of the project.

e Once you have the initial lead, the job is not done. You need to monitor through to
actual sales before you can be satisfied that the lead was a good one.

e If an ad, offer, or other marketing tool gets a lot of inquiries but rarely converts to
a sale, you need to look at a few things. Is the medium right? Is your offer
working or does it only attract ‘tire kickers’? Should you test another headline?
Are you above the price point? Are you below the price point? Does the offer
correctly portray your market position? And so on.

e If a method has high volume/low conversion, you need to ask yourself a few
questions like those above, then tweak the offer and retest.

That raises a good point—testing. How do you do it? Why do you do it? What
mediums can you use? Is it worth the time and money?

Testing is an integral part of any marketing effort. Many a business has failed because
they forgot to test. For instance, launching a new product without proper market
testing and feedback. Or spending an exorbitant amount of money on a campaign, say
telemarketing or a huge offer campaign, without testing the market and method on a
small group first.

Many businesses stumbled into a great new area, market, or product because they
tested. They took something interesting and spent a little time and effort to sample the
reaction of a small group of possible customers. If it doesn’t work, they’ve hardly lost
a thing. If it does, they may have gained a lot for little risk.

So how do you run a test? Let’s say you have this next offer planned for a magazine,
but it will cost £11,000. You may decide to test the ad first. There are a few possible
mediums. Let’s say you choose 300 names from a list that deals only with your target
market—young professionals.

You could test the ad by sending the offer to your target market and monitoring the
response. Remember, we’re measuring a few things: (1) How many enquiries does it
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generate? (2) How many progressed to a sale? (3) If they don’t progress to a sale, do
we know why? And so on.

New Digital Deal

Only £29
When you purchase your new *Brandname . . .
mobile phone before March 15" 2005, here’s Th's. offer is available to approved |
what you get: credit card customers only. We
' Picture require you to enter a minimum 15
e FREE leather case and vehicle adapter month contract efc. etc. etc. ec. etc.
(valued at £42) of etc. etc. etc. etc. etc. etc. etc. etc.
= FREE connection to *Trademark Network .
(normally £35) mobile
e  Low cost *PhonePlans from as little as just here

£20 per month
Powerful battery with standby battery at
no extra charge (valued at £45)

Limited offer, call our
hotline now on
0800-123-555

Or you may decide to use a medium that’s more in line with your final plan for the ad.
For instance, if the full run will be in a newspaper or magazine, it may be worth
testing in the same or similar medium if a low-cost option is available. Local
newspapers, for example, may charge a few hundred pounds versus a few thousand in
the larger metropolitan papers or targeted magazine.

Again, measure the response as described above. You may decide to test 2 runs—
either a week later in the same medium or a split run in the paper in the same issue. Or
else you could look at splitting a small group in half, say your 300 young
professionals.
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Then try another offer and test the difference in the results. Remember to use a unique
measurement tool as discussed earlier. Here’s what your other ad might look like:

SAVE £250 on your new
Digital Mobile Phone

When you purchase your new *Brandname Picture of Order now while stocks last!
mobile phonv.e before March 15" 2005, here’s This offer is available to approved
what you get: Mobile credit card customers only. We
require you to enter a minimum 15
month contract etc. etc. etc. etc.
etc. etc. etc. etc. etc. etc. etc. etc.
etc.

* FREE leather case and vehicle adapter hara
(valued at £42)

e FREE connection to *Trademark
Network (normally £35)

e Low cost *PhonePlans from as little as

just £20 per month Limited offer, call our
e Powerful battery with standby battery at hOtline now on

no extra charge (valued at £45)
0800-123-444

By running the revised version of the original ad, you’ll be able to ascertain whether a
particular headline brings better results. Notice that there’s a different phone number
to ensure that you’re accurately measuring the difference between the two.

To measure that, you could do a few different things:

e You could have the phone company monitor the number of calls and the areas
they come from. Then have your own system to follow each call through to a sale.
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* You could physically record each incoming call and sale made through a given
line, as shown below.

New Digital Deal... 0800-123-555

Date Incoming Calls Sales Made
12-2-05 i 1

12-3-05 i 1

SAVE £250 ... 0800-123-444

Date Incoming Calls Sales Made
12-2-05 i 1

13-2-05 i i

So, is advertising and marketing really worth it?

Frankly, you will only ever know if you measure, monitor, and test.

If an ad will cost you £100, £1,000, £10,000, or more, it might seem expensive.
However, if you knew the ad would bring in £200, £2,000 or £20,000 in sales, you
might not view that advertisement or marketing piece as a cost so much as an
investment.

Suddenly a £10,000 ad that on average brings in £20,000 or £30,000 in sales (you
know that because you’ve tested it), it certainly would be worth it. Particularly when
you consider the value of your customers over time. That ad may reap only £20,000
or £30,000 in initial sales, but what about all the follow-on income when your
customers buy from you again and again? Surely you’d be able to add at least another
£10,000 to £20,000 attributable to that ad.

Then again, if you fail to measure the results of an ad or campaign, how will you
know if the money was well spent? You wouldn’t, except by guesswork. What if the
business you think the ad is bringing in is really coming from somewhere else?
Referrals for example. That can be expensive. You might end up continuing to invest
in an ad that isn’t working at all, throwing away your hard-earned money.

So, is it worth it? Depends on the return it brings. And you can only judge the return a
piece brings by measuring, monitoring, and continually testing.
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Now, just imagine you knew—once again because you’ve tested—that a particular ad
brings in a particular amount of sales each time you run it. Budgeting would be easier,
wouldn’t it? You’d know how to map out your cash flow around those campaigns.
Projecting sales and planning production or staffing is suddenly easier, too. Why?
Because you know to a degree of certainty what will happen next. So you can see the
huge benefit. Go ahead...test these ideas!

Your Action Plan: Reap greater rewards from your

marketing investment by measuring, monitoring, and testing

Action
(What needs to be done.)

Outcome

(Results to look forward to.)

Person
responsible
(Make sure you

involve others,
if possible!)

To be done
by:

Review this information with
your team.

To involve your team. Without
their co-operation, it’s difficult
to ensure accurate results.

Review the measurement
techniques listed here. If you use
any, include any suggestions
made here. If you haven’t used
any before, incorporate one
option into a particular
marketing piece and test how
measuring works for you.

To test the ideas given here and
give your team a chance to get
used to tracking results.

Repeat that process on another
marketing piece.

To test again.

Institute measurement
techniques across all marketing
pieces and being monitoring and
testing.

To improve your overall
marketing.
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More on Testing—Make Your Marketing Pound Go
Further for You

Learning to test everything can be a challenge.

Let’s face it, most business owners work on ‘gut feeling’—a combination of
experience and intuition.

“Testing’—measuring your results from your marketing, comparing results one
against one another, and making decisions based on the results of that testing, rather
than gut feel—is foreign to many.

This information is designed to give you insight into just how important testing and
measuring is for your business, your marketing, and your management. You’ll look at
different areas that need testing and just how easy that can be for you.

How do you put a marketing or management question to a vote without measurement?

What you can measure you can manage

It’s amazing how few companies ever test any aspect of their marketing and then
compare it to something else. They bet their destiny on arbitrary, subjective decisions
and conjecture.

The way to avoid this is to measure the results of different approaches or ideas. But
it’s not just measuring everything. Here’s a simple example: Ever wonder why
McDonald’s stores are red and yellow? (It’s not by accident). McDonald’s tested
different colours and found red and yellow generated better results for them.

The point is—and this is not guesswork—when you test one approach against another
and then carefully measure and tabulate the results, you’ll be amazed that one
approach almost always produces substantially better results by a significant margin.

Measurement has a purpose—to demand maximum performance from each marketing
effort.

Any business CAN achieve immediate increases in sales and profits merely by
measuring what’s currently happening and then measuring what happens when some
element in the marketing mix is changed.
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That is, by testing one sales thrust against another, one price against another, one ad
concept against another, one headline against another, one TV or radio commercial
against another, one follow-up or up-sell overture against another, and so forth.

What you can measure you can manage.

When you measure the responses, you can make informed decisions about whether a
particular ad or marketing strategy pays. If it does, your ‘ad budget’” becomes
meaningless because you just keep running it over and over until it stops working.
You may blow your ad budget a hundred times over AND make a fortune. But you
can only know that by measuring.

You need to measure every variable in your business. Then measure what happens as
various elements are changed (taking care to check that only one thing is changed at a
time, of course).

But don’t stop. Keep measuring and testing to find out “how high is high’?!

Keep experimenting and come up with better approaches than the current *control’
approach. (Your “‘control” approach is the particular way of doing things that proves to
be the current best performer.)

So first things first. You need to establish your current ‘control approaches.” That is,
establish the results from the best-performing ad, sales technique, offers, and so on.

Once you find the control concepts or approaches, keep testing to see if you can
improve on their performance. Then replace the current control with one that
generates a better response. That then becomes the control approach.

From here, if you run advertisements in newspapers or magazine, you can test
different approaches, different headlines, different ‘hot buttons’ or benefits, different
packages, different rationales, different ways of positioning an idea, different pricing,
and different bonuses, as well as different offers. Test different directives to the reader
or listener about how to respond and what action to take next.

Test positioning in the front, back, right, or left side of the page. Test mediums
against mediums. For example, the results from one week’s responses to your phone
directory advertising versus those from one week’s advertising in a local paper. Test
the television or radio stations where your ads are run.

Measure the number of responses. Then the number of those responses resulting in
sales from each specific advertisement.
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Then compute the cost-per-prospect, the cost-per-sale, the average sale-per-prospect,
the average conversion-per-prospect, and the average profit-per-sale against your
‘control.” This will reveal an obvious winner—the control you then keep running until
further testing gives you another.

All this testing and measuring might seem like a lot of hard work, but consider this:

The cost of an item, a marketing piece, or a technique remains the
same regardless of the results.

For example, a salaried salesperson costs the same fixed amount per day, whether
they make one sale a day, 3 sales a day, or 4. An ad costs you the same amount of
time and money whether it generates 100 leads, 1,000 or 10,000. Testing and
measuring means you can LEVERAGE that investment by making sure you get the
best possible results. Only then can you maximise the value your business receives
from that investment.

Given that, start testing and measuring everything NOW. Now let’s look at various
areas that must be tested.

Testing price

Testing prices is a major source of surprise for most people. Different prices on the
same product or service often outperform one another by an enormous margin.

So test your prices.

Remember, it’s not a matter of increasing prices, rather testing them. And testing can
be done without your customers ‘batting so much as an eyelid.’

For example, a hotelier was advised to increase his prices. He didn’t like the idea at
all and rejected the ‘ridiculous’ idea. “I’ll lose all my customers,” he said.

So they did an interesting test. The hotelier had some slow-moving items that
represented approximately 30% of his £450,000 turnover. It was agreed, as a test, that
prices on those items would be increased by 10%. Of course, the results were
measured.

The result? No decrease in sales of the slow-moving items at all AND an extra
£13,500 on the bottom line.
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Of course, the hotelier would not have realised that gain had he not be willing to test.
Imagine the opportunities you could be missing out on if you’re not testing!

Other price testing has resulted in the following:

» £19 outperformed £25 by 300%.
e £195 outperformed £245 by huge margins.

e £295 outperformed £195 on certain offers, which netted the client £100 more per
sale!

One price outperforms another because of many reasons, including the customer’s
perception of value, quality, service, and so forth.

Testing applies not only to outside sales efforts but also to every aspect of marketing,
like pricing.

Test, measure & compare all your marketing pieces
Again, what you can measure you can manage.

This concept is extremely simple. Unless you measure the results of your marketing,
you’ll never know how well it’s working.

But simple as it is, very few business owners or managers measure anything, let alone
test it. Instead, they rely on their own intuition about what is working and what isn’t.

You really shouldn’t complete a single piece of marketing—not a single
advertisement, mailer, telemarketing campaign, or whatever —without being able to
measure its results.

For example, never run an ad without a response mechanism. You always need to
include a coupon to return, a code, an offer that applies only to that marketing piece,
or a specific toll-free number.

(Response devices and calls to action will be reviewed in more detail in ourseries of
Special Reports.)

Then for each placement of an advertisement or mailer where you’ve changed an
element, use a different ‘key’ number in the advertisement or code number on the
coupon, or give the reader a different department to write to or a different person or
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extension number to ask for when calling. This way, you know exactly how many
responses you received from each placement.

Never stop at one advertisement. No matter how good the response, always test other
approaches to see if the ad can do even better.

Once again, this means you must test one headline against another, one price against
another, one guarantee against another, and so on.

When one ad or approach or letter demonstrably outclasses all others, make that ad
your “control’ and then try to beat it. As soon as you find one that works better, that
new one becomes the control.

However, here is an important caution: Never stop running an ad just because YOU
have grown tired of it. Your judgement doesn’t count here. The only way to do that is
to put the marketing question to a vote by the only people whose ballot counts—your
customers and prospects.

The only valid judge is the marketplace. If an ad keeps generating a good response,
keep running it (even if you’re sick of it!). Some successful mail order ads have been
running unchanged for 25 years. One presumes they’ve tested it and it works—they
just haven’t found a way to beat that “control’ yet!

Testing headlines & space ads

Headlines are the most important element in any advertisement. Therefore, it’s
important that you know the effect of a different headline on one ad versus another.

You can conduct the test in a number of ways.

1. If you’re using display advertising, you can pre-test the headlines against one
another in small display classified-type ads, or even in straight classified ads.

2. If that’s impossible, you can test space ads by running the smallest test region
available. Many magazines, newspapers, and other publications allow you to run
in a geographic fraction of their total circulation. You pay a premium, but it’s
much cheaper than paying their price to run in total regional or national
circulation only to find out it doesn’t work.

3. If that’s impossible, you can rent segments of the list that your piece will
ultimately be sent to and then mail 500 or 1,000 copies of Ad A and 500 or 1,000
of Ad B or letter A & B. One of the two will almost universally out-produce the
other. After determining which ad pulls better, ‘roll it out’ to a larger geographic
area or a larger number of names or the total circulation.
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Testing new approaches for salespeople

If you have salespeople, it’s a good idea to take 2 who have a comparable size or
demographically balanced territory. Have salesperson A present a package, product,
offer, price, and so on in a certain way for a set period of time. Have salesperson B
present the same thing, only change one variable.

At the end of the time period, analyse which approach produced the best results and
then integrate it throughout your system. After this, begin again with another test,
expanded this time, to improve on that sales approach.

Check the smallest test area first, then go a little larger. You may go 3 or 4 times that
size and validate it again. If it continues to work, keep expanding. Never ‘go for
broke’ unless you have to. In other words, if you have 15 salespeople and test 2, and
one approach out-produces another by 4 times, you would have to deduce that the
successful concept is 4 times more powerful.

But be careful. It could be that the salesperson who did well is just more articulate,
more excited, more able to embrace the benefits of your product or service. It may not
be a better concept at all.

The only way you can really verify your results is to do the test again in an expanded
area. This time, use 3 salespeople to try it one way and 3 to try it the other way and
see if the results are still the same or comparable.

If each salesperson averages 15 calls a day, it makes sense, doesn’t it, to find the one
sales ‘presentation’ or ‘package’ that lets them win twice as many sales and increases
their average order by 40-100% with the same amount of effort?

Tomorrow, have your salespeople try different “pitches’ (‘pitch’ meaning a spoken
presentation), different ‘hot-button’ focuses, different ‘packages,” different specially
priced offers, different ‘bumps’ or upgrades, different follow-up offers, and so on.
Each day you could review the specific performance of each approach, then analyse
the data.

If a specific new twist on your basic sales approach outperforms the old approach by
25-50%, doesn’t it make sense for every salesperson to start using this new approach?

Test every sales variable. Both positive and negative data can help you dramatically
manipulate the effectiveness of your sales efforts.

But don’t stop at merely finding those approaches, offers, prices, or packages that
outperform the others. Once you identify the most successful combination, your work
has just begun.
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Keep experimenting to come up with even better approaches that out-pull your current
‘control” approach.

Here’s an example everyone can relate to.

‘Can I help you?’

Take these simple (and, regrettably, frequently used) words you hear when you go
shopping. These 4 words are costing retailers (and others) a veritable fortune.

It’s a “closed question.” Given that, you have a 50% chance of having that customer
say ‘No thanks, I’m just looking.” It’s a bit like playing roulette—a sales Killer!

You’ll get totally different responses when you replace these words with opening
remarks like:

‘Hello, have you been in here before?’

Or

‘Hello, thank you for dropping in. It’s good to see you.’

Even simple words at this part of the sales process can make a mammoth difference.
In fact, removing “‘Can | help you?’ and replacing it with just one of those phrases has
been proven to increase sales by 16%. On a £1 million turnover, that’s £160,000
annually simply by testing one tiny phrase!

You wouldn’t know that unless you tested it. What income could you be missing by
simply not testing, or not knowing for sure, the exact results you’re achieving?

(Sales approaches in retail and other situations will be reviewed in more detail in our
series of Special Reports.)

Testing direct mail

Any time you’re planning to send a mailing to a large group of people as a test, it’s a
good idea to use a smaller segment from the list that represents your ideal potential
customer. For example, if you’re planning to mail to 5,000 people, a test of 500 to
1,000 would give you some idea.
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To review this further, consider this: If you live in a city with 5 different sections, and
if you only mail to the most affluent or the most poverty-stricken, you’ll naturally
skew your results. So it’s important to test your mailing on your most likely potential
customers, rather than on groups that simply aren’t appropriate.

After testing your mailing this way and tracking your results, you’ll have a good idea
about how well your entire mailing will do—before you do it.

You can also test by segment to evaluate one approach or one concept over another. If
you have only one concept that you’re enthusiastic about, don’t spend a lot of money
on it. First, for a modest amount of money, prove or validate that it works.

This could literally save you thousands of pounds and hours and hours of time.

Testing radio

One great example of the value of testing comes from Steve Houghton, a supplier of a
personal alarm.

Steve used radio advertising (advertising that he got on what’s called a ‘per inquiry’
basis—more about that later) to test different approaches, different prices, different
commercial lengths, different words, and even presenters of different sexes.

For example, he found that changing from a male voice to a female voice in the
commercial doubled his sales. He found that moving from a 60-second commercial to
a 45-second commercial, with a 15-second ‘tag’ played later in the break, doubled his
sales.

Steve made over £1 million in additional sales by exploring all the possibilities. In
fact, when testing what price he should charge for the alarm, he discovered that the
alarm he was barely selling at £9.95 per unit sold like hot cakes at £39.95 per unit!

Testing telemarketing

You can also test telemarketing (that is, phoning prospects or customers).
Telemarketing can quickly test approaches, offers, and so forth.

You can take 2 or 3 possible strategies and test them on groups of 200, 500, or 1,000
people. Then, integrate the successful strategies into your direct mail programs or
print advertisements. A telemarketing test can be a relatively accurate measure of the
success (or failure) you’ll achieve with a specific strategy.
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You should also use telemarketing to test headline themes, guarantees, packages of
products or services, and different amalgamations. However, remember that you can
only test one thing at a time if you want pure and definitive results.

It doesn’t matter how you measure the results. Actually, what really matters is that
you do measure them. And when you’re measuring, it’s critically important to be
aware of the next concept we’re about to discuss.

Lifetime value: a final point

Measuring and testing are absolutely necessary to maximise the potential of every
aspect of your marketing. You can (actually, you must) test the following:

Ad Size Copy Offers Price Gender/Demographics
Colours Graphics Packaging Scripts Mailing List
Headlines Guarantees  Placement ~ Timing Words (Phone)

When measuring the results of your ads or marketing pieces, it’s not enough to simply
count the number of people who respond. The quality of the response is just as
important. In other words, a lot of people may enquire, but how many of them buy?

In fact, it even goes beyond the number of people who buy a particular product. What
you really want to know is how much a customer is worth to you, in pounds and
pennies, over his or her lifetime.

This figure is called the “Lifetime Value’ or “Marginal Net Worth’ of your customer.

Lifetime value works like this: Let’s say you run an ad for £4,000 and 100 people
respond. Of the 100, 20 people actually buy from you and they spend an average of
£450 each. Also, say that after production and distribution costs are subtracted, £210
of the £450 remains as gross profit per sale—or £4,200 total gross profit (20 people
multiplied by £210 each). Your net marketing profit, then, is £200 (£4,200, minus the
£4,000 you paid for the ad.)

This may not seem like much profit, but you need to look further.

Let’s say you know from experience that, after making an initial purchase, each new
customer will buy from you an average of 3 times over the next 2 years. And say you
know that the average profit per sale will be £300, which is reasonable if you’re
successful in your follow-up or ‘back-end’ marketing. (‘Back end’ is the sales you
make after the initial sale.)
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So the 20 new customers you acquired from the initial ad will, in turn, bring you not
just £200 in profit, but £18,200! (The £18,000 comes from £300 per ‘back-end’ sale
multiplied by 3 sales multiplied by the 20 customers.)

Thus, on a per-customer basis, each customer costs you £20 to acquire (£4,000 for the
ad divided by 20 customers), brings in £10 profit on the front end, and £900 profit on
the “back end.’

This kind of information is invaluable! And puts the cost of that advertisement into
perspective, doesn’t it—it certainly seems worth doing!

In fact, the lifetime value of a customer is a critically important factor in any business.
Put simply, unless and until you know what it is, you have no idea how much to
invest in your marketing and advertising to create a new customer.

And the catch—you can only find out by testing and measuring!

Your Action Plan: Begin testing and measuring every area
of your marketing

Action Outcome Person To be done

(What needs to be done.) (Results to look forward to.) responsible | by:

(Make sure you
involve others,
if possible!)

Review ‘testing & measuring’ To open the team up for
and the impact it could have on discussion.
your business.

Develop some methods of (a) To track the results and calculate
tracking the responses and (b) just what those results mean to
calculating the results. your business.

Once you’re ‘on a winner,” don’t | To make sure you get the most
change it until something else out of each marketing piece.

works better than this one.
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Develop a Promotions Schedule to Propel Your Sales

Ever noticed how business can be very up and down?

Most business owners or managers experience this at one time or another - this needs
to be addressed.

One great way to do that is to create a ‘promotions schedule’ so that you as the owner
have a constant focus on marketing and avoid the peaks and troughs that normally
occur.

Take the guesswork out of marketing and plan ahead

A promotions schedule is simply a schedule, a list of all those marketing events or
strategies you’re going to implement during a year. It’s a bit like a recipe for your
marketing—’a little bit of this, a pinch of that, and presto! We have ongoing sales!”

But that recipe must take into account the ‘ingredients’ around it. Those things that
will affect its outcome, like seasonal influences, local events, and so on, will affect the
results of your promotions schedule. Let’s look at each of these in more detail now.

1. Lag!

The first and probably most critical is a phenomenon called ‘lag.” Lag is the time from
when you actually implement a marketing strategy to when that strategy actually
brings results. Results like extra cash in the bank, new customers registered on your
books, and so on.

‘Lead time’ is another form of lag. It is the difference between when a person
registers an interest in your product or service and when they actually sign on the
dotted line and hand over a check.

To illustrate the point, let’s look at an unlikely example. You own a major department
store and the day before a special sale—it happens for just one day, just once a year—
you advertise everywhere: TV, newspapers, a huge billboard in the centre of the city,
and so on. The lag, then, is 24 hours, the time from when you advertised to when you
got the results—the very next day.

(This is not an ideal scenario, of course. Imagine how many more people could have
seen the advertising and had time to respond if the marketing—and the sale—had
gone on for a longer period of time before the sale!)
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For most businesses, that lag takes about 4 to 6, even up to 8 to 12 weeks. For others
it’s even longer.

A more likely example is that you might send out a direct mail campaign to a targeted
list of potential customers. The lag time, then, is the time between when you send the
mail, to when it arrives at the business or the home, to when the actual prospect
receives it, to when they read it.

And from there, right through to when they respond or you follow up, to when they
actually come into your business, to when they finally purchase. For planning
purposes, you can even take this concept one step further—through to when all
suppliers are paid in full and the money from that sale is free and clear, sitting in your
bank ready to use!

Obviously, understanding lag is important for planning your promotions schedule. For
example, if you want to boost sales in March, you literally can’t complete a marketing
campaign in March and expect that to work during March. It would probably work in
April. For most businesses, you would need to be marketing in February, in some
cases late January, to increase sales in March.

So you can see how this would affect your promotions schedule.

2. Seasonal fluctuations

Does your business experience seasonal fluctuations? If your answer is ‘yes,” you
must do several things. Normally, if you have a peak season, you will usually have an
off-peak season. Both seasons require different marketing tactics.

For example, if you know your peak season occurs during May, June, and July, you
would market in April, May, and June. The aim is to capitalise on the peak, if you
will, and to set up sales for May, June, and July.

Next you need to boost your sales in your off-peak season, so in July you might want
to do a special marketing campaign promoting off-peak specials for August and so on.

For example, gyms are quiet during Christmas. Everyone’s on vacation or busy
turning the festive season into a time of feasting themselves silly! In this case, then,
the gym could put together a fantastic once-a-year special available only to new
members or renewing members who sign up in December and January.

The gym could explain how this is normally a quiet time, but not at their gym! It
could also entice people by saying that people typically gain weight over Christmas
and then spend till February trying to remove it!
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Or they could promote that the membership doesn’t start until the end of January so
that people can still go on vacation AND receive their full membership term. Either
way, they’d need to make a special offer, include bonuses, extra time in the
membership, free health assessments, and more—anything to make it seem too good
to pass up.

If you know that sales drop dramatically during this period, does it really matter if the
1 or 2 people who might have actually joined during this period benefit from the
special? No, of course not. Especially when you consider the vast improvement in
sales it could mean.

So the special promotion for December and January would start in November. Of
course, if you know that November is normally a terrible month, too, you might even
start the Christmas special in mid-October!

Your promotions schedule can also note the time when preparation for
implementation of the strategy should begin and be complete.

So as you can see, through proper planning of your promotions schedule, you can take
advantage of these seasonal fluctuations, instead of accepting slow times. You can
turn the troughs into peaks by creating something special to offer potential customers.
It means, too, you can plan to maximise peak periods as well.

3. Local events

When you’re building your promotions schedule, it’s a good idea to take local events
into consideration. Perhaps your local area has a street festival, a town parade, local
sporting club traditions, or yearly school events.

Whatever the case, complete some sort of marketing strategy that takes advantage of
the event in the lead-up and during the month it occurs. It might be a great excuse for
a sale themed around that event or a special seminar for clients. Anything that gets
customers into your business during that time and increases sales.

4. Holiday events

In the same way, holiday events need to be taken into account. Your promotions
schedule must include marketing activities leading up to Christmas, for example. That
marketing activity could be anything from sending Christmas cards to nurture existing
customers, to having a huge Christmas party for team members, customers, and
suppliers alike. Or it could mean having a Christmas sale or making a special
Christmas offer.
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Either way, your promotions schedule should include the preparation and mailing of
those cards, invitations, or marketing material in November so they’re ready for
December.

Thanksgiving, Easter, New Year’s, other religious holidays, or national or regional
holidays could be a great time to do something special.

5. Special occasions

Mother’s Day, Father’s Day, Valentine’s Day, Secretary’s Day, or any of the declared
‘International Days’ can be useful, too, and may need to be considered in your
promotions schedule.

6. Self-made events!

Self-made events can be a great way to bring existing customers back into your
business or win new customers and increase sales.

Turning the business’ birthday into an event is a perfect example of a self-made event.
Call the local paper and let them know. Tell them you’re having a huge party. To
celebrate, you’re putting on specials like never before and offering refreshments.
Book a live band or some children’s entertainment for the day so that people can
enjoy themselves while they shop, for example.

Declare it the ‘Day of the Dishwashers’ in your electrical appliance retail store and
come up with a special on dishwashers.

Hold a free ‘Saturday Sausage Sizzle’ and host a cookout at your business. Use flyers
or advertising to invite locals. If you let your local paper know, you might get a write-

up.

Closed-door events, where customers can only attend by invitation, can be a great
way to create interest and sales.

Offering to support your local community or sporting clubs by inviting them to have
their ‘sign-up’ at your premises can be another great way to bring new people to you.

For a professional firm, some of these ideas still apply. Who said because you were
professional you had to be stuffy as well?! Seriously, though, you could hold special
seminars and invite guest speakers. You could create a breakfast club just for your
best clients and give informative presentations that will help them in their endeavours
and add value. The list goes on and on.
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Think about what your ideal customers and potential customers would really enjoy
and then make it fun. Turn it into something everyone—you, your team, and your
customers—can enjoy while sales go up!

7. Get that marketing going!

By now, you’ve probably heard some great marketing ideas. The important thing is to
do something with that information.

So whether it’s implementing a marketing strategy you’ve talked about or it’s an idea
you or your team have had for some time—the point is to do something.

To some degree, it really doesn’t matter what you do—just do something!

To get the best ongoing sales results, you must complete at least
one marketing exercise per month.

The promotions for the events and special dates are great, but it’s important, too, to
get some fundamental marketing strategies implemented in your business.

Just like exercise is vital to your health, implementing at least one marketing exercise
per month is vital for the health of your business. So you must build other ideas into
your promotions schedule.

Ideas like implementing a referral system to constantly win referrals to new leads
from your clients or customers. Testing new advertisements. Completing direct mail,
even if you only send 20 letters per month and follow up the next. Improving your
packaging of products or services. Establishing alliances with other businesses that
deal with your ideal type of customer and can refer people to you.

Holding a Client Advisory Board to find out what your customers really think of the
service they receive is another great tool. Completing phone training to improve
handling of enquiries and sales over the phone. Improving your trade show exhibit.

Literally anything that will improve your marketing and increase sales! The important
point is to do it!

(All of these ideas will be explored in more detail in our series of Special Reports.)

An example for you

Here’s an example of a promotions schedule. You’ll notice the months listed in one
column, the calendar events that usually occur in that month, the conditions
historically experienced by the business, the activities being prepared, followed by the
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actual marketing promotions set to occur. And finally a listing of when the activity
will take place and who is responsible for its completion.

Don’t feel restricted by this style. You should create a promotions schedule that meets
your needs—as long as you do complete one. Be sure to consider the calendar events
of the month, the business conditions of the month, and account for the work needed
in advance to execute the promotions within any given month. There’s no point
deciding in December to complete a promotion and then working frantically to have
that happen in December. If it is anything more complicated than announcing, for
example, a special within your business, it will be nearly impossible to do. And worse

yet, because you’re completing it in a rush, it’s usually not nearly as effective.

Promotions Schedule

Protected by Copyright

Month Event Conditions To Be Prepared To Be Completed | By By
When Whom
January New Normally Prepare an End of Complete New
Year’s quiet. Financial Year Sell- Year’s Super Sale.
out. Order stock
‘specials,” prepare Complete
invitations for a pre- Valentine’s Day
sale ‘closed door sale’ | Promotion.
for existing customers.
Write invitation letter.
Prepare ad and book
ad spaces. Talk with
suppliers about
merchandising in-store
items.

February Valentine’s | Starts getting Create an Easter Merchandise stock

Day busier. special and in-store for End of

promotion. Financial Year

sale. Send
invitations to 660
existing customers
and run ads for the
sale. Brief the
team about the
specials.

March End of Normal Prepare Mother’s Day | Hold End of
financial month. in-store promotions Financial Year
year and advertisement. sale. Hold team

party and meeting
afterwards.

April Easter Normally slow | Prepare mailing list Run Easter

sales. request script and special.
form for team to use
with every customer to | Run Mother’s Day
build mailing ad and Mother’s
database. Day in-store
promotions.

May Mother’s Beginning of Prepare referral Train team in

Day peak time. strategy. using script and
form with
customers.

June Annual peak Ensure every team

time. Very member is
busy. capturing
customer details to
build database.
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Month Event Conditions To Be Prepared To Be Completed | By By
When Whom
Train team on how
to use referral
strategy with
clients.
July Holiday Still busy. Promote Holiday
season specials.
August Local Begins to slow | Prepare Father’s Day Follow up referral
Summer down to specials and in-store strategy by mail.
Festival normal. promotion.
September | Father’s Average Prepare in-store Run Father’s Day
Day month. birthday celebration specials and in-
for business. Book ad | store promotions.
space and prepare
birthday ad..
October Business’ Average Prepare Christmas Run birthday ad
Birthday month. card mailing. and hold in-store
birthday
celebration.
November | Christmas Gets busier Prepare New Year’s Send Christmas
run up again. sale. card mailing.
December | Christmas Busy time, Prepare Valentine’s Promote New
slightly above | Day promotion. Year’s sale.
an average Arrange a door prize
month. for a romantic-dinner-
for-2. Prepare ad.
Write ‘love’ letter to
existing customers to
thank them for being
customers and offer
something special.

Your Action Plan: Build your promotions schedule to
maximise your sales

Action

(What needs to be done.)

Outcome

(Results to look forward to.)

Person
responsible
(Make sure you

involve others,
if possible!)

To be done
by:

Map out the months of the year.

To establish your calendar.

Beside each month, note down
all the special events and days
that offer a promotional
opportunity.

To note ALL possible calendar
events that could be an
opportunity for a marketing
exercise.

Note down the marketing
activities that will be completed
to promote those events.

To be sure your marketing
activities are prepared well in
advance, that way maximising
the benefits of the strategy.

Mark when you’d like to
implement other marketing
activities such as a referral
strategy. These ideas are pivotal
to grow your business in the
long term. More than just

To add to your promotions
schedule by including other
marketing activities that might
be taking place. For example,
you could mark in “Focus on
cross-selling XYZ’ to increase
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Action
(What needs to be done.)

Outcome

(Results to look forward to.)

Person
responsible
(Make sure you

involve others,
if possible!)

To be done
by:

providing a reason for a
promotion, these sorts of
activities maximise your
marketing and sales overall.

your average transaction value
for a particular month.

Work backward from there.
Look at each event and note in
the month prior to the
occurrence of that promotion, or
even the month prior to that, the
date to prepare the strategy and
the person responsible for the
task.

To ensure that you complete
each strategy in a timely manner
each month.
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