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Introduction

To ensure your business survives and prospers, you need a business strategy. This
means developing a strategic vision for your business and then positioning it in the
marketplace. This strategy will become the roadmap for your business.

Why you need a strategy

Direction and focus to your business

The purpose of a strategic vision is to give direction and focus to your business.
The strategy should aim to inspire both you and your employees, because people work
best when:

e They know there's a purpose to what they’ re doing.
 Their tasks are part of athought-out plan.
» They have challenges and targets to meet.

Developing a broader vision

Strategy involves thinking about the overall Products
direction of your business. That means thinking and
about what' s happened in the past few years and S
what you'd like to happen In this book
in the years ahead. To do thisyou have to lift we'll often
your vision above all your day-to-day activities use the word product to
and answer these questions: include the services you offer.
» Where has your business come from? Remember that each of your
« Where do you want your business to go? services (your products) also
« How are vou going to get there? includes a service component
Wareyougongtog o (the way you look after your
* What do you want to achieve in the next few customers, such as a money-
years? back guarantee, follow-up or

after-hours visits).

So products and services mean
your product (either a physical

You also need a strategy because:
* Your customers change

* Technology changes widget product or a service
» The environment and the marketplace change product, such as lawn mowing)
» Competition changes plus the additional services

(guarantee, home delivery,
etc.) that are linked to that
product.

* Thetypes of products/services you offer will
likely change.

© 2009 The Small Business Company Ltd  www.tsbc.co.nz 6
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All of these involve strategy and strategic thinking. The most successful businesses
arethose with a definite strategy. Their strategy is what enables them to survive the
changes and turbulence in the world around them. It gives purpose, logic and direction
to their marketing plans.

Developing your strategic thinking

Gain some distance

Most of us get so wrapped up in the day-to-day
operations of our businesses that we never get a
chance to think about the direction of our
businesses. That's why taking a day or a weekend
off to do some quiet thinking somewhere away
from your business can be so productive.

Gain employee ‘buy in’

If you have employees, include them in your
strategic thinking. There are two good reasons for
this: firstly, your staff can help sharpen and
enhance your strategic thinking. In their daily
dealings staff in many businesses are closer to
customers than owners or managers and therefore
have much to offer in the way of feedback.

Secondly, involving staff increases their *buy in’
to the strategic planning process. Instead of just
imposing a strategic plan upon them, you're
asking for their input and including their
feedback in your strategic vision for the business.
Asaresult they’re likely to be far more
committed to the strategic vision. And everyone
performs better when they know where they’re
going and what steps they need to take to get
there.

Strategy
versus
tactics

The differ-
ence between
strategy and
tacticsisrealy quite smple.
Strategy describes your broad
direction and goals, while
tactics are the actual methods
you choose to achieve your
vision. Strategy isvisionary,
tactics are practical.
So strategy involves thinking
about the direction you wish
your business to take and what
you'd likeit to look like in the
future.

Tacticsinvolve planning the
specific, practical steps you
need to take to achieve your
broader strategic vision.

© 2009 The Small Business Company Ltd  www.tsbc.co.nz
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A two-hour strategy
session

Where you are now
Make a start by analysing your present position,
for example:
» What's changed over the last 5 years?
» What will happen in the next 5 years?
* What trends should the business take note of ?

Also think about:

* Your position in the market

 The state of the market (growing, stable or
declining?).

* Your present marketing strategies, such as
distribution channels, strategic aliances and
promotions. What' s working and what isn’t?
For example, do you need to offer some
e-commerce options to customers?

Where you’d like to be

Simple and
clear

It’simportant
to keep your

Strategy
simple and clear.

Everyone should be able to
understand it. A strategic plan
open to different interpretations
simply leads to confusion:

* You need to understand it.

* Your employees need to
understand where you're
heading and how you intend
to get there.

* Your strategy should also be
clear to your customers, your
suppliers and other stake-
holders (such as lenders or
investors).

Now think about what you' d like the business to ook like in the future. For example,
your current market share might be 15% of the total market and your profit margin
might be 36%. Y ou might decide to set two targets as part of your strategic vision:

 ‘Within the next three years we will grow our market share to 25%," and

* ‘Increase our gross profit margin to 40%.’

To get where you'd like to be, you'll now need to take some decisions and some steps
to achieve those decisions. In other words, both some further strategic thinking and
also some tactical planning. The decisions might include:

» Developing your competitive advantage by differentiating your business from the

competition.
* Looking for new aliances and joint ventures.

 Repositioning the business in the market (for example from low-priced products and

services to top of the market).

These decisions are all strategic in nature. In each case you'll need to develop alist of
actions and steps to implement the new strategic directions. These steps are all
tactical—they are the practical means by which you reach your strategic goals.

© 2009 The Small Business Company Ltd  www.tsbc.co.nz
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So what’s your position?
Now the next step isto help you position your businessin the marketplace.

To survive, every business has to find a successful place somewhere in the market. To
find your place you have a number of strategies to choose from. For example, should
you be the most expensive or the cheapest?

How you implement your strategies will depend on what type of businessyou arein,
and where you are located. Also, because the problems you face now will not be the
ones you face in ayear’ stime, you will need to revisit these strategies regularly.

This means looking at how you want to be positioned in the market. In other words,
how you want your customers to perceive you as compared to the competition?
Positioning is often easiest to think of in terms of price. Do you want to be:

* The cheapest?

» The most expensive?
* Best value for money?
» Middle of the road?

What else do customers perceive if you are cheap? This strategy must be in balance.
If you're the cheapest, then don’'t have expensive looking business cards, invoices,
letterheads, etc. In other words, be consistent. Don’t confuse your positioning or
branding or customers will also be confused.

D. Three common strategies
Here are three strategies to consider:

1. Cost leadership Beware of
In this case your competitive advantage liesin :Eg 2% o l:t
being the lowest priced (for example, the large , Capest.
; I’ sano-win
supermarkets or discount warehouses). Note you
game for most

can also be a cost leader by deciding to be the
most expensive. For instance, people expect to
pay more for aBMW or Mercedes than other cars.

small businesses.
Unless you have

_ deep pockets you'll
Note that small business owners who choose the likely face competitors who
option to be cheapest often do so from lack of can outlast you in a price war.
confidence. For example, a consultant starting up In addition, why cut your
charges less than the competition. This strategy profit margins? You'll need to
can backfire: potential customers might simply move big volumes to survive.

conclude the new consultant is not as good as the There's often more profit at
others. If this applies to you, self-confidence and the top end of the market.
credibility are the two issues you need to address.

© 2009 The Small Business Company Ltd  www.tsbc.co.nz 9
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2. Focus
Perhaps you' re able to service a particular market Make these
better than anyone else (a post shop for locals, a decisions
specialist business such as technical equipment first
repairs, etc.). Rather than trying to be ‘all things Y ou can see
to all people’ you focus on what you do well. that these

strategic decisions have to be

3. Differentiation made befor e you even think

Thisinvolves being different from your about who to approach, how to
competitors. Y ou might have the same product or | advertise, or what price to
service as others, but you differentiate it. For charge.

example, KFC have taken chicken, acommon
product, and have made it different.

The favourites for most businesses

Note that you can often have two strategies working together.
Focus and Differentiation are the most common

small business strategies because large businesses

can usually get bulk deals and compete on price. Tipson
The chances that you can be the cheapest and competitive
survive are not good, because you will usually be advantage
competing against companies with far more You'll get
financial muscle than you have. more help
So most small businesses either concentrate on a and tips on how
particular market (focus) or try to make their to develop your competitive
product or service so different from the advantage later in the book.
competition that people see the value of this

difference.

Conclusion

Analyse the marketing strategy you may already have adopted (you may have more
than one). If you haven't chosen a strategy, then start thinking about how you can
remedy this. Y our long-term survival depends upon the strategy you choose.

Then develop your strategy into a competitive edge

How? Make sure you tell everyone. If you are the cheapest, make sure everyone knows
it. If you offer a unique service unobtainable elsewhere, al your ads, |etterheads,
business cards, etc., should display this fact. Build it into your business slogan, for
example: “B.J."’s Ocean Fresh Fish—We deliver!”

© 2009 The Small Business Company Ltd  www.tsbc.co.nz 10
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If you specialisein adifferent market, again, continually inform your customers about
this fact.

For example, amuffler business made the mistake of simply advertising:
“We fix mufflers.” Thiswas hardly earth-shattering news.

Actualy, they did have an effective strategy, but they just didn’t recognise their market
position. Since they operated in a new industrial section of the city they should have
been focusing on people who were working in the area.

What they needed to emphasise, therefore, was a focus strategy:
“We are convenient”
“Drop your car off—we'll take you to work”
“Locally based to serve your needs’
“Enjoy afree coffee while you wait”.
And then they could add to this:
“Two-year guarantee on parts’
“Owner has 12 years experience”.

Theides, therefore, is always to inform people what strategy you have chosen: what
makes your business stand out from the others. Don’t force them to guess—because
they won’t bother.

© 2009 The Small Business Company Ltd  www.tsbc.co.nz 11
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What you’ve gained from this chapter
v’ A strategic longer-term vision for your business is an essential management tool
that gives direction and focus to your business.

v" The most successful businesses are those with a definite strategy that’s clearly
communicated to, and shared with, staff and other stakeholders.

v Think carefully about the way you want to position yourself in the market.
v’ These decisions have to come before you plan your marketing.

Action steps

Create an action list for the ideas from this chapter you want to implement,
assign responsibility for each task, and a budget if necessary.

Do thisNOW or it will never get done!

© 2009 The Small Business Company Ltd  www.tsbc.co.nz 12
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Introduction: why listening is critical

To sharpen your strategic thinking and strengthen your position in the marketplace you
need to know more about your customers, and more about the marketplace itself.
This means doing some market research.

It means listening to what customers say, and Noreziela
then improving your business accordingly. put off by the
The good news: it's not that difficult, especially formal
if you build it into the way you do business. sounding
There's always a constant flow of potential term ‘market
market research in and around your business research’.
operations. You just have to know how to The process of gathering
identify and capture it for your use. Thislinks to productive information for your
akey point about market research: you need a businessis really much simpler
constant flow of feedback because both people and more straightforward than
and the market change and you need to keep up it sounds.
with these changes.

All marketing should be centred on the customer
The secret of marketing isto look at your product
from the customer’ s point of view. Everyoneis 2o L F
selfish when it comes to buying something. The Er?&;ri(;tmp
basic question consumers are always thinking is: e s
“What'sin it for me?’ (WIIFM). Good marketing the key t'o
must therefore always be customer centred. To yOUF SUCCESS
find out what customers need, want, and feel, you both in the start-
need market research. up phase and also when your
Most businesses conduct very little research business is up and running.
because they are unsure how to go about it

properly. Thisisareal weakness, because
mar ket resear ch is essential for the survival and growth of your business. It
enables you to improve the competitive nature of your business and reduce your risks.

Market research means collecting information, analysing that information properly and
then making the correct business decisions based on your analysed results. It's all
about minimising your risk and improving your business.

Evidence of solid market research also forms an essential part of your business plan
and your marketing and promotion plans. In addition, if you' re starting a business, or
looking for finance, then the people you approach for help will surely demand some
evidence of market research. After all, why should they lend you money if you don’t
have any evidence that the businessis likely to succeed?

© 2009 The Small Business Company Ltd  www.tsbc.co.nz 14
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Market research before you start a business

Far too many small businesses fail because they leapt into projects or ventures without

proper market research. There's no need for you to join their ranks! And it’s certainly
not sufficient just to think that customers will want your products or services.
Intuition or ‘gut feel” isjust not enough. Thisis one areawhereit’s crucial to do
your homework. Market research is part of the process of minimising your risk.
You'll essentially be conducting two types of market research:

 Research on specific questions, and

» More general research on what’s happening
in theindustry.

Specific questions that need answers

Most new businesses need to answer these
guestions:

» Do people actually want my products or
services? To discover if thereis ademand you
could conduct a focus group (explained shortly)
and ask people what they think of your new
business idea. Another alternativeisto start the
business part time (such asin the evening or
weekends) to test the demand. Also ask as many
people as you can about the idea and if they think
it will work. Include friends and family that may
be in business as well as professional people such
as accountants and small business advisers.

e What can | chargefor what I’m going to do?
It's certainly important to find out what the
competition is charging because you'll want to
take this into account in setting your own prices.
If you have a new product then you may want to
conduct a focus group or survey the public to ask
what they might be prepared to pay for your
intended product or service.

* Where should | locate? If you are aretailer then
consider who will form your target market (let’s
say two income families). Now find a statistics
source for demographic profile of your area that
will highlight in which regions or suburbs these

The
revealing
moment

To market
effectively you
have to know what people
really like about your product
or service. One of the best
waysisto find a product
champion: someone who's
really enthusiastic about your
products and then listen very
carefully to what they tell you.
Keep asking and probing
gently for that special insight:
the illuminating moment that
tells you something new about
the way people feel regarding
your product or service.

The reason(s) they chose your
products might be very differ-
ent from what you imagine
your product strengths (and
weaknesses) to be. That special
insight is the golden nugget
that you can build your adver-
tising around: the ‘ grabber’
that will attract other customers
like your product champions.

© 2009 The Small Business Company Ltd  www.tsbc.co.nz
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people live. Thiswill help you decide where you should locate. If you are a service
business or manufacturer, location is lessimportant, so you might perhaps choose to
locate in a home office for a start, or near to a main road with lots of parking.

e What’sthe potential profit in this business? Many people get into business hoping
to make afortune, only to find out that even if they are flat out every day, they will
only ever be able to make a normal wage, and not the millions they thought. Do your
homework before you commit!

» Have people seen it? If you have samples of what you intend to make, import or
deliver then don’t be afraid to show people. Y ou'll gain much more in sharing the
concept and getting feedback than keeping it a secret.

What’'s happening in your industry?

Y ou also need to collect information on the

. ) ) The Internet
market and the industry you intend entering. is one of your
Questions you'll need to answer include: best SoUrces

e Isthetotal market big enough? of market

* Isthereroom for my business? informatio_n.

« Isthis sector of the market going to expand or _ Study competi-
decline? tors’ websites then use search

engines such as Google and
Y ahoo to find out what others
are doing and charging and
To find out more about the industry, you can: | what's happening in overseas
« Join local business organisations or networks and IELEE

attend their meetings and seminars.
e Go into competitors' businesses to spy on what they do and see if they are busy.
 Contact similar businesses in different towns or cities. Most will be helpful.
 Ring up suppliers who may be selling your product and get some industry gossip.

« If you can, talk to any people that have previously bought the product or service that
you intend to supply. How happy are they? What could have improved their
experience?

» Go to exhibitions and trade shows; attend seminars or small business courses. Join the
local Chamber of Commerce and your industry or professional associations.

 Talk to various professionals and advisors such as accountants, lawyers, bank
managers, insurance brokers, media representatives, your local council.

 Talk to government departments that affect you or your industry.

« Visit libraries and read overseas publications, magazines, and newspapers from other
countries. Read small business books, watch videos and listen to tapes.

* What’'s happening generally in the
marketplace? Is this a good time to start up?

© 2009 The Small Business Company Ltd  www.tsbc.co.nz 16
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If you're already in
business

Market research doesn’t stop once you're up and

running—it’ s vital to sustaining your success. Y ou

should continue to ask all the questions raised
above asif you were setting up a business.

Once you're in business market research is
essential to help you look ahead, keep up with
your competitors and with the ever-changing
needs of your customers or clients. Rather than
just making decisions based on your own ‘ gut

feeling’, market research will lead you to insights

and therefore to more informed, better decision
making.
For example, how can you ever hope to improve

your products and services unless you know what

customersreally think of them?

You can
keep it
simple

Remember,
market research
doesn’t have to be complicated.
Keep it simple and build it into
your business operations.

For example, make asking afew
key questions part of your House
Rulesfor all staff (including
yourself!).

If staff can see the improvements
to the business resulting from
market research they will also
take it far more seriously.

Creating effective and automatic feedback systems

Give some thought first to the kind of infor mation you need to improve your
business. Once you'’ ve thought this through, you can design simple systems that allow

you to retrieve this information.

Many of your normal, daily business operations generate information you can capture
and use to improve your marketing. For instance, every time you raise an invoice, you
need the name and address of the person or business you' re invoicing. It makes good
sense to capture and store thisinformation in a database. Y ou might also decide to
store details of what the customer spent. A good database will then allow you to sort
and sift thisinformation later on, so for example you can tell:

* Who are your best customers (so you can concentrate on them).
* Wheredo they live (so you can target those areas). Use your database to sort

customers into regions, cities, towns, or suburbs.

* How much they spent (so you could offer them loyalty retention schemes or

discounts).

» What they bought (or didn’t buy) so you can identify your core products and sell

them complementary products.

» How often they bought (so you can offer them refills or replacements at the

appropriate time).

© 2009 The Small Business Company Ltd  www.tsbc.co.nz
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You might also want to know:

e What your customers think of your business, and how it could be improved.

 Should you develop or offer new productsor services? Ask customers via a survey

or focus group.

* What is the aver age value of a sale (so you can adjust your product/service mix: add

up all sales for each day over a one-month period, and divide by the number of

transactions.

» Which times of the day are we the busiest? Conduct atime study on phone calls and

customer sales for one week.

Involving and training your staff

Both you and your staff can conduct alot of
market research yourselves in the course of
running a business. Giving some thought to the
kinds of information you want to capture from
customers (both written and oral) is one part.
Anocther is getting more out of daily customer
contacts.

For example:

 Encourage your staff to become more aware of
this information gathering process by explaining
clearly how it can be used to improve the
business.

* Train them to ask customers specific questions
(for example, at close of the sale: “What other
products or services could we stock to meet your
needs?’ or: “Would longer opening hours be of
interest to you?’

o Ask staff to keep arecord of interesting snippets
and responses from customers so that this
information is not forgotten.

» Hold regular staff meetings specificaly to

The one
essential
guestion

Always ask

“How did you
find us?’ or “What made you
choose us?’ The answers will
revea:

» Which part of your advertis-
ing isworking.

* Whether your investment in
that Yellow Pages ad is
earning its keep.

» Whether you are getting
word-of-mouth referrals,
and so on.

It's vital to monitor these

things so you can improve and
sharpen your marketing spend.

new customers:

exchange market research information you have all gathered and to work out smarter

ways of gathering more. |f staff know that these meetings are coming up, they will

be morelikely to take the process seriously and come to the table with something

useful.

© 2009 The Small Business Company Ltd  www.tsbc.co.nz
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* Discuss at these meetings what improvements
you could make to the businessin the light of the
information gathered.

» Make them aware of any business changes or
improvements you do put in place and be sureto
give recognition to individuals for good ideas or
research gathered.

 Put specific staff membersin charge of certain
market research areas. For example, you could
assign a person with strong computer skillsto
Internet research (such as competitor’s websites,
or spotting international trends and devel opments
in your industry). Another person who enjoys
reading could keep a scrapbook of competitor
newspaper ads and useful articles in industry
journals.

« Allocate funds for market research in your

budget. The average business spends | ess than
1% of itsturnover on market research, but you

One of the
keysto good,
on-going
market
research isto
create and put
in place systemsin your
businessto provide you with

useful marketing infor mation.

A simple example isto make
sure your salespeople aways
ask customers how they found
your business. By making sure
these systems are always
followed, you create a powerful
tool for both managing and
improving your business.

don’t have to be bound by this. For instance, when you’ re starting a business, you'll
need to put in some intensive market research. Set your own budget

by considering how important market research isto the ongoing viability and growth
of your business and what resources you need to get the appropriate information.

Don’t forget your competitors

Y ou also need to know what your competitors are doing and planning:
» Keep afile of their ads and research their website if they have one.

* If they have a stand at a trade show, get someone to pick up all the promotional
material they’re offering: there’s usually heaps on offer.

 Talk to customers who also buy from competitors. Why do they use the competitor and

what would it take for them to change?

» Mystery shop your competitors: visit them yourself (or send an employee or friend if

your face is known) to buy something.

» Order something from them by phone or online to check their efficiency and service.
» Useall these tactics to assess their products, service, efficiency, friendliness, etc.
Now draw up alist of what you can do better, faster, mor e efficiently, and so on.

Action your list!

© 2009 The Small Business Company Ltd  www.tsbc.co.nz

19



Survive and Prosper! Build your business in tough times through smart marketing tactics

Summary: what market research reveals

Market research helps you to identify threats and opportunities in the market place. It
gives you the information you need to make informed decisions. The more accurate the
information, the better the decision. Market research therefore reduces the risk
involved in making these decisions. It also reduces the risk of not being able to make
good decisions because you didn’'t have the information at hand (for example, a change
in the market that catches you by surprise).

Market research helps you to:

Identify new products or services.

Spot or anticipate market trends or changes—the earlier the better for your business!
Find out if your customers are satisfied, and if not, what iswrong.

K eep one step ahead of your competitors.

Spot trends or warning signals in your own business and take early remedial action.
Decide which advertising medium works best for your business.

Keep up to date with new technology in your industry.

Determine if anew ideais likely to be viable or not, and so on.

The power of focus groups

Focus groups can provide powerful insights.

Suppose you're in an existing business and you want to find out what your customers
think about a new service, product, your back-up service, or your staff—any issue
where you want an honest, unstructured response from your customers (that is, not
simply filling out a questionnaire).

One way of doing this would be to collect a group of about five to 10 of your
customers who can help you brainstorm suggestions and improvements. Market
researchers call such agroup a ‘focus group’. It doesn’'t matter here if you area
retailer, service or manufacturing business, because the same tactic works well.

Two keysto agood focus group are to:
i) Get amix of current customer participants (or similar people)
ii) Eliminate any bias by making sure that none of the participants have met before.
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Gathering and running a focus group

How do you get your customers (or clients) together? Here are three suggestions:

1. Offer refreshments. The easiest way is simply to invite the selected few to breakfast,
lunch or dinner. If you' ve fed and watered them they will feel some obligation to
reciprocate by offering useful feedback on your business. The exercise might cost you
anywhere from $100 up (depending on what you provide), but to put thisin
perspective, remember that specialist marketing companies will sometimes charge
thousands of dollars to conduct this type of research. So if consultants are beyond your
budget why not try it yourself?

At the appropriate moment introduce the subject you would like discussed, for
example: “Have you had any problems with our staff recently? " or: “What would you
think if we had to increase our prices, but offered free delivery”, etc. The possibilities
are endless.

2. Use afacilitator to run the group. It's often best to get an outside person to run the
meeting and take notes on the comments. There are two dangersif you' re present.
Firstly, customers might hold back on useful criticism because they don’'t want to
offend you, and secondly, you’ re often so close to the business that you might
influence proceedings without realising it. The job of the person controlling the group
isto introduce the questions and then makes sure everyone has a say and no one
wanders off the topic.

3. Makeit a research project. Contact one of the local tertiary education providers
(university, polytechnic, etc.) that runs marketing courses. Volunteer your business as
aresearch project, and emphasise that you are looking for afocus group exercise to be
completed. If you do manage to get trained students to do the research for free, you
could donate a prize of $250 to the student who submits the best project (nothing like a
cash incentive to get students working!).

Y ou could then get additional publicity out of the whole exercise by issuing a brief
press release to the media, with a photo of you handing over the prize money to the
student, showing how you are supporting local students, and how they are getting the
benefit of areal business to research on. Thisway, you kill two birds with one stone:
low-cost market research and free publicity!
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This last suggestion (make it a research project for students) offers avery inexpensive
method of gathering useful, high-quality information about your business. It's
especially effective if you' re looking to launch a new product or service and you're
unsure about the viability of your idea.

Two focus group examples

1. A dry-cleaning business
A focus group to discuss a dry-cleaning business produced these insights:
 Taking clothes to the dry-cleaner was a bother for many customers.

* People chose certain dry-cleaners over others because of convenience of location,
quality of job, and the price (in that order).

* In some households the femal e made the decision about who to use for all the dry-
cleaning.

* In other households the female and the male split the decision, as each was responsible
for their own clothes.

» The name of the business was discussed, and the owners were reassured that it was an
effective name to use.

Thisinformation was used to:

* Provide better customer service by offering a pick up and delivery service.
 Focus on which type of person to target as the decision maker.

» Evaluate the location of each outlet for convenience, and

» Develop more effective quality checking procedures on al dry-cleaning.

2. A food products business

A focus group was organised for a small business producing Mediterranean-style food
products. The group focused on the pita bread the business sold to supermarkets.
Insights included:

 The product description of the product’s benefits compared to other foods should
emphasise more strongly that it was quick, convenient, and versatile for different meal
options.

* A mgjor find was peopl€ s expectations of price: the focus group participants indicated
that they would pay more for the product than the company thought.

This information gave the business ideas on what benefits to push when promoting the
product, and what to say on the packaging.
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Also, before launching into the supermarkets, the owners were able to raise prices from
original levels, giving the business a higher margin. So pricing in this case ended up

being customer-led pricing, not cost-plus pricing.

Summary

These two examples show how focus groups can offer you arelatively inexpensive
method of obtaining relevant market research to help you make the right decisions
about your business. Focus groups are excellent for obtaining information that is
usually very hard to collect, in particular, how peoplereally feel about your business.

Using questionnaires

The way to survey larger groups of people (and survey them more regularly than
you're likely to hold focus groups) is through questionnaires. With focus groups you're
dealing with much smaller groups of people, but you're likely to get more accurate, in-

depth information. For example, people answering guestionnaires can exaggerate

things like their income or how much they buy, or

perhaps give answers that they think will please
or not offend you. Nevertheless, questionnaires
(printed or emailed) can be useful ways of gather-
ing customer information.

Tips on getting customers to respond

e Ask customersto fill questionnaires out after
they’ ve ordered, or fill them out yourself by
asking some simple questions at the point of sale
in your business.

* Tell them that the questionnaire will help you
give them better products and servicesin the
future.

» Thank them personally for filling in the form (for
example at close of sale). You could also give
them a small gift (sweets for the children or a
discount voucher).

* If appropriate, let them know that filling in the
form gives them free entry to a competition with
great prizes. Be sure to publicise the winners.

You must
ACT!

Remember
you are
imposing on the goodwill of
your customers by asking them
to fill out questionnaires. So:

» Don't waste their time

» Keep it simple

 Only ask essential ques-

tions.

Most important, don’t ask
them for feedback if you're
not prepared to act on the
feedback. Y ou're wasting their
time—and yours.
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» Emphasise that the feedback will be treated as strictly confidential and that you never

share customer information with other parties.

» Do aphone survey: call aselection of customers and ask them questions. Introduce
yourself, then follow a written script to make sure you' re consistent and don'’t forget

any vital questions.

* Post the questionnaire with a small gift. People
who receive a gift before they fill in the
guestionnaire will feel more inclined to
reciprocate by sending back the completed
guestionnaire. Even enclosing a stamped
envelope will greatly improve the return rate.

» Email the questionnaires with an incentive to
respond.

Feedback—and action

It'simportant to report the findings to your
customers. If you have aretail outlet, then pin up
acopy of the results of the survey—and what
action you will take.

If you don't have alocation, then mail or email a

Risk
minimisers
Contrary to
much popular
opinion, good
entrepreneurs are
not risk takers; they arerisk
minimisers. Successful entre-
preneurs do the market research
necessary to establish that their
ideas will fly, not crash.
Otherwise they wouldn’t be
successful for very long...

copy of theresultsto all clients (a good excuse to contact them) or report on the results
in your newsletter. The important point is that you are harnessing a powerful force if
your customers think they can influence your business for the better—suddenly they

are helping you run your business for you!

If you decide against a suggestion, simply tell them why (‘ It stoo expensive’ is aways

agood stand-by).

Y ou’re wasting your time if you collect opinions off your customers, and then decide
not to take any action anyway. Y ou must be committed to believing the results you

get.
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Three final thoughts

1. Market research dates quickly

Research completed over ayear ago is probably
useless. Y ou need a constant fresh flow of
marketing information to run your business
intelligently. So build market research into your
daily business operations.

2. Shop a competitor

Y ou should ‘shop’ a competitor once every few
months (either visit, ring, or order their
promotional material/catalogue or order from
their website). If you will be recognised then get
someone whom the competition will not
recognise. When is the last time you bought
something from a competitor? Twice ayear is
essential.

3. Take some action!

Lastly, but most importantly, take some action!
Why not just try one piece of market research?
Don't just read this chapter and then forget it. A
minimum recommendation every business could
implement the following:

Calculate the aver age spend. Go through your
records and calculate the average spend of each

customer. Work out how much an additional sale

Be curious
and keep
in touch

You can
awaysdo

more CoNsCious
market research yourself, such
as ‘management by wandering
around.” Especially as your
business grows, don’t cut
yourself off from customers
or the daily routines of your
business.

For example, Sam Walton, the
founder of Wal Mart, was
famous for the time he spent
wandering around his stores,
talking to employees and
customers, He used this ‘ coal -
face’ information to build and
fine-tune the largest and most
successful chain of storesin the
United States. All business
people can learn from his
example.

has to be to get an increase of 10%. For example if the average spend is $15, then you
need to get each customer to spend another $1.50 to get sales up 10%. If the average
spend was $1,000 then each customer needs to spend another $100. Then put in front
of every customer a special deal to gain this additional $1.50 or $100 (as the case may

be).

Invite selected people to lunch. Invite five people for lunch that you think can give

you some industry or market information.

Ask two key questions. For one week ask every customer to fill in a questionnaire that
asks only two questions: “What do you like about our business?’ and “What could be
improved about our business?” Act upon any trends or problems you have been unaware of.

© 2009 The Small Business Company Ltd  www.tsbc.co.nz

25



Survive and Prosper! Build your business in tough times through smart marketing tactics

v

What you’ve gained from this chapter

Market research is critical to your business success. Keep doing it!

Market research is how you prove to lenders and investors that you' ve done
your homework thoroughly.

Market research can help you build a more profitable customer and market-
centred business.

Market research can be built into the way you do business to produce a steady
flow of information and feedback.

Use tools such as focus groups and questionnaires to gain useful market
insights.

If you gather information from customers, be prepared to act on it, otherwise
you' re wasting your time.

Market research dates quickly, so keep doing it.

Action steps

Create an action list for the ideas from this chapter you want to implement,
assign responsibility for each task, and a budget if necessary.

Do thisNOW or it will never get done!
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Introduction: determining your marketing
spend

“How much should | spend on marketing?”’

Thisis one of the most frequently asked questions by small business owners. Thereis
no ‘one sizefitsal’ answer, but there are some definite ways to make your marketing
spend more productive and less wasteful. The smaller your business, the more impor-
tant it is to get the maximum bang for your dollar—and every business should be
pursuing this goal.

Problem is, many businesses throw money at marketing because they ‘feel they have
to’ or it’sthe ‘accepted practise in the industry’. The result is often that they have no
idea where their money is going.

Let’stry to be smarter than that.

What to avoid

Let’s start with the tactics that aren’t so smart and therefore can be wasteful.

1. No idea at all method

Some businesses don’t have any budgets, and just use this ‘ seat of the pants' method
by advertising either when they feel that sales have slipped and they need extra
business, or when they get sweet talked into advertising by some advertising
salesperson (“Buy now and we will give you 50% extrafree!” Ever wondered why
they offer you the freebies? Usually because it’s such a dumb time to advertise that all
their regular clients are not interested and the salesrep is desperate!).

Many businesses are just too busy during certain times of the year to think of
advertising, and if they did, it would be awaste as they would not be able to handle the
work anyway.

Suddenly, however, sales fall (perhaps due to seasonality) and then the business starts
advertising. But this could be awaste of money as often you' re advertising at the
wrong time, or advertising to get instant sales, which is unlikely to happen.

So the problem is that their advertising money is spent during slow times (this hurts),
and that it is spent to fix a problem instead of to create new opportunities.

2. Whatever you can afford method

Here you just spend spare cash (yes, spare cash may exist!) on advertising. So the
advertising is dependent on cashflow. During the good times you advertise more,
during the bad times you cut the advertising.
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The danger hereisthat if business falls, and you cut advertising, then the situation is
likely to spiral out of control. How can you climb out of the situation when there is no
money for marketing?

3. The percentage of sales method

Thisisapopular method. It typically involves working out at the start of the year what
percentage of sales you want to spend on advertising. For example, if saleslast year
were $400,000 and you decided to spend 5% of sales on advertising, then you'd have
abudget of $20,000 ($400,000 x 5%).

Between 3% and 6% of sales seems to be the average, but the figure obviously depends

on what industry you are in. For example, here are some typical advertising-to-sales
percentages for marketing budgets in various industries:

Couriers 2.1%
Rental cars 2.9%
Hotels/motels 3.8%
Sporting goods 5.0%
Coffee shops 5.6%
Computers 5.1%
Games and toys 18.4%

So the spend can range from around 2% to 18% or more. The percentage you choose
will likely depend both on your industry and also on your particular business. If you
are aretailer, then you will spend more on advertising than a manufacturer (who is
likely to concentrate on personal selling to suppliers). If you're starting up, you' Il need
to spend more heavily to get established, and so on.

The problem with this method is that it's a formula, and worse than that, a‘ one size
fitsal’ kind of formula. Y ou may not actually need $20,000 worth of advertising to
achieve your salestarget. What if you can only do so much? If $8,000 spent on
marketing creates enough work for you to be flat out, then the other $12,000 is just
being wasted.

4. The ‘whatever the competition are doing’ method

Thisisthe cheat’s way. Find out what the competition is doing and then spend a
similar amount on similar promotions. This approach has an obvious problem: what if
the competition has been using method number one—the ‘no idea’ method?

For example, most of us during our business lives have seen well-known large
businesses going into bankruptcy despite spending large amounts of money on TV and
radio advertising. Now if you had copied one of these businesses, you might have
found yourself in difficulties as well.
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Never think that the competition or larger businesses know what they are doing,
because often they don’t. Many large companies throw away thousands of dollars
on wasted promotions. Y ou don’t have to watch many TV adsto realise that some
of them are areal (and very expensive) waste of money.

Then again, copying the competition is basically afeeble strategy anyway. Y ou should
always strive to be one jump ahead of the opposition.

5. The objective and task method

Thisis amethod that makes more sense. Here you decide on your objectives, and then
the tasks that will help you achieve those objectives.

At the start of the year, you select your marketing targets for the next 12 months. Work
out what you want from each of these targets (such as 100 new customers, or each
existing customer to spend another $100, or a 15% increase in the average sale, or
whatever).

Then state specifically what you want to do to achieve this, estimating how much it
will cost (common sense will give you guidelines, for example, a small business will
not be spending $100,000 on TV advertising).

Complete this exercise for each of your targets, then add up all the costs. Thiswill be
your marketing budget for the year. Tableit in asimple spreadsheet and it starts to
look like this:

Promotion Plan (including budgets)

Target: Survey existing customers, increase sales by 30%

Task Jan Feb Mar Apr May June Action
Questionnaire $400 $400 Bill
Direct mail new $2000 Jane
products

Direct mail special $500 $500 Jane

sale

;C:Irirr‘llglementary $100 $100 $100 $100 $100 $100 Joe
Competition $200 $200 Me

Total monthly cost | $2500 | $100 $600 $300 $800 $500
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Your promotion plan
format

If you spreadsheet the promation plan, you can
add more columns to keep the plan on track.
Here'saformat for asimple promotion plan
that’s practical and leads to results:

1. Targets

2. ODbjectives

3. Tactics

4. Implementation

5. Timeline

6. Budget

7. Evaluate
Let’s go through each in turn:

1. Targets

Here' s your opportunity to use all that market
research to identify the exact types of customers
you want to sell to over the next year. These
targets could be your existing customers or new
customers.

For example, your targets for next year might be:

Complete it
yourself

Most smaller
businesses
don’'t need a
full marketing
plan or in-depth study. Y ou
have a simple operation, know
what you are doing and any
information given to you that is
not going to help your business
immediately is probably
irrelevant.
Full-blown marketing plans are
usually written to impress
lenders—that’ s another game
altogether. What we're interest-
edin hereisasimple promo-
tion plan outlining the tactics
you're actually going to useto
achieve your marketing goals.

* Existing customers who have spent over $1,000 with you.
» Customersin adifferent town or city that match the profile of existing customers.

Any other types?

If you sell to acertain type of person, then are
there any other types that will also require what
you sell: for example, retired people? Or any
other type of relevant target group of people
interested in what you sell?

The whole point here is to establish exactly the
targets you' re going to spend most of your
marketing efforts on in the coming year. It's
impossible to market to everyone (both too hard
and too expensive), so instead just concentrate on
the targets that you have listed.

Specific
targets

Effective
marketing
plansam at
specific targets
rather than the whole market.
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2. Objectives: be specific

List what you want to achieve for each of the
targets mentioned above. It paysto be asbrief as
possible, and to quantify (make measurable) as
much as possible. If you look at the target of
existing customers who spend more than $1,000
with you each year, then an abjective of ‘keeping
them happy and getting them to spend more’ is
not much use—it' s too vague.

It's much more practical to state your objective
as. ‘to assess customer satisfaction of all
customers who spend over $1,000 each year, and
on average get these customers to increase their
yearly total by 30%'.

Short and measurable
Keep the objective short, and keep it

Remember,
we're talking
about
marketing
budgets, not
advertising
budgets. Marketing covers
everything you do that creates
awareness of your business,
including activities such as
advertising, brochures, compe-
titions, free tastings, demon-
strations, trade shows, travel,
personal selling, direct mail,
sponsorships, etc.

measur able. Use numbers so you can evaluate if your marketing plan is working or
not. Did you get an extra 30% from these customers or not?

Y ou can easily monitor this by adding up the total sales from these targeted customers
at the end of the year to see if you have achieved that 30% increase.

3. Tactics

Now you have to write down what you'’ re going to do to achieve your objectives.
Using the above example, your objective isin two parts:

a) Assess customer satisfaction (so you can retain them, get more sales and referrals).

b) Increase target customer sales by 30%.

Hmmm... Let’ s think of exactly how you can achieve this.

a) Assessing customer satisfaction

The easiest way to achieve this might be to send out a brief survey to all your
important customers. So the tactic is to contact these people, either by email or

ordinary mail.

All businesses should build a database of names and addresses, both physical and
email. If you don’t have a database, start one today, but make sure you comply with all
the anti-spamming and privacy legislation that apply to the countries you market in.

To encourage feedback, offer the chance to win a prize to everyone who replies.
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b) Increase target sales by 30%

Y ou might decide to accomplish this by two
methods:

1. Email (with their permission) or direct mail each
of these customers with updates of new products
or services that you offer. If they are one-off
customers, then attempt to use them for referrals.
For instance, if they thought your service was
exceptional, and they recommend you to another
person, they will win a prize (or go into adraw
for amajor prize).

Y ou could also conduct a special sales evening
by invitation only for existing customers (but
invite them to ‘bring afriend’). Offer extra
specia deals, along with your normal services.

2. Make alist of products or services that are linked
together, so when a customer contacts you, they
don’t simply purchase one item from you. If you
have staff, teach them how to sell al your

Keep a
cash
reserve

Always have
acash
reserve for
marketing, so you can take
advantage of any opportunities
that may arise during the year.
Remember, you can't always
predict what may happen (for
example, some action by your
competitors). Also, the whole
point of being in your own
small businessis having the
flexibility to adapt to market
forces and sudden changes.

complementary products or services and put them onto a bonus system for such linked

sales (increasing the size of any one sale).

These are just examples: you need to come up with 10 - 15 separate methods or
strategies that you wish to start over the next year. If you're short of ideas you'll find

dozensin later chapters.

But remember that all these tactics should be specific and practical and explain exactly
what you' re going to do, and in as much detail as possible.

4. Implementation

Right—who’ s going to do it? At this stage, next to each of your ideas, write down the
person responsible for carrying out each task. If you don’t assign tasks, chancesare

nothing will happen.
For example:

» Survey existing customers, design survey, collate results (Bill).

» Organise direct mail of sale, special deals (Jane).

e Organise and train for complementary selling (me).
Now post an action list on the staff notice board and copy everyone with their

particular responsibilities highlighted.
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5. Timeline

Without deadlines, nothing gets done. So next
you have to develop asimple timeline, which lays
out all your ideas throughout the year. For
simplicity, the example in the box below shows
only six months (and we' ve included dollar
amounts, discussed in Step 6).

Now you have a guideline for when items must
be completed. If you don’t have this timeline,
then you' re pretty much wasting your time,
because you'll find that you will not initiate your
promotion plan and these ideas will remain just
that: ideas.

. Budget

This involves deciding how much you’ll spend
per month on each promotion, as the example on
the previous page demonstrates.

So how much will it cost? Add up all the columns
from the timeline to find out. In this example, it
would be $4,800. Does this amount seem realistic
and reasonable in terms of your objectives and
what you hope to achieve?

. Evaluate

Can you
recover
the costs?

At the budg-
eting point,
look back at your
objectives. Ask yourself the key
guestion: “Will a 30% increase
in sales from our existing
customers generate more than
$4,800 profit?’
Too many small businesses
waste money on marketing
because they haven't taken
the time to work out that it’s
impossible for them to recov-
er the cost of the exercise.
This might be, for example,
because the market is too small,
or they don’t have sufficient
capacity or time to do the work.

Now you need to find out: ‘Isit working? Again, you' re wasting your time and money

if you forge ahead regardless of the
consequences. What if your master plan didn’t
work? |s contacting your existing customers by
email or direct mail really the most effective
method?

All sales that relate to your efforts must be
calculated. Thisis quite easy in the examples

we' ve used, since you can assess how many sales
you've generated from the special sales events,
and count the number of replies from any email/
direct mail campaigns.

Keeping customers happy can be assessed by the
reduction in complaints and queries.

Existing
customers

Remember

it's aways
easier to sell
more to your existing custom-
ers than to people who have
never bought off you before.
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Simple and practical

This promotion plan is very simple, practical, and will help you control your business
over the next year. It’s a plan that can be actioned immediately, and can be
completed and drawn up by you for your own business.

Summary of the main points

* Y our objectives must be specific, so that when you’ ve reached them, you can choose to
stop any further marketing expenditure if you wish to remove any wastage. Of course,
you could continue and look for more growth. The point is, you—not someone else—
make that conscious decision to spend your whole budget.

 Always conduct a break-even analysis. For example, if you are spending $1,000 to get
50 new customers to spend on average $50, then sales will be $2,500. Will $2,500 in
sales generate enough profit to cover the $1,000 spent on marketing?

* You may have anumber of methods that you have used in the past, which you know
work. Fine, just include them in your plan.

 You may have to spend a certain amount of money just to keep your existing
customers and maintain market share. Fine, but again make sure thisisin your plan,
and you review the effectiveness of what you’ ve always done.

Finally, always measure

» Always have a method of monitoring if your marketing is working or not—otherwise
you'll fall into the ‘noidea’ category of small business owners.

What you don’t measure you can’t manage.

And what you can’'t manage, you can’t improve. So it’svital that you monitor your
marketing. If you don’'t measure your marketing:

* You can't hope to find out which parts are working and which aren’t

* You can't refine and improve the marketing effort

* You won’'t know whether you’ ve made any money out of a particular promotion.
From this follows another theme sustained in this book:
Give preference to marketing methods that you can monitor:

» Through such techniques as coding, or coupons that people bring in to get discounts.

* Or through systematic customer enquiries (“How did you find out about us?’) that help
you to judge whether adverts and promotions are earning their keep or need changing.
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What you’ve gained from this chapter

Y ou can draw up asimple, practical promotions plan yourself.
Objective and task marketing makes more sense than other methods
Effective marketing is always targeted

Spend time identifying and profiling your target markets
Concentrate on just a few target markets at atime

Keep your marketing objectives simple and measurable

Assign responsibility, timelines and a budget for each tactic

Give preference to marketing tactics you can measure

Evaluate the response so you can improve and repeat what works

AR N N N N N N SN

Action steps

Create an action list for the ideas from this chapter you want to implement,
assign responsibility for each task, and a budget if necessary.

Do thisNOW or it will never get done!
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Introduction

This chapter is all about developing your competitive advantage in the marketplace: a
process that’s important for both new and existing businesses. You'll find lots of tips
and advice in the chapter to help you distinguish your business from others and keep
you ahead of the pack.

As goods and services converge (become more like each other) so it becomes more and
more important to let your customers know why you are different. But as this chapter
shows, competitive advantage can take many forms: the more imaginatively you can
distinguish your business, the better.

We suggest you read the chapter with a note pad at hand. Make alist of promising
ideas and then discuss with your staff the most important steps to implement.

Creating your competitive advantage

Why should people do business with you? Why should new customers trust you?
There must be some compelling reasons why people choose your business over others.
No business can survive for very long if it
doesn’t have somereal points of difference
from other businesses.

A competitive advantage is what you do better

They don't
last forever

than your competitors. For example, if you've Competitive
worked through Chapter 3 and you now have a advantages
promotion plan, congratulations! You've can be short-
devel oped a competitive advantage over most of lived. Markets and circum-
your competitors because: stances change, and, if your

« Most businesses don’t have a promotion plan competitive advantages are

winning you a greater share of

—they just bumble along from day to day. By
the market, you can be sure

contrast you now know where you’ re heading and

what you' re going to do to meet your marketing your competitors will copy
goals. You're working to aplan; they'renot. It's | YOU-

far better to know where you' re going and how So you do need to revisit your
you' re going to get there than simply to climb competitive advantages and
into a car (your business) and wander off without | take measuresto sustain them.
aroad map.

» With agood promation plan in place you won't have to spend as much money on
advertising because of the more focused way you target new customers. More sales
and lower costs mean more profit for you. This means you're less stressed and better
able to invest back into the business.
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Reducing therisk for customers

Focus and differentiation tend to be the most common competitive advantages for most
businesses. But apart from these strategic decisions, there are many other ways of
creating competitive advantages for your business. For example, you've now learnt
about the importance of market research and customer feedback.

Analysing the results of this research (for example, customer feedback) will alow you
to identify various opportunities for creating competitive advantages. Y our analysisis
likely to show that most competitive advantages are about reducing the customer’s
risk in doing business with you by:

» Adding value to the purchase

e Increasing tangibility

* Building your credibility in the marketplace.

1. Adding value to the purchase

If you can show customers that buying from you gives them better value for money
than buying from your competitors, you have created a competitive advantage. And
that advantage could be the tipping point in their decision where to do business. Here
arejust afew waysin which you could add value:

Better service

Can you offer better service than your competitors? For example:

 Give customers a choice of many waysto get in touch with you (phone, cell phone,
fax, email, website). The more the better.

e They can order 24/7 (24 hours aday, 7 days a week) through your website.

* Your staff are more knowledgeable and have better skill levels (for example, staff at
larger businesses or chain stores often have little product knowledge because they are
selling so many different items).

 You offer customers better after-sales service such as free home delivery, delivery
out of hours or on weekends.

* You contact customers after the sale (next day, next week: whatever time period is
appropriate) to thank them for their business and check that they are satisfied.

* You keep delivery promises and you keep customer sinformed if something goes
wrong—you don’'t wait for them to call you to find out what’s happened.

 You under-promise and over-deliver. For example, if you need to order goodsin and
this normally takes 5 days, quote 6 days but deliver in 5 (or 3 daysif you can).
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* You use e-commer ce and other tactics to speed
up your service and delivery. People increasingly
want things now, so the more you can do to
satisfy customers' needs immediately, the better.
If you can do business faster than your competitors,
you can build a definite competitive advantage.

Better value

* You offer bundled goods or add-onsto increase
the value of your purchase. For example, if
you're a hardware store competing against ‘ big
shed’ discounters, you sell a power saw with a
spare saw blade or half an hour of free training.

* You offer free demo days for products bought
from you. Or you include a special instruction
booklet with hints and tips and short cuts.

* You offer a personal money-back guarantee. If
your products and services offer good value for
money then a guaranteeis very low risk for you,
but a great comfort to customers and an important
incentive to do business with you.

* You offer abetter guarantee than your

Prompt
attention

Make sure

customers get
prompt atten-
tion when they come in to your
business, when they phone (they
get through to the right person
quickly) or email (emails are
answered promptly). No wait-
ing, no answerphones.
For example, when people pick
up the Y ellow Pagesthey are
ready to buy or get quotes. But
if their telephone call is not
promptly answered, they just
move on to the next advert; you
losethe saleand the Yellow
Pages ad goes to waste.

competitors. For example, suppose you sell computers. A particular computer brand
might come with a standard one-year guarantee. To create a competitive advantage,
you extend your guarantee to 18 months. Or offer free on-site repair of the computer if

it develops a fault and the loan of a replacement
unit if you need to take it away for fixing. If you
sell high-tech equipment, you might offer to
install and test the equipment and guarantee your
work. The added value of this service might more
than compensate for a higher selling price than a
customer might pay by picking up the same
product in a box at a discount store.

How many can you implement?

How many of these suggestions can you
implement in your business? The possibilities of

Reversing
the risk

Sinceyou're
asking

people to take a
risk in doing business with
you, it’simportant to reverse
therisk.

improving your service levels are endless. By using some imagination, ‘ mystery
shopping’ your competitors and training your staff, you can come up with compelling
ways to get customers buying from you, not the competition.
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A quick checklist of
risk-reducing features

Make sure your brochures, flyers and
promational material include all these risk
reducing and credibility enhancing features:
» Money-back guarantees.
* Customer endorsements.

» Evidence of your track record,
your business skills and experience.

 Plusthe same for your key staff.

* Logos of suppliers, strategic partners
or other businesses you work with.

* Clear and consistent branding.

Look
professional

Y ou teach

others how to
judge you.
When you send your brochures
and flyers to customers or
potential customers they will
judge you on these. It’'sjust
counterproductive to skimp on
costs because these documents
represent your business. If they
look cheap, they will judge you
accordingly. If they have a
quality feel, you' ve gained a
good first impression.

2. Increasing tangibility

A complementary approach to reducing the risk to the customer isto look at various
ways of increasing the tangibility of your products and services. Tangible means
touchable, but it has a broader sense too—it’s about making the invisible (to the
customer) parts of your business as visible as possible.

Especially important for service businesses
While all businesses should increase tangibility, it's especially important for service

businesses. Theruleis:

The moreintangible your service, the greater the need for tangibility.

Consider the challenge from the customer’s point of view when you market a
typical service business. You're selling a service, not a physical (tangible) product.
For example, suppose you are a marketing consultant. Y ou approach a new customer
(or the customer responds to one of your adverts). Y ou have to convince the customer
that the service you will provide will fulfil the outcomes you claim for it.

Thereis nothing yet for the customer to see, touch or feel. There are no tyres to kick.
The customer has to make a ‘leap of faith’ in accepting your proposals.

© 2009 The Small Business Company Ltd  www.tsbc.co.nz

41



Survive and Prosper! Build your business in tough times through smart marketing tactics

So what can you do to make your service
business more tangible? Make sure firstly that all
aspects of your business are thor oughly
professional, because these are the first tangible
evidence of your business and first impressions
arecrucial.

Here are some more tips:

Quality brochures and flyers are essential

Get all your stationery and promotional material
professionally designed. Avoid the temptations of
cheap desktop publishing software unless you're
aqualified graphic designer. If you have an
impressive business or shop frontage, or some of
the latest technology, include suitable imagesin
your brochures and website to showcase these
features. Include anything that projects your
competence and professionalism.

Be distinctive and start building your brand

Everyone needs a distinctive logo or letterhead
design and quality signage because it projects
your brand. Choose a design that enhances
credibility. A good graphic designer should first
take the trouble to find out some core facts about
your business and then sit down and work out
with you how to translate your core valuesinto
appropriate and compelling visual imagery.

Sustain the same theme and imagery

Y our business cards, invoices, compliment slips
and other stationery should match your
letterheads. Use the same colours for your
website too, and for adverts, so that your brand
projection is recognisably consistent.

Completed projects and customer feedback

Because
people aren’t
really aware
of all the
effort and

skill that goesinto
aservice, areport or outline
can be avaluable way of
making the intangible more
real.

For example, if you're aweb
designer, few business owners
would be aware of exactly how
much work isinvolved in
designing aweb site. Regular
progress reports are therefore a
good way of reminding the
customer of the work completed
and what still needs to be
achieved. These reports help
make tangible what’ s essential -
ly invisible to most people (al
the background coding and
invisible ‘scaffolding’ that
supports a fully functional
website).

Such progress reports also help
to reinforce the value of your
services. It's also far better to
have the work reviewed (either
in written form or through
progress meetings) than have
people complain later.

Think of other ways in which you can increase tangibility. For example, keeping a
portfolio of completed work and afile of customer feedback can greatly reduce the
anxiety anew customer might feel about choosing your business.
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Tell them in detail what you can do

Tell people what you propose doing for them, (or have done) for them. List al the
features of your service and the expected outcomes.

For example, the receptionist at a dental practice makes an appointment for anew
customer over the telephone. She immediately prints off aletter that will be signed by the
dental surgeon who will handle the appointment. The letter welcomes the new customer
and confirms the appointment. Attached are the dentist’s business card and a brochure
detailing the surgery’s other services. The whole package confirms for the customer that
he or she has made the right choice of athoroughly professional practice.

How retailers can add tangibility

If you're aretailer you might think that since customers can touch and handle your
products, tangibility is not as important as for service businesses. But retailers too have
to build credibility and project professionalism, so al the tactics discussed for service
businesses apply here too. People can indeed handle the products, but they need
additional reassurance.

They want to know:
« If they are dealing with a credible business.
« If the business will still be here next month or year if the product breaks down.
* If you know what you' re talking about and can give them quality advice.

« If you can offer appropriate service, back-up, spare parts and all the other support
Sservices.

Reassuring them
So, you need to reassure them on all these points. To increase your credibility:
* Use quality signage.
e Introduce uniforms and name badges for staff.
* Project professionalism through a modern layout and good lighting.

Display the following:
 Framed certificates and qualifications held by you and your staff.

» Customer feedback and awards you' ve received (such as industry awards),
or keep a ‘brag book’ of these you can show customers.

* Your mission statement or core service objectives for the business.
e Your guarantee.
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3. Building your credibility

Y ou should always be looking to build your credibility in the eyes of your customers.
Aswe've seen, adding tangibility to your business helps to increase your credibility.
Here are some further tips and suggestions:

Become the expert

Can you become the expert in your field?
For example, if you run a garden centre, can you Whatever
write a gardening column in the local newspaper? your business,
Can you give talks on gardening to garden clubs setting your-
or service clubs? self up asthe
Don't let the fact that you can’t write or speak local (or
well stop you—there'salwaysaway round these | national) expert
challenges! If you can’t write or speak well, get is agreat way to enhance your
someone to help or train you: treat it as a credibility. After all, if you had
personal growth opportunity. For instance, find achoice of people to do busi-
aretired schoolteacher to help you write that ness with, wouldn’t you choose
column for the community newspaper or your to go to the expert?

industry journal.

Offer free seminars or workshops

Another effective way to add credibility (and tangibility, because you can hand out
brochures and flyers) isto promote your services through free seminars. For instance,
if you have a camera shop, offer free workshops on how to get the most out of digital
photography.

A customer in the market for adigital camera has a choice of many outlets. But older
people especially (that’'s 35+!) aren’t always sure how to get the most out of a digital
camera and particularly how to ‘tweak’ the resulting photos on their PCs using the
camera software. If you can show them how, who are they going to buy their cameras
off? And by the way, you' re well on the path to becoming established as the expert
because they’re going to tell their friends about you!

Many service and retail businesses can use thistactic. For example, if you run a
hardware store or a paint and wall paper business, run special workshops on how to
hang wallpaper, the latest colours, how to prepare walls, how to use power tools such
as sanders safely, etc. And run some of these workshops for women only: there’s a big
market out there of single women who want to undertake ‘ do-it-yourself’ projects but
lack the confidence and know-how.

© 2009 The Small Business Company Ltd  www.tsbc.co.nz 44



Survive and Prosper! Build your business in tough times through smart marketing tactics

Piggyback on experts
So you don't feel you have the confidence to run Website
the workshop yourself? That’s no excuse! Ask Note that a
your key suppliers to send atechnician (and also websiteis
to share the costs of the promotion). Or invite another good
expert guest speakers to share the presentation way of estab-
with you. Thiswill enable you to increase your lishing your credibility, even
credibility ‘by association’ in asimilar way to though you may only have a
featuring a well-known supplier brand or logo on fairly basic site at this stage.
your promotional material. To alert customers to the site
For example, afinancial planner could invite a you can use lines such as:
well-known financial writer or investment “You'll find more details on our
commentator to give the keynote address. A website’ or: ‘We're always
garden centre business could invite the author of posting specials on our website,
a gardening book to speak at their centre. They so do visit it regularly’.

would have piles of the author’s books for
personal signing, and of course, good supplies at
specia prices of those plants that the author just happens to favour...

Here are some more examples: a sports store could get in alocal sports person to talk
about their just-released book. A restaurant could get a well-known chef or cookery
expert, and so on. Such workshops give potential customers and clients a chance to
check you out in advance, see examples of your work and reduce any anxiety they
might feel about doing business with you.

Make use of technology

Technology offers great opportunities for adding credibility to your business. For
instance, an interior designer can use software to show the clients what their house will
look like after the make-over. Consultants such as financia planners can put together
PowerPoint presentations illustrating their points, and cosmetic surgeons (another
service business) can show patients how cosmetic surgery could improve their
appearance.

Testimonials/reviews

Gain a competitive edge by getting testimonials or reviews from people who are either
well known in the community or in your industry. For example, if you are offering
some new products or services, why not make these available to the people you would
like favourable reviews from? If they provide you with favourable feedback ask their
permission to use the comments on your promotional material.

Thiswill increase the credibility of your business in the eyes of the public because
endorsements from third parties carry more conviction than your own comments about
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your products or services. Y ou might think your products and services are the best in
New Zealand, but a quote from a well-known person is far more convincing.

You and your image

Yes, believeit or not, you are also a competitive
advantage. No one else has quite your mix of
skills, and customers often like dealing with the
owner. The business must reflect your
personality. Y ou can build your ‘ character
owner’ image by having your name on as much
material as possible, including:

A signed mission statement in view of the public.
Signing your name at the end of newsletters.

Placing your name at the end of every piece of
correspondence that goes out, even if a staff
member signs on your behalf.

Having your name after a‘ Thanks for the
business’ message at the bottom of invoices.

If appropriate, incorporating your name within
the business trading name.

Technical knowledge

Today information is power and you need to have
the advantage. Y ou must have better knowledge

Speeding up

Speed isthe
new competi-
tive advan-
tage. Welivein
an instant age where people have
very high expectations of speed.
If you can deliver your products
or services quicker than the
competition you can build a
competitive advantage.

Hold regular staff meetings on
how to streamline your business
processes and fulfil or exceed
customer requirements without
sacrificing quality of delivery.

than the other businesses around you. So send staff on training courses and, if you're
selling technical equipment, get each supplier’ s representative to visit twice ayear to

give your staff free on-the-job training.

Display your other services
Gain a competitive advantage also by offering things that the competitors don’t,
especialy if they cost very little. Sometimes this may ssmply involve displaying alist
of things that you aready do for customers but the majority may have been unaware

of.

The point isto create alist of services and features that you are prepared to commit to,
display the list prominently in your store and copy it in your newdetters. Make
customers aware of these services, even if most will never use them.
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Community involvement

Community involvement builds credibility and
reduces risk, because people tend to

trust businesses that put something back into the
community. So spend some of your marketing
budget on supporting alocal sports team, ahedlth
initiative, an environmental clean-up or some
worthy community project. Join your local
Rotary, Lions or business networks and become
active in the community.

Newsletters

Add visibility to your service through newsletters
either conventional or email. These keep
customers informed of your services and
establish you as the expert in your industry.
There’' s more about newsletters in later chapters.

Be nice
to reps

Being on

good terms
with your
suppliers and their repsis an
overlooked competitive advan-
tage. If you're friendly, honest,
upfront, don’t keep them wait-
ing, make them coffee and are
usually pleased to see them, this
will be awelcome change for
them from the grumpy, busy,
‘you’re annoying me’ attitude
most of them encounter on their
rounds.

Large supplier backup

Being linked to large well-known suppliers will help the image of your business. Y ou
might also find that they conduct much of the market research and customer analysis,
develop new products, and provide nationwide branding and advertising that enhances
your credibility. An independent business may find it more difficult to compete.

Building a good relationship will provide you with:

* Better service and support. You' re more likely to get help with promotional material,
displays, and signs.

 Better supply. Your closer relationship translates into fewer out-of-stocks and faster
delivery. You might also get preferential treatment with limited quantity specials,

advance natice of new products, or first choice at securing run-outs (end-of-line or
surplus stock that the supplier is offering at advantageous prices).

* Better return policy. You can draw on your strong relationship with your supplier for
help if you find yourself overstocked.

 Better credit terms. If you have developed a solid credit rating with the supplier by
always paying on time, then they are more likely to allow you extended payment terms
if you need to cope with a cash flow crisis.

* Better staff support. They’re more likely to come out and train your staff.

 Better customer support. If products you sell require maintenance, replacing or

fixing, you'll do better out of your suppliersif you've established a good rapport with
them.

47
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Better supplier relationships offer you a competitive advantage over other businesses
that don’t enjoy this level of support. Just putting a little effort into the relationship can
make all the difference.

Industry associations

Similarly, it is usually worth joining your

industry association, the local Chamber of Well
Commerce, or Employers’ Association. If you connected
can incorporate suitable logos reflecting these Generally
organisation on your stationery, so much the speaking the

better for your credibility. In addition, belonging

well-connected

to these organisations and attending their business has a competitive
business workshops and networking functions advantage over the business that
can also offer you advantages—you're likely to has not bothered to develop
learn about opportunities or changesin the connections.

marketplace before others.

Testing your competitive advantages on
customers

Now it’stime to test what you’ ve done.

It's the customer’s perception (not yours) that counts!

The most important single point about competitive advantages is that they only exist if
your customer s see them.

Asfar asthe customer is concerned, a hidden competitive advantage might as well not
exist! From your point of view, the competitive advantage is worthless.

For example, you might think that better product knowledge is one of your key
competitive advantages. But if customers don’t know that you know far more about
your products or services than competitors, this competitive advantage is going to
waste—it’s just not working for you.

So the key questions to ask yourself are:
* Arewe effectively promoting our competitive advantages to customers?
* What should we do to make the customer more aware of our competitive advantages?
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Identifying and dealing with a gap

It'srelatively easy for you to identify the gap
between what you think are the main competitive
advantages of your business and your customers
perceptions of these advantages. Simply list (in
order of importance) what you consider are the
four key competitive advantages of your
business.

Now ask 20 regular customers what they see as
the four main reasons (in order of importance)
why they do business with you. Y ou could do this
through simple a questionnaire after the close of
sale, through a focus group, or by phoning them.

Do they say the same things asyou? Why not?
Y ou have two options to consider here:

. Changing their perceptions

What can you do to change their perceptions? In
other words, how can you alter your promotional
material to stress more efficiently the competitive
advantages you see as setting you apart from the
others?

. Adopting their perceptions

What can you do to adopt their perceptions?
Does their response give you some vital clues as
to how you should alter your marketing?

In other words, have they identified points of
difference between your business and others that
you haven’t considered (or thought was not so
important)?

Sometimes this can provide valuable new insights
into what you should be stressing in your
promotions and advertising. Should you realign
your marketing material to reflect what customers
think isimportant? Remember, the customer is
always right!

The
probing
interview

Sometimes
asingle
interview can reveal avita new
insight that can effectively
change the emphasis of your
marketing. Thiskind of insight
ismore likely to comeif you
are agood listener and you
probe just alittle more deeply.

For example, a plumbing
business thought price was the
most important issue, because
everyone who responded to
their Y ellow Pages ad asked
first about price. But an in-
depth interview with one
satisfied customer revealed that
what really impressed her was
that the tradesperson arrived on
time.

Further market research
revealed that many people have
been let down by unreliable
tradespeople. So the new
marketing message was built
upon reliability and a money-
back guarantee to be on-time,
every time. Once customers
were aware of this competitive
advantage, price became a
secondary issue, not the prime
consideration.
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Finding a niche by listening carefully

Finally, the best ways of developing your Consistent
competitive edge come from listening very messages
carefully to what customers want and what they s ie
find lacking in the products and services that this test might
currently exist. Some of the most successful disappoint you
businesses are those that are dedicated to filling but here's a consoling tip: most
the gaps. businesses will fail the test!

Thisis usualy because the
owner has not appreciated the
Testin g your staff importance of everyone focus-
ing their marketing and sales
efforts through consistent
messages that reinforce and
convey your important points of
difference.

Now you need to apply the same competitive
advantage test to your staff. Call them together
and get them to write down (without consulting
each other) the four main competitive advantages
in order of importance. Can they do this quickly?
And isthe order the same as your own list?

If not, then here's an opportunity to create an important competitive advantage for your
business: your staff will do a much better job of promoting your business to customers

if they understand your key competitive advantages and communicate these clearly

to your customers.

Remember to test your staff on this point from time to time. For example, let’ s suppose
that you think your overriding key competitive advantage is the excellent,
knowledgeable service you and your staff offer. Now get someone to tel ephone your
business and put this question to the person who answers: “Can you please tell me
what you think your competitive advantage is—why | should use your business and not
go somewhere else?’

If the answer that person givesis not the same as yours, (perhaps they replied,
“Because we' re cheaper!”) then you have a communications problem and your staff
need more training. If your key competitive advantage is not clear to everyone who
works in the business, how can you hope to communicate it effectively to others?
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Testing the image you project
The final test is the image test. All your business documents should consistently
convey the key competitive advantage(s) you' ve identified. These include:
* Your stationery (letterheads, invoices, statements, compliments slips, business cards)
 Your existing flyers and brochures (if any)
* Your advertising, including your Y ellow Pages advert
* Your website.

Get feedback from customers and friends: what image of your business do these
documents and adverts project? Do they promote your key competitive advantages?

If not, what can you do to sharpen the message? This is a good opportunity to meet
with your staff (and advertising or marketing consultants) and brainstorm ideas to get
your message across more effectively.

Many small business owners at this stage take afresh look at their existing marketing
material (the Y ellow Pages advert, for example), and are dismayed to discover that it
does very little beyond listing the name and contact details of the business. If you wish
to distinguish your business from the rest, then you must advertise your competitive
advantage.

Developing your authentic story

Itiscrucia to show your customers how your
product or serviceis different. But what if your

business, your product, or your service is similar Compelling

to your competitor’ s? How do you differentiate Sy

sameness? Paper towels are paper towels. And Uncover the
authentic core

plumbing is plumbing. So what makes the

difference? of your business
The trick isto make your business look unique. in the form of a compelling
Oneway of doing thisisto simply tell your story. | Story, and usethis as abasis for
Tell potential customers what you do, how you your marketing so you can ,

do it, and et them know what you put into your charge customers what you're

product or service for them. Otherwise they have really worth.
no idea how much effort you go to for them.

For example, a paper towel company would
explain the lengths they go to create the most absorbent paper towel. These are
probably the same steps every other paper towel company takes, but the public doesn’t
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know that. Our paper towel company getsin first

and becomes the definitive word on paper towel Find the
If the other companiestry to follow they will be s
perceived as ‘copy cats and will lose credibility. arl(Ja Igsners
How do you condense your story into afew interested in

sentences or short paragraphs? Write alist using
one-word descriptions of each of the steps you
take in working with a customer from first
contact (be it over the phone or in aretail store)
to end delivery of your product or service. Write
a short sentence with each of these one-word
descriptions in which you highlight a benefit to
your customer. These form the basis of your
‘article’ about your business. Y ou can then use
this ‘story’ or parts of itin all your advertising
and in your sales brochures.

products or services than in
what the products can do for
them. There s no emotionin
products themselves, but they
are the vehicles for emotion.

For example, apowerful car is
an ego booster for ayoung
man, cosmetics can make a
woman feel great, an effective
retirement plan can make
people fedl less anxious and

Include the other factors too stressed about their retirement.
Apart from your products and services, remember | Find theemotion in your
to include too the other factors covered in this product _and convey itas
chapter that give you a competitive edge. For compellingly as possiblein
example, you yourself might be one of the most your marketing messages.

experienced playersin your industry. Or the staff
you intend to employ might have a combined
experience in the industry that other businesses
can't match.

For instance, large discount chains may sell the same products as you (such as
hardware items), but the staff in these stores have to sell thousands of very different
products, so their product knowledge is often negligible.

Y ou might be able to offer the value-added benefit of staff (yourself included) who
have had many years experiencein a particular trade, and can both advise on and
service the products you sell to customers. Y ou could offer special in-shop
demonstrations of how to complete tasks using these products. Build al thisinto the
story you and your staff will communicate to customers.

Y our story represents the authentic core of your business: your reason for being in
business. Make sure that it is your authentic voice and that it's compelling enough to
attract customers.
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What you’ve gained from this chapter

v No business lasts long without some competitive edge that sets it apart from the
rest.

v If customers aren’t aware of your competitive advantages then the advantages
may as well not exist.

v It'simportant to identify your competitive advantages and communicate these
clearly to your customers. Do this through talking to your customers.

v Regularly test your customers' awareness of your competitive advantages.
If they see some advantages you haven't considered, can you publicise these
aswell?

v' Make sure your staff are aware of your competitive advantages so you're all
communi cating the same messages.

v Ensure al your stationery, signage, advertising and promotions clearly
communicate the same messages.
v Developing your competitive edge further is often a matter of using your

innovative abilities, your marketing skills and your ability to think ‘ outside
the square’.

v' Find the authentic voice of your business and use it to create a compelling
story for your business so you can charge what you’ re really worth.

Action steps
Go through this chapter and make alist of all the ways you can:
Reduce the customer’ s risk of doing business with you.

Increase the tangibility of your business.

Build your credibility in the marketplace.

Develop a competitive advantage.

Create an action list for the ideas you want to implement, assign responsibility for
each task, and a budget if necessary.

Do thisNOW or it will never get done!
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Introduction

Retaining your existing customersis crucial, because gaining a new customer will cost
you far more. It costs money in terms of marketing and advertising.

In fact, research shows that it costs between five and seven times mor e to gain new
customers than to get an existing customer to buy off you again. Let’s put that in
money terms. If you spend $100 on getting an existing customer to buy more from you,
it will cost you $500 to $700 to gain a new customer. That’s a huge difference!

So it makes very good sense for you to do everything possible to retain the customers
you have. Think of abucket that you need to keep full to survive, but that hasaleak in
it. Do you keep on topping the bucket up with water to keep it full (find new
customers) or first see if you can fix the leak (stop customers leaving)?

Of course it makes good sense to fix that leak first, or at least makeit avery slow drip,
so that your bucket stays close to full. So retaining your existing customers should be a
major part of your marketing strategy. In fact, you want to do three things:

 Retain their present business by keeping them happy.
* Sell more to them (such as complementary goods).
 Give them such good service that they tell others about you (referral business).

This chapter is therefore all about tactics and ideas you can put in place in your
business to make sure your customers remain with you.

Think lifetime value

If al the emphasisin your businessis on getting the upfront sale and not on retaining
your customers, then you need to rethink your focus and the way you do business.
Calculating the lifetime value of customers quickly gives you an increased awareness
of the importance of retaining customers.

For example, a customer that spends $500 a year with you for 10 yearsis worth
$5,000. Cut that down to five years, and you' ve just lost $2,500, plus you face the cost
of finding a replacement customer. To retain that $2,500 in extra business, it is worth
spending afew dollars a year on keeping the customer happy.

In addition, there are two positive features to thinking about your customer
relationships as long-term rather than just as a short-term sale:

1. It makes you less anxious about the short-term sale. And because you' re more
relaxed, you're also more likely to secure that sale as the customer senses an enduring
relationship devel oping, not afocus on a quick profit.

2. You'll pay more attention to the process of keeping the customer happy. Thisin turn
means you' re doing moreto lock in your revenue streams from happy customers.
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The five keys to retaining your customers

To retain your customers you need to put in place a strong customer focus through
these five tactics:

Listen carefully to customers

Respond to what they tell you

Reward their loyalty

Make them feel privileged and recognised

Exceed their expectations.

1. Listen carefully

The first step to retaining customersisto listen very carefully to what customers want
from you and what they experienced in doing business with you. Thisisjust good
business, but not all businesses do it! All your marketing should have a strong
customer focus: it must be customer driven.

This means putting in place the kind of on-going
market research we discussed in Chapter 1. It More value
needs to be the kind of research where you can
very quickly pick up problemsin your business Good market
and fix them. For example, regularly asking research
customers: _ T‘(”OWS y?# to
. . : - pick up on the

. 7

How did you find our s'erwc'e. _ ) opportunities. The grester the

business or our staff?” problems and the solutions you

* “What improvements would you like to see?’ can offer, the more value you

« “What other products or services would you buy can provide the customer .
from us?’

Retaining customers also means expanding what
you can offer them. Plus, you might pick up ideas
for new product or service areas you can move into.

2. Respond to what they tell you

The follow-on from listening to customersis that you need to make the necessary
changes. Hold regular meetings with your staff to discuss the feedback and what you
can do to improve your business, such as removing bottlenecksin delivery or
production that cause frustration and customer dissatisfaction. Customers need to feel
that their comments make a differ ence, otherwise they will give up on you. So you
must let them know you’ ve responded to their feedback by making positive changes.
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For example, there’ slittle point in apologising to

acustomer for adelivery frustration if you don’'t Positive
make the necessary changesin your business to impact
ensure it doesn’t happen again. Many businesses

make this mistake: the owner or manager soothes Cusiomers
the customer with an apology on the spot, but vv’ho feel_ izt
does nothing to change the cause. The customer e imp;;egnrsgt?rw ng
experiences the same problem again and USRS i i e

concludes that owner doesn’t care or is
incompetent. And thistime the level of
frustration will be much higher.

customer relationship seriously
are likely to remain loyal and
continue giving you quality

3. Reward their loyalty feedback.

The third step isto recognise the value of your

customer s by making them feel special. Show them that you feel privileged to have
them as customers. Reward them for being loyal. If they repeatedly do business with
you then they are worth more to you than a casual customer. Much more, in fact,
because there is no acquisition cost involved asthereisin the case of a new
customer (where you've had to spend money on marketing and advertising to gain that
customer—all of which eats into your profits).

With repeat customers your profit per transaction is higher, so it makes sense for you
to share some of that extra profit with the loyal customer. For instance (asin the
example already discussed) if you work out a customer’s lifetime value as around
$5,000 over 10 years, it would not hurt to share a small percentage of this (say 5% or
$250 over 10 years) on locking in this customer by making them feel special.

Offer loyalty schemes

Lock in your existing customers through loyalty schemes or membership of loyalty
clubsthat carry specia privileges. There are many kinds of schemes that you can use.

A simple example would be the loyalty card used by coffee houses, digital photo
outlets, video rental shops, etc. These encourage repeat trade through the simple but
effective incentive of ‘buy five and get the sixth one free.’ If you don’t like giving
away product for free, just remember two things:

* There are no acquisition costs for repeat customers.

* [t's much better to give away product or service than cash. A product that the customer
perceives as being worth $20 might cost you only a fraction of that.
By locking in your existing customersyou’relocking in your revenue streams.
Now that hasto be worth a specia effort!
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Other loyalty schemes include graduated discounts for repeat or high volume business
or extra perks, such as bundled goods and services thrown in for free.

What loyalty scheme can you implement in your business? What would lock in your
existing customers? To think about possible inducements put yourself in their shoes.

4. Make them feel privileged and recognised

A building supplies company employs high school students on Saturday mornings to
clean and wash vehicles of high-spending customers (mostly builders). This fulfils the
‘double whammy’ of contributing something to the community (helping students raise
funds) and pleasing customers. The manager directs the Scouts to appropriate vehicles
as the important customers comein: “That’s Mr Smith’s car over there. Can you please
have it shining by the time he leaves our premises.” These ‘out of the blue' rewards
can have a powerful impact on building customer loyalty and goodwill.

Do customers like being singled out in thisway? Y ou bet! The truth is, we al like

feeling privileged. We'd al liketo fly First Classif we could, to enjoy that extra space
and attention.

Train yourself and your staff to learn the names

of your important customers and to use them. Recognition
Make this part of the business's House Rules so Bis GUE T2
it's compulsory, not voluntary. Set goals of like being
learning a certain number of names aweek (for recognised?
instance, everyone to learn 10 names a week). Yes, they do! In
If a customer comes into your shop practically so much of our daily lives we
every day, staff should know their name. are anonymous or just aPIN
Knowing (and using) it gives you a competitive number in our transactions
advantage because you or your staff can do some with others. How refreshing to
‘bonding’. “How was your weekend, Susan?’ be recognised as individuals: it
(or “Mrs Brown”, whatever is appropriate). signals we are of value to
“Haven't seen you for afew days. Have you been someone.

away?’

Special perks
How else can you make your existing customers feel privileged and valued? Can you
give them access to ‘ perks’ that new customers don’t enjoy?
For example:

* Invite them to special sales previews. For instance, if you intend holding a sale, have a
preview evening after trading hours where the general public are excluded, but invited
customers get first pick of the bargains.
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» Send them advance notice of new stock arriving. Again, let them have first pick.

* Provide a special log-in code that allows them access to special ‘Membersonly’
sections of your website. These sections could feature regular specia offers (‘ offer of
the week’) to attract repeat visits to the site, list loyalty discounts, offer them previews
of saleitems or discontinued lines. Remember to feature this ‘Members only’ section
on the Home page of your website, so potential customers become aware that there
will be advantages and privileges in doing business with you.

o Offer existing customers free extra training or support. For example, training in
technology upgrades, or, on your website, ‘Members only’ access to knowledge
sections of the website that contain special reports and information that add value to
their businesses.

* Run acontest for customersonly. For example, automatic free entry to existing
customers, with the results publicised at your business, in your newsletters or on your
website. The publicity should encourage potential customers to see the advantages of
becoming a customer, a member of your ‘privileged group.’

Keeping in touch

Here are some further recognition tactics to

remind customers you haven't forgotten them: Be

e Phone or send a thank-you letter to customers thoughtful
who buy off you. Thetiming of this call or letter and do the
depends upon your business. For example, in one unexpected
business a call the next day might be appropriate. If you have

In another business a week or a month later might
be more suitable. Make sure that the customer is
delighted with what you’ ve done and pick up any
problems early so you can rectify them. A persona
phone call or a handwritten |etter from the owner
carries more weight than just aroutine call from a

customers that spend a lot with
you, can you do something
thoughtful for them? For
example, if you find out
(through the careful listening
we've emphasised) that they’re

staff member or a computer generated | etter.

Phone up selected customer s with brief news
about a special or new product they might be
interested in. Offer some genuine savings or deal
as an incentive and make it clear that you have
specialy selected them because you value their
custom.

passionate about netball or
football, send them aDVD of a
netball victory or ‘ Football’s
greatest moments'. Or tickets
to the next game.

Keep in touch through a newsletter. Newsletters offer you an excellent way of

recognising customers and keeping in touch with them. Newsletters remind customers
they are valued and not forgotten. Y ou can also include a few questions to get feedback
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on what customers are looking for or how the
market is changing. We'll expand upon thisin
later chapters with tips and ideas to show you
how to make sure your newsletters are read and
not discarded.

 Recognise and acknowledge your loyal customers
through birthday cards and Christmas cards.
These ideas are simple, but effectively remind
customers you haven’t forgotten them.

« If your customers spend lots of money, and the
profit per item is large, then send them special
reports, books, CDs or videos that are relevant
and will help them build their businesses or
improve their lives. If you sell to other
businesses, you could send them copies of
cassettes on selling or marketing, or motivation.

* Pick up ‘bonding’ cluesin conversation. Train
yourself and your staff to pick up clues for
thoughtful action by listening carefully to
customers, especially the ‘regulars’ . For example,
if aregular comesin with a cold, send a‘ Get
well’ card. If a customer mentions on the phone
that he or sheis off for a holiday, ask them next
time they phone how their holiday went. Don’t

Action point

There should
be something
for every
businessin this
list. Go through the list again
and tick the ideas you can
apply in your business. Then
transfer what you’ ve picked
out to your Action list. The
wholeideaisto keep in contact
with your existing customers,
to build goodwill and positive
word of mouth, and to prevent
the chance of your customers
being lured away by the com-
petition. They couldn’t possi-
bly after the way you look after
them. The important point is
that your customers should feel
that being a customer iswell
worthwhile.

rely on your memory: simple cue cards will help you to remember incidents that help
you to bond with customers. Many businesses use contact

management software that allows you to type in brief details of conversations so you
can pick up these conversations seamlessly the next time you contact customers.

5. Exceed their expectations

Thefifth step is to delight your customers by exceeding their expectations. Let's
emphasise this point: you don’t want them to be just satisfied—you want them to be

absolutely delighted.

Creating a unique experience

In the previous chapter we talked about developing your story: the authentic voice of
your business that you communicate to customersin your marketing and promotional
material. Part of that authentic voice is the unique experience you offer your
customers. And thisis the major competitive advantage for your business because it’s
the one feature of your businessthat your competitors can never imitate.
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Think about this for amoment: if you’ re more successful than others, your competitors
can (and will) copy just about everything you do: your pricing, your product range, and
the improvements you make to products. If you find another successful distribution
channel or you add more value to your products or services, others will surely follow
or copy you. Y ou always need to stay one step ahead.

But there’' s one thing they’ |l never be able copy, and that’s the experience you offer
your customers. Because this experience belongs only to your business, it's worth
making it atruly memorable one. In fact:

Your challengeisto make this experience so special that customerswill never
want to go anywher e else.

Go beyond average

The best advice for the ‘average’ small business is to make sure you' re never
‘average’ because average doesn’t even register on the customer’sradar. It's the
equivalent of mediocre. For example, a market research survey of customers conducted
on behalf of arestaurant showed that 67% were ‘satisfied’” with their dining
experience. But the same 67% of those surveyed also said they’d never go back to the
restaurant again! How do we explain this?

Unlimited choices

The reason they don’t go back is that people now think they have unlimited choice. In
the case of restaurants, there are hundreds to choose from. Why not try all the others?
So customers don’t even rate ‘ satisfied’, they’ll only return if the experience was
outstanding. They want to be delighted. They want an experience they can talk about
with others.

The challenge for your business is therefore to meaningfully create an experience for
your customers that will absolutely delight them every time. There are three steps to
achieving this:

1. Understand what the customer wants from you. Y ou need to understand what the
customer will see as an outstanding experience. Y ou do this through market research
(asking customers) and by putting yourself in the customer’s shoes. What would
absolutely delight you if you were a customer doing business with your business?
Write down NOW the key features of such an experience.

2. You must deliberately create this experience. It won't happen by accident. It will
only happen if you set in place the systems to make it happen. For example, if you
haven't trained your staff properly, the customer’s experience is unlikely to be an
outstanding one.

3. The experience must be consistent, otherwise, the effort is wasted. In fact, if you're
inconsistent you' re guaranteed to lose customers! Y ou’ ve probably been to a restaurant

© 2009 The Small Business Company Ltd  www.tsbc.co.nz 61



Survive and Prosper! Build your business in tough times through smart marketing tactics

where you were delighted with your first few
visits and then disappointed on that next visit.
We've all experienced that: “The standard’s gone
down,”

we tell our friends, “it was areal
disappointment,” and we never go back.

The only way that you can make the experience
consistent is through creating effective systems
that everyone follows.

Think about that for a moment: it isthe
distinguishing strength of the franchise system.
For example, whatever you think of McDonald’s
food, you know all McDonald's outlets follow
high standards of food preparation and hygiene.
So if you're caught in aforeign city and you
don’t want to risk getting food poisoning at some
strange food outlet, you can always rely on
McDonad's. There are no surprises. And the
popularity of franchises like McDonald’s shows
how much people value consistency and are
comforted by consistency.

The product is the vehicle
The important point about your products and

Consistency

If you can
combine
consistent
delivery with an
outstanding experience, you've
created something special. The
challenge for you in marketing
your business, therefore, isto
create a unique experience that
consistently exceeds your
customers' expectations. That
consistently delights them.

Sit down with your staff and
analyse what your competitors
do and what they offer. Then
think about what you can do
differently and better, and
create the systems people can
follow to deliver your unique
experience consistently.

servicesisthat customers don’'t buy products; they buy what products will do for them.
They don’t buy adrill; they buy the holes the drill will bore for them. Or, as Charles
Revson, founder of the Revlon cosmetic company so memorably put it, ‘we don’t sell

creams, we sell hope.’

So the product isa vehicleto deliver the experience.

There’ s no emotion in the actual product, but there is emotion in the use of the product

or service and how it makes you feel. Thereis emotion in the customer’s dealing with
your business: emotions ranging from pleasant to unpleasant, from delight to

frustration.

Now imagine yourself as a customer doing business with your business. Ask yourself:
‘“What sort of experience would | like? and, going beyond ‘like’,

‘What would delight me?
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Create positive moments of truth

Jan Carlzon was the man who turned around the loss-making Scandinavian Airlines.
He accomplished this by transforming what he called the customer’s * moments of
truth’. These are Carlzon’ sterms for the brief contacts (perhaps no more than 15
seconds) that a customer has with a business in the course of atransaction.

For an airline customer one transaction (such as a
flight) can involve many moments of truth, such
as delays at the check-in counter, the plane taking
off on time, service on the plane, luggage delays
at the other end, and so on. Together these brief
‘moments of truth’ are the basis for the
customer’s evaluation of the service they receive
and whether they will do business with you
again.

(Carlzon’s account of what he accomplished for
Scandinavian Airlinesis recorded in a great
marketing read: Moments of Truth, Harper
Collins, 1989).

The point for your businessisto ask yourself
what are the defining moments of truth for
your customer s? Remember that one transaction
can involve anumber of moments of truth.

For example, what happens:

» When a customer phones your business: can they
get through to your business right away? Do they
get through to the right person straight away?

Moments
of truth

Think about
your own
business.
Suppose you could identify 10
moments of truth in the course
of atypical customer transac-
tion that might only last 15
seconds each. (That means 15
seconds for you and your staff
to get it right.)

Suppose you deal with 2,000
customers ayear. That offers
your business 20,000 opportu-
nities a year to create a great
impression on your customers.

» When they talk to your sales staff about a problem: does the staff member have
authority to deal with the problem, or is the customer shunted from one person to

another?

» When they place an order: do they get an accurate delivery date, and are they kept

informed about any delays or changes?

Identifying the key moments

What you need to do now is to think about the kind of transactions your customers go
through in dealing with your particular business and ask:

» What are the moments of truth for atypical customer?

» What do your customers think about these moments of truth?
» Arethey always delighted? If not, what can you do about it?
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If you multiply these moments of truth by the number of customers you have, how
many opportunities do you have ayear to improve your business? The total might
really surprise you. The question is: how can you make sure that these moments of
truth are as positive as possible (in fact, exceptional)?

Negative moments of truth

Most businesses will have some negative
moments of truth. Y our business would be truly

exceptional if it did not. Trai n}{pg
Can you identify some? Ask your staff if you _ s.ta
can’t think of any yourself. Make alist now of Traning _and
three or four. empowering
your staff is

Now ask why these negative experiences occur.
Are people or are systems responsible, or isit a
combination of both? What do you need to do to
change these experiences into positive moments
of truth? For example, do you need better
systems? Do your staff need more training or
people skills?

Do your staff need more empowerment? Business
isall about people and the way you deal with
people. Carlzon's solution at Scandinavian Airlines was to empower front-line staff
with more authority to make decisions on the spot rather than have to refer to others. If
a staff member has to refer to someone else, then there is delay, and delay causes
frustration for the customer.

If the supervisor or owner is busy, then the problem can’t be resolved on the spot and
the customer’ stime is wasted. Worse, a staff member who lacks authority will always
err on the side of caution. Rather than trying to find solutions or another way to open
the door, the staff member might simply tell the potential customer ‘it can't be done.’

covered in more detail in the
Chapter 7: Creating business
ambassadors, where you'll
learn some important

tips on how to turn around
staff attitudes to make your
marketing more effective.

Never a dead end

The worst-case scenario is if the customer feels they have hit abrick wall and can get
no further. As one business owner comments, “1 train my staff and then empower them
never to be a dead end for the customer.” In other words (as most of us have
experienced in dealing with a bureaucracy) the most frustrating situation of all iswhen
the person you' re dealing with doesn’t have the power or the knowledge to deal with
the problem and you feel quite unable to get any further satisfaction.

So analyse your typical business transactions to make sure your staff are empowered to
deal on the spot with all possible frustrations. You'll retain customers better and raise
staff morale by giving them the power to deliver excellent service.
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The great opportunity: creating advocates

Prepare to put an extraordinary effort into rectifying problems. The problem with many
businesses is that once the customer has paid and the money isin the bank, motivation
drains away. It’'s on to the next customer...

But this ‘assembly line' approach to customersis
short-sighted for two important reasons:

1. Y ou must remember the customer’s lifetime If you can
value to your business. solveit...
2. An unhappy customer will tell many more people Research
than a happy customer. Y ou want to retain your shows 70%
of disgruntled

customers and you want positive word of mouth
and referral business.

These reasons should be powerful motivators for
delighting your customers. Through the tactics
we've explored in this chapter and your on-going
market research, you should have systemsin
place that allow you to identify customers that are not happy with what you’ ve done.

customers will continue to do
business with you if you can
solve their problem.

Creating an advocate
Problems usually represent a great opportunity. A disgruntled customer that you can
turn around through exceptional service can become a power ful advocate for
your business. Often they are the best advocates for your business and will tell many
others of the ‘extraordinary lengths’ you went to in order to delight them.
For example you sell acomputer that doesn’t work properly (the software keeps on
crashing). Instead of asking the customer to bring in the computer, you arrange for it to
be picked up and if possible loan a computer to the customer in the meantime. Y ou fix
the problem promptly and deliver the computer with a small gift (some blank CDs for
back-up use).

Some guidelines to fixing problems
What lengths you' re prepared to go to depend upon the nature of your particul ar
business. Following these guidelines will help:

» Attend to customer dissatisfaction problems personally. A major competitive
advantage all small businesses should enjoy compared to big businessesis that the
customer should be able to talk to the owner personally, not smply to a staff member.

 Troubleshooting problems personally also alerts you to areas of your businessthat
need remedial action.
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* Provide exceptional service: fix the problem in
away that goes ‘beyond the call of duty.’ System or
* Follow up to find out if the customer is now people
happy (preferably delighted!). If the prob-
 Fix theroot cause of the problem. Change your lem is caused
processes or retrain staff so it doesn’'t happen by poor systems,
again. For example, lack of communicationsisa fix the systems. If the problem
common cause of customer dissatisfaction. Calls is caused by people, train the
aren’t returned, the customer is not kept informed people and establish House
adelivery will be late, etc. Rules (systems to follow) for
* Regard any extra compensation you might have customer dealings.
to make as amarketing expense: if theresultisa

delighted customer you are creating an advocate
for your business that will build positive word of
mouth for your business and likely more than repay the expense.

Thoughtfulness: how you can be useful to customers

Think also of ways in which you can exceed the customer’ s expectations. Simple
thoughtful ness—reflecting on what would be useful to the customer—Ieads to many
successful tactics. For example, a paint and panel shop owner realised that al customers
will sooner or later get stone chips and scratches on their new paintwork. As aresult
the business supplies each customer whose car has been resprayed with a small pottle
of touch-up paint (complete with a brush attached to the inside of the lid) to cover up
these small blemishes. This gesture costs the shop very little since the paint is simply
left over from the job, but the goodwill gained is significant, because competitors don’t
make this small effort.

The overall question to ask yourself is: ‘How can | turn an unhappy customer into an
advocate for our business?

Track lost or former customers

Make sure you have some tracking system to find out which customers are ‘lost’ or are
not doing repeat business with you. Remember, you’ ve invested good money to
acquire these customersin the first place. Don't let them slip away without a fight!

Of course, some you might not ever get back because they have moved to a different
part of the country (but can you offer them amail order or website service?). Among
the others, however, are bound to be those who never actually complain (that’s the
majority of us!) but simply ‘vote with their feet’: they leave.
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These are the customers you need to contact to

find out: Why

1. Why they left (so you can identify and remedy customers
the cause: thisis valuable information to help you leave
improve your business!).

2. What you can do to win them back.
Sometimes a direct approach works well. Y ou Perceived indifference 68%
could try something like: “I’m phoning you to . , 0
find out why we haven’t heard from you for a ProdL'Jct/pn.ce/deI.wery 150A)
while. Y ou are avalued customer and | want to Relationship at high level 9%
ask you what would it take from us to get you (with owner or manager)

back as a customer?’ Miscellaneous 5%
Or you phrase it like this: “We're in the middle Convenience 3%
of significantly upgrading our products and Source: Yellow Pages research

services. We're trying to identify problemsin the
past that may have caused some of our customers
to leave. Wereally valued your business—what would it take from usto get you back
as a customer again?”’

Set yourself agoal of phoning a set number of former customers a week, or assign this
task to akey staff member who has good people skills. The person who contacts them
should be good at listening and interpreting what people really mean as well as what
they actually say. Many people are reluctant to criticise directly (because it seems
rude) so finding out the truth is a skill, but the insights for your business could be
crucial.

Perceived indifference

Research shows a whopping 68% of customers leave because of perceived
indifference. That's not necessarily actual indifference on your (or the staff’s) part—
it'sjust that the customer per ceived (felt) they were:

Being ignored

Being neglected

Being taken for granted

Not being given due recognition.

Thisis something every business can fix!
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Gaining more business

from existing customers involve
your staff
Finally, try these tactics for gaining more sales Brainstorm
from your existing customers. with your

» Use your market research to find out what else staff new ideas

customers want and then offer related or for getting more business from
complementary products. your existing customers. Many
* Send an offer of aproduct or service that is heads are better than one.

related to what they bought, perhaps two weeks
or amonth after a sale. Offer a discount or
specia deal. If you don’'t have any complementary products or services, then joint
venture with a businessthat does and offer their products. (Then get that business to
do something similar with their customers, but this time with your products or services
asthe offer.)

e Come up with a special anniversary offer one year exactly after the customer first
bought from you. If the tactic proves successful, repeat the idea every year.

» Work out the replacement cycle when customers are likely to need new machines,
spare parts, refills or consumables and then contact them before the time with an
advantageous offer. For example, if you sell laptops, you will know when the model
you have sold a customer becomes outdated, or is at the point where it's going to lose
valuerapidly if the customer doesn’t upgrade to a newer model. Contact them and
point out the economics of keeping their present machine, and the benefits of
upgrading to a more powerful model.

* If appropriate, encourage more sales by offering freetraining for your customersin a
new technology or service. For example, a camera shop might offer special eveningsto
demonstrate digital camera technology and picture enhancement and how to organise
the results into picture albums on a computer. A computer shop might offer free
classes in how to use scanners and selected software. Can you do something similar?
Try liaising with your suppliersto seeif they are prepared to share the costs of the
promotion and provide a technician to demonstrate equipment. If you run a service
business, think of inviting an expert to talk on atopic, or give the talk yourself.

» Experiment with atelemarketing exer cise: ring up selected customers with a brief
message about a special or new product they may like to try. Offer some genuine
saving or deal as an incentive and make it clear that thisis for existing customers only.

These are only afew of thetactics for getting extra sales. Trawl through the rest of this
book with a note pad at hand to find lots more. Some are sure to apply to your business
so implement them NOW!
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What you’ve gained from this chapter

v It'sfar more cost effective to market to your existing customers than to find
New ones.

v’ Focus on retaining your existing customers through these five steps:

1. Listen carefully to what they say to gain insights into how you can improve
your business.

2. Respond to what they tell you and let them know they’ ve made a difference
to your business.

3. Reward their loyalty through special offers and rewards.

4. Make them feel privileged and recognised by keeping in close touch.

5. Do your utmost to exceed their expectations.

v" Since people now are far more demanding and choosy than in the past, to
exceed their expectations you need to go well beyond ‘average’ or ‘satisfied'.
Peopl e think they have unlimited choice, so they will leave you for others
unless you delight them.

v" The best way to delight customers is to analyse the crucial ‘ moments of truth’
surrounding each transaction and make sure that these are all positive.

v To ensure this happens consistently, make changes to your systems, train staff
and empower them to satisfy customers quickly rather than referring them on to
others.

v' Don't give up on lost customers without a fight. Unhappy customers or former
customers offer you a great turnaround opportunity. They can become some of
the best advocates for your business, spreading positive word of mouth.

v Always look for ways to get more business out of your existing customers.

Action steps

Create an action list for the ideas from this chapter you want to implement,
assign responsibility for each task, and a budget if necessary.

Do thisNOW or it will never get done!
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Introduction: why do it alone?

The most successful businesses have alliances. That’s the main thrust of this chapter:
you don’t have to be isolated or ‘do it alone’. The more successful the business, the
more innovative the owner(s) are likely to have been at discovering ways of forming
strategic alliances and joint ventures with others.

It's not surprising that strategic alliances and joint ventures have become a ‘hot’ topic.
When it comes to marketing, strategic alliances offer you many powerful ways of
expanding your business.

Specifically, strategic alliances liberate your
business from the confines of being small or Creativity is
isolated or at a disadvantage compared to larger the key
businesses. Y ou no longer have to think ‘I’'m Strategic
alone facing the world’ or ‘We don’t have the aliances are
resources to do that’. This chapter is therefore all all about
about g|V| ngyou ti ps and ideas about various thinki ng up ways of creati ng
» Expand your business businesses. The more creative
« Increase your marketing range and innovative you can be
» Help you develop new or complementary 203Ul arat%glc_ < Ilar_mtla_sl,(;het
products and services [)ne%r:f?{ our bUSINESS 1S Tikely to
« Enhance your credibility '

 Give you more power to achieve your objectives.

What is a strategic alliance?

A strategic alliance or joint venture is a partnership, formal or informal, between two
or more businesses designed to progress the strategic goals and objectives of each
business. In the case of this book’s focus, that means an alliance which will develop
or strengthen the marketing capabilities of your business.

Large corporates have used strategic alliances for years to develop their interests.

For example, acomputer chip maker such as Intel might form a strategic alliance with
a software manufacturer like Microsoft to develop chips that work particularly
effectively with Microsoft’s software. Intel promotes Microsoft products, and
Microsoft promotes the advantages of buying computers with Intel chips rather than
competing brands.

The next step isto link with the companies that make the actual computers. So, for
instance, Intel develops special chips for laptops that run cooler and consume less
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battery power. Chances are that a computer you use or have used at some stage has a
little sticker on it that says ‘Intel inside’ and another that says ‘ Designed for Microsoft
products'. It's been a successful promotion for Intel and its partners, allowing them to
combine their marketing ‘clout’. For instance, one advert can feature the logos of three
strategic partners. an HP laptop computer with an Intel chip in it designed to run
Microsoft software.

From the customer’ s point of view, the three are mutually enhancing: there is security
and credibility in recognising the brands and alessening of the risk in knowing that the
computer will run the world' s most popular software programs.

The key features of strategic alliances
So let’ s just recap those features again, because

they are the keys to the benefits you should be Take the
looking for when you consider joint ventures or Initiative!
strategic alliances: Who would
* All three companies in the strategic alliance, the you loveto
work with?

chip maker, the software producer and the laptop _ :
manufacturer gain from the alliance. Write down the names of five

- - businesses that would make
» They are developing mutually enhancing . :
products that add value for the customer. idedl strategic partners and

then take theinitiative. Rin
e They are able to share marketing and them up and explain why ag
promotional costs.

strategic partnership would
» The ‘total package’ offers better credibility to work well for both of you.

the customer than if the three companies were to
market alone.

e Thealiancereducestherisk for the customer in buying the laptop, since the stickers
arein effect a guar antee that the software you need will run properly on the machine.

e The aliance promotes better brand recognition in the marketplace. Strong
advertising means that the customer will be looking for—and demanding—the stickers
that confirm ‘Intel inside’ and ‘ Designed for Microsoft products’ before they buy the
computer. These stickers signal a safe purchase.

» Thetotal result of the alliance is a genuine synergy that enhances the competitive
advantage of al three companiesin the alliance.

» The customer sees more valuein the total package than if they were to judge each
company’s product on its own.
When you consider the positive marketing benefits flowing from this example it’s

hardly surprising that large companies have always exploited the advantages of
strategic alliances.
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How your business can benefit

The benefits for small businesses of enhancing themselves through creative alliances
can be even more valuable, and you should be looking for similar synergies. Here are
some examples of business enhancing aliances and joint ventures, designed to

stimulate you to think of ways you can do thistoo.

Overcoming smallness

When it comes to competing with larger businesses, smaller businesses often feel most
disadvantaged by their size. For instance, you might feel you lack:

» The same buying power, so you can't buy product as cheaply as larger companies.
» The money to compete with the advertising budgets larger businesses can afford.
 The recognition and credibility in the marketplace, and so on.

Forming strategic alliances can help you overcome many of the disadvantages.

For example, you could:

» Form abuying aliance with similar businesses to
gain group purchasing leverage.

* Share advertising and promotional costs with
your strategic partners.

» Gain enhanced credibility and market recognition
through this joint promotion. If each businessin
the alliance puts an equal effort into publicity, the
results are likely to be far better than the effort of
an individual business.

Tendering for large projects

Strategic aliances are also an excellent way of
making your business look ‘bigger’ when it
comes to competing against larger companies on
alarge project. The obvious example comes from
the construction industry, where firms often form
strategic alliances to present an impressive
syndicate of complementary skills.

In some cases this may even include starting a
separate company for the duration of the project.
All the firms contribute resources, skills and
knowledge to the company, which isrun asa
separate entity during the course of the project.
The company is then wound up at the end of the

Partnerships
can take
time
Y ou do need
to think medium

term rather than short-term.

As one business owner
comments, “It took me 3 years
to establish a strategic alliance
with amajor corporate, and
seven years to establish one
with another major firm. But the
benefits for my business have
been huge, so | strongly recom-
mend you keep plugging away,
putting proposals forward and
reminding people why it makes
great sense for you to work
together.”

So get started sooner rather than
later!
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project, with the profits distributed to the participating businesses according to an
agreed formula, perhaps based on the degree of participation and resources committed.

What you need to think about in terms of your own business are those opportunities
that you may have dismissed in the past with the thought: ‘We can’t handle that’ or:
‘It s apity, but no, we don’'t have the resources for that.” For instance there may have
been a government project up for tender that you felt you couldn’t handle at the time.
From now on, however, instead of automatically dismissing these opportunities as ‘ too
big for us,” think in terms of strategic alliances or joint ventures. Can you form an
alliance with another business, or a group of businesses to secure the work?

Always look for complementary businesses

What businesses naturally complement or add strength to your own? Always be on the
lookout for a business that offers products and services that could enhance your own
range in the eyes of customers.

For example, suppose you are a photographer specialising in wedding photos. Those
photos need to be displayed effectively and for an occasion as important as a wedding
day people are prepared to spend on quality. So you might look to form a strategic
aliance with a supplier of top-quality wedding albums and also with a picture framer.
By doing this you' ve saved your customer the bother of travelling to three different
suppliers.

Offer customers a more complete package

Asthe example of the photographer already discussed demonstrates, forming strategic
aliances allows you to offer a more complete package to your customers. Y ou create a
competitive advantage if you can offer your customers a ‘ one-stop shop’ instead of
saying ‘No we don’t do that.” For example, a business might specialise in brake
repairs, but might find that many customers also want awheel alignment. It makes
sense to offer the whole package to the customer. Y ou can then say, ‘We can take care
of that through our association with ABC Wheel Alignments. We choose our strategic
partners carefully to give you the same standard of quality and service aswe do.” The
more comprehensive the service you can offer customers, the more useful you become
to them.

Sticking to your core strengths

Importantly, strategic alliances allow you to offer this spread of servicesto customers
without diluting your core focus. Y ou may be tempted to diversify your own business,
but trying to be ‘al thingsto all people’ isoften afatal trap that resultsin
overstretched financial resources and diluted quality of performance. Forming a
strategic alliance with another business that is an expert within its own field is often
the better way to go.
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For example, the wedding photographer
concentrates on photography and allows the
strategic partner to produce the wedding album.

Developing new products and services

Asmany start-up software businesses have found,
strategic alliances offer an excellent way to
overcome their individual lack of resources as
they develop products. Alliances enable them to:

* Share the market research for new products and
Services.

* Share development costs that might be beyond
the financial means of a single business.

* Reduce the financial risk and exposurein
developing new products.

* Pool skills and experience rather than duplicate
them.

Who owns
the IP?

If astrategic
dlianceis
likely to create
some valuable intellectual
property (such as a patent or
copyright) that has future
marketing value, make sure the
partnership agreement spells out
who owns the IP or how its
value will be shared.

It's important to protect both
your own | P and your branding.

 Share equipment and software (for example, the expensive licence costs for some

specialised software).

 Share the marketing and promotional costs, and promote to each other’s customers.
» Gain synergies from tapping into the market knowledge, the contacts and the business

connections that each business has devel oped.

Note that an important benefit of such aliancesis
that you can often access specialised skills or
equipment at a fraction of their market value or
what it would cost you to acquire those skills or
train one of your employees. The reality for many
businessesis that they might not otherwise be
able to afford these skills or specialised gear.

The alliance might also bring with it certain tax
advantages that you could discuss with your
accountant.

Sharing customer databases

There are other ways too of sharing resources
with other businesses and organisations. A good
exampleis supporting a charity through your
business. Many charities have excellent databases

Re§pec_t Danger!
legislation

N
If you wish to ]
share databases

with acharity or
any other organi-
sation, you must
abide by relevant anti-spam-
ming and privacy legisation.
Check what applies to your

country and any international
countries you send emails to.

Fines for breaching local
regulations can be stiff.
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of people who have supported them in the past. They might publicise your support for
their cause in letters or newsletters to their customer database, while you do the same
to your database of customers.

For example, the marketing message could be that the charity will get a donation of $5
for every $100 spent with your business. Both sides of the strategic alliance gain
through this approach. The charity stands to gain extra funds (if the project is well
thought out) and you stand to gain some new customers, plus the added credibility that
accrues from supporting a worthy cause.

Of course supporting a charity is aworthy thing to do in its own right, but the added
bonusisthat the percentage you have to donate to the charity from your revenue from
this promotion is money you would have had to commit to marketing anyway to attract
these new customers.

Further benefits from strategic
alliances

Decision
* If you'reinterested in developing export not to
mar kets for your goods or servicesthen a compete
strategic alliances with the right overseas partner A web

can open up new channels of distribution that
will help you penetrate foreign markets. In some
cases a strategic alliance is the most effective
way to overcome trade barriers.

Developing a strategic alliance with your
suppliers can help you lower your supply costs
and provide your business with a strong
competitive advantage over your competition.

For example, you might agree to share
promotional costsin ajoint push to market certain
products.

Strategic alliances can also be a good way of
speeding up the development of your business,
allowing you to do things quicker and faster than
you could have done without tapping into the
resources and capabilities of other businesses
through alliances.

hosting compa-
ny made a conscious strategic
decision early on not to develop
websites for their customers.
“We got many requests from
customersto devel op websites
for them,” reports the founder.

“But we decided not to go
down that road. This allows us
instead to work closely in
alliance with website designers
who encourage their clients to
host with us because they
realise we' re not competitors.
This strategy has paid off
handsomely.”
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Key issues with strategic alliances

It's important to select your strategic partners carefully before you begin working
together because your business could be affected by the behaviour of your partner.

In aworst-case scenario, some less than ethical dealings by a strategic partner could
adversely affect your business too. The more closely you work together, the more
opportunity the strategic partner has to strengthen or damage your credibility. So
here’s a quick checklist to work through plus some tips:

* Check references and the market credibility of
the business. If possible (or appropriate) speak to
some of their customers.

» Make sure the businessis solvent and not under
pressure or threat and is competently run.

 The strategic partner should subscribe to similar
ethical values and business practices as your own.
For example, guarantees should be honoured and
the standard of service should be high.

e Asinapartnership, it'simportant to be clear a'so
on how much each party is contributing to the
alliance in the way of resources, work or finance,
and, if the alliance is likely to produce profits,
how these are to be split. In particular, clarify any
financial commitments (cost of joint advertising,
etc.), as these could be a source of future conflict.

Clear
benefits
and clear
outcomes

Get together
with the strategic partner to
discuss the mutual benefits that
should flow from the partner-
ship. The benefits should be
clear, and the outcomes from
the partnership should also be
Clear.

» Many strategic partnerships are quite informal in nature; othersrely on signed
agreements. One expert has commented that in his experience the longer and more

legalistic the partnership document, the less successful the allianceis likely to be. The

likely reason for thisis that the best strategic alliances are the result of a‘meeting of
minds between two business owners where both see clear benefits from the alliance

and are able to capture the essence of the alliance in a short ‘ heads of agreement’ type

document.

Trial periods and open communications

A good way to test the effectiveness of a strategic alliance isto establish it for a

limited trial period, with areview process at the end of that period. For example, you

might decide on a strategic alliance with another business in the form of ajoint

promotion over the Christmas trading period, sharing advertising and promotion costs.
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Putting a definite termination date on the alliance then allows both parties to assess
how well the cooperative effort worked. If there were problems you can then go your
separate ways with no hard feelings, stress or pressure, since the expiry date of the
aliance was set in advance.

The key to successful strategic alliancesis open and honest communications backed by
shared business goals and values. It'simportant you like the people you're dealing
with.

Changing the way you think about your business

The most exciting part about strategic alliancesis that they should change the way you
think about your business. Y ou no longer have to think of your business as ‘small,’
‘isolated,” ‘limited’ or ‘lacking in resources and skills' because all these features can
be compensated by creative strategic alliances.

Exploring the possibilities of strategic alliances can therefore fundamentally alter your
attitude to your business, empowering you to tackle bolder and bigger things and
opening new doors to growth. What you need to do now is to make looking for such
aliances adaily part of your business thinking.

The importance of business networks

Businessis all about people. It's impossible to do business in isolation from people.
One of the best ways of finding strategic alliances is therefore through your business
contacts and connections.

This section stresses the importance of making a
conscious effort to develop and expand your

business networks. Like many things in business Networking
it requires an active role on your part and a Successful
determination to continue widening your circle. business
This is because connections don’t always pay off owners work
immediately; instead you should regard them as a constantly at

long-term investment in your business. You never | developing their business
know when you may find it useful to know networks. The more successful
someone who aso knows someone who can solve | you are, the more extensive
amarketing or distribution problem for you. The your business connections are
more people you know, the greater the depth of likely to be.

resources you can draw on.
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Tips for expanding your business

networks Contacts

« Join your local Chamber of Commerce, industry You'll find
group or employers' association. These kinds of fuller contact
organisations provide you with valuable details for
opportunities to spread the word about your networking
business. opportunities and training in the

« Join local community groups like Rotary, Lions Resour ces section at the end.

or Zonta. Don’'t be concerned if there’ s no
apparent or immediate payoff for your business—
giveit time. Taking part in community projects raises your profile in the community
and will increase the credibility of your business.

« Join local business networking groups and attend the meetings. Again, be patient:
don’'t look for immediate results, but do get out of your ‘comfort zone' and don’t cling
to the familiar faces. Network assertively to meet new people.

« Join Toastmasters International or some similar organisation (such as Dale Carnegie)
and learn to speak confidently in public. Perhaps you can become an expert in your
field and be invited to speak on your industry area by other organisations. For example,
if you're afinancial consultant, thisis an excellent opportunity for you to talk about
investing issues. Make sure never to sell your services directly. Talk instead about
trends in international markets, good sectors for current investment, etc. If your sales
pitch istoo blatant you won't get invited to speak again. On the other hand, if people
see you as the expert and are impressed by the
knowledge you offer them, they will start to seek
out your services.

_ Benefit from
 Learnto listen. The greatest marketers and their
salespeople are great listeners. Ask people what knowledge
they do and look for possibilities. Remember that )
In business

the best opportunities exist in helping people
overcome their frustrations.

» Make sure you' re marketing your businessin all
your contacts. This doesn’t mean putting across a

hard sell message; it means keeping people aware expertise and experience of

of what you do.
_ others or people who have
. Ethange lots of business cards. Keep all the already accomplished the things
business cards you collect on a database, so you you want to achieve.

can send them appropriate notes, newsl etters,
notice of your new website, etc.

there’s absolute-
ly no sense in reinventing the
wheel, but there is a great deal
of sense in leveraging off the
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Creating your own advisory board

Another part of being well connected in business is having your own advisory group so
you can leverage off their knowledge. Y ou can make this group as formal or informal
asyou like. Thisis simply a collection of people that will be most useful to you in
promoting and marketing your business. For example:

» A marketing or advertising consultant.

e The owner of abusiness similar to yours, perhapsin a different city.
e A business ‘guru’ or mentor, perhaps an older or retired businessperson you can turn to

for marketing advice.
 Your accountant, lawyer and bank manager.

Keep connected through technology

Finally, use the best technology to stay closely
connected to your customers so you can serve
them better.

This means:

» Keeping up with new cell phone and laptop
mobility technology (for instance, connecting
to the Internet by wireless).

* Using the Internet to speed up communications
and make it easier for customersto buy off you or
keep in touch with you.

For example, email and texting have made a
tremendous difference to the speed and ease with
which we can now communicate with each other.
It has changed the whole pattern of businesslife.
The time, effort and money that businesses used

what’s on offer.

in the age we
live in. Older business people
sometimes take the view that
technology is happening too fast
and they’re not really interested
in keeping up. However, that
attitude condemns the business
to falling behind, instead of
taking competitive advantage of

Participate
in the age
It's important
to participate

to put into typed correspondence using formal letterhead stationery has now been
greatly reduced. In afew minutes at the start of each business day you can send off half
adozen quick emails to people. Multiplied over ayear, that simple tactic aone adds up

to a positive impact on your business.
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What you’ve gained from this chapter

Strategic alliances:

v’ Are the modern way of expanding your business, allowing you: to present a more
credible, complete and comprehensive solution to your customers; to open new
marketing channels; and to speed up the development of your business.

v" Will only happen if you make them happen, so be on the alert for businesses that
could offer genuine synergies and win/win results for both parties.

Strategic alliances work best when there is:

v' Honest and open communications.

v" A meeting of minds.

v’ Clarity about expected outcomes.

v’ Clarity about what each side will commit to the alliance.

A wide network of business connections is important for your marketing
effort because:

v The connections allow you to market your business widely and gather important
business information.

v" The quality of your networks and relationships with people can be one of your
strongest competitive advantages.

Action steps

1. Think up some positive ways in which strategic alliances could strengthen the
marketing of your business. Ring up the businesses NOW! (Remember to check
out your strategic partners before you do business with them to make sure that
the alliance will truly benefit both sides and enhance your image in the
marketplace.)

2. Commit to developing your business networking by joining at least one
organisation or network group this month. Set up an advisory board. Find a
mentor: someone you admire that you can approach for business advice.

3. To stay connected to your customers take full advantage of technology and
emerging technology.

4. Trawl through this chapter for other ideas you can implement in your business.
Do it NOW or it will never get done!
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Introduction

It's been said that you really have only two options in your working life: you can spend
your life achieving your own dreams, or you can spend your life helping someone else
achieve their dreams. In other words, you can be self-employed, or you can work for
someone else.

By becoming a business owner, you' ve made your choice. Y our task now isto
persuade others (your staff) to help you fulfil your dreams for your business. In terms
of marketing, this means that your challenge is to turn each and every one of your staff
into ambassadors for your business. This chapter will help you achieve that.

Staff come first

There's an old business cliché that the customer comes first. But for the purpose of this
chapter, the cliché iswrong. It isyour staff that come first, because it is your staff that
will help you make a success of your business. If you want your staff to give customers
quite exceptional service, then you must first treat and train your staff in such away
that they will willingly deliver this outstanding service—and do it consistently.

Everyone markets the business

Staff that have no contact with customers are just Contacts
asimportant as staff that do. Y ou depend on such

staff to make a quality product or design an Eg?ﬁ;t:raﬁ
exceptional service or provide efficient don’t disap-
administrative support. If they don’t, you stand to pear into a

lose customers. Y ou have to make it clear to al

your staff that they are ambassadors for your

business. This can be quite arevelation for some

iafg W.ho th ?k ]E he;y havenorole 'Egatrﬁ eting contacts are likely to gain their
€ DuSIness. Infact, everyone markets the image of your business from

business. what the staff member tells
them.

vacuum after business hours.
They come into contact with
family and friends, and these

Your role as leader

The way that people view a business has much to

do with the kind of values that the business embodies. If you look at some of the top
businesses that have been created in the world, such as Virgin Airlines or The Body
Shop, they are characterised by having very distinctive cultures. These cultures affect
the way customers view the businesses and also the way that employees of the
businesses view their jobs.
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For example, Virgin Airlines has an imagein
the marketplace of being fresh, different and
innovative. Itsimage is completely the opposite
from the stodgy, conservative image of other
airlines. After al, the airline was created by

an unconventional adventurer called Richard
Branson with a gift for self-publicity. When you
fly with Virgin you expect the staff to be
professional, but aso different to the staff on
other airlines: less formal and conventional in
appearance and behaviour, and more fun.

Likewise, founder Anita Roddick created for the
Body Shop an experience for shoppersthat is

quite different from the more conventional shops
selling soaps, lotions and personal care products.

Customers are attracted to Roddick’s Body Shops
by the respect for the environment, the natural
products used, the sustainable way its Third
World suppliers harvest these products, the
company’sfair treatment of suppliers and

its campaigns against testing cosmetics on
animals. Thisis all part of its special branding.

Charisma and values

In sum, these two businesses were created by
charismatic leaders who have imbued their
businesses with distinctive values that inspire
their staff. As customers we know these
businesses are very different from the average
and we' re attracted to them because of this
difference, either because we share these values,
or because we're curious and attracted by the
energy that makes them distinctive.

These two |eaders provide an example of what
you can do for your business. Not all of us can be
charismatic leaders on the scale of Branson or
Roddick. But as leaders of our businesses we
should &l provide two things:

1. A strategic vision
2. Thecorevaluesthat underpin that vision

Business
cards for all

“Everyonein
my business
gets a business
card,” comments one success-
ful business person. “ Some of
them are quite startled by this.
‘What’'sthisfor? |'ve had my
technicians ask me, ‘I don’t do
any selling.’

My answer is: ‘Y esyou do.
Every time you do a quality job
you're selling the business
because you' re encouraging the
customer to come back to us
again.’

I’ve found that giving staff
these business cards helps them
all to realise they are part of a
team and that we all have to lift
our game to be better than the
competition and to give excep-
tional service.

Giving business cards to
everyone also cancels the gap
between ‘them’ and ‘us' that
exists in many businesses and
promotes a feeling of oneness.
The cards help promote the
values that | advance—that all
jobs have equal dignity and
importance in making a success
of the business. We're dl in it
together.”
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It s important that you share and communicate both your strategic vision and your core
values with your staff because you need your staff to help you achieve your vision for
the company. It is often the staff who are at the ‘ coalface’ of dealing with your
customers, so it isyour staff that can make or break you.

Communicating your strategic vision

The best businesses are motivated by a shared sense of purpose that gives meaning and
continuity to everyone's activities. The staff are clear about where the businessis
heading and how their tasks will enable it to get there.

The vision comes from the answers to these questions:
* Whereis the business now?
» Where do you want it to be next year?
» Where do you want it to be in 5 years time?
e What must you al do to get there?
It's important to:
* Consult key staff on these questions.
* Get their suggestions and gain their ‘buy in’.
* Build their ideas into your business.

But at the end of the day you are the leader of the business and the answers will reflect
your vision for the business.

Pushing limits, raising standards

Y our task is aso to encourage people to venture To boldly
outside their comfort zone. For example, you go...
might set service goals that go way beyond what A leader’'s
staff thought was practical or possible. Suppose true task isto

you run an appliance repair service offering on- show people how

Site service for householders: Y ou decide that to venture beyond the point
your new service standard will be: *We guarantee | \yhere they were prepared to go
to be on time, or we'll cancel our call-out fee!” by themselves—then watch

At first your staff are horrified by thisidea, and them grow.

point out that it’s very difficult for them to know
how long each job will take them as there are
often unexpected delays and complications. Offering this guarantee will take them
right out of their comfort zones.
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Nevertheless you decide to do this because the

guarantee addresses one of the main frustrations Lifting
of householders you’ ve discovered through your standards
market research: that tradespeople don’t turn up o
on time. So after making some changes to your The positive
thing about

business processes you go ahead with the
guarantee and it developsinto one of your
main competitive advantages.

Y ou impress upon staff that every claim under
this guarantee diminishes profits for the business,
and this affects everyone. Staff have to develop
their skills in estimating how long jobs will take.

If there are delays they must phone the next customer. Staff will take pride in being on
time because it reflects their efficiency.

setting difficult
goalsisthat they raise the level
of the business's performance.
Y ou’ re suddenly doing things
you never thought possible.

Communicating your core values

Y our core values are the values that define what your business stands for and why it
exists. They are the guiding principles behind all the dealings your staff have with your
customers, and give substance to those dealings.

Y ou will need to revisit your strategic vision for the business from time to time and

make adjustments as markets and economic conditions change. By contrast, your core
business values, like integrity, honesty and fair

dealing, are the bedrock of your business. They

will not change: they are the values you and your Values

staff will use in dealing with others and that At the heart
others will evaluate to judge your business. of all lasting
For example, anyone who has worked for a and successful
McDonad' s restaurant will have been taught the businesses are
McDonald's core values of ‘QSCV’: Quality, clearly defined core values that
Service, Cleanliness and Value. provide a sense of direction

Y our task is to work out with your staff what and purpose.

your core values are. For example, quality,
service and value are values that apply to all
businesses, while cleanliness is obviously mainly a concern for hospitality businesses,
but perhaps less important for other types of businesses that don’t work with food.
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Why did you start your business?
Start by thinking about your business and why The benefits
you started it. Once you' ve defined your values, Communica-
you need to make these key values clear to ing your core
customers as well as your staff, so that your vauesto bath
customers know how to measure you. Saff and cugtomers
For credibility reasonsit’s extremely important increases your credibility,
that you live the values. For instance, if integrity, projects professionalism and
honesty and responsibility are the cornerstone builds confidence in customers,
values, then any departure from these values will reducing the risk they might
compromise your business. If your dealings are feel in doing business with
less than ethical, then staff will take their cue you.
from you and feel that they also can behave less

than honestly towards customers. If thereis not a
culture in the business of taking responsibility for transactions, then customers are
likely to be frustrated by the experience of being shunted from one person to the next.

Values are all about standards, and if you don’t set high core values, then the service
standard is unlikely to be high. Aswith your competitive advantages, don’t expect staff
or customers to guess your core values. It’simportant that you display them at your
place of business and incorporate them in your promotional material, including your
website and your guarantees, because they are an integral part of your authentic voice.

Recruiting the right staff

A common fear in businesses is hiring the wrong person. Many later staff problems
can be avoided if you take extra care to recruit the right people in the first place. A
strategic vision backed by strong core values will help you get the right staff: people
are attracted to working in a business with a clear sense of direction and values.

In many such businesses (for exampl e technology businesses), staff will work long
hours, driven by the passion of reaching goals. Y our core values make up the
‘personality’ of your business, and in communicating them you’ re also telling others
what’ s unique and authentic about your business.

From a marketing point of view you're looking for people who:

* Like making other people (your customers) happy. People do business with people
they like.

* Arefriendly and outgoing.
* Enjoy cooperating with othersin ateam.
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* Can take responsibility for their own decisions.
» Show some |eadership qualities.

* Are prepared to share their knowledge. If they are
very good at sales or people skills, for example,
are they happy to help train others?

Check all references carefully and look for some
evidence that they have added value to previous
businesses they may have worked for. A good
question to ask the businessis: *Would you re-
employ this person?

The best reference is for the business to tell you
that the applicant did more than their jobs: they
have some personality and showed creativity and
initiative.

Most important, do you like them? Could they
sell you something?

Gaining staff buy-in

Extra
trouble

Taking extra
timeand
trouble at the
recruitment stage will save you
much heartache and stress |ater.

Y ou can train people who show
willingness, but some simply
have the wrong personalities
and it’ s beyond the scope and
powers of a small businessto
change them. Don’'t employ
them in the first place!

Research shows the personal
qualities and attitude of an
individual have the most impact
on the way they do their jobs.

Every business needs a Procedures Manual or House Rules that set out the standards
and procedures that staff must follow. For example, in aretail business afew examples

of these procedures might include:
* Always wearing name badges.
* Conforming to adress code.
* Greeting customers (preferably by name).

* Answering the telephone in a consistent and welcoming way.

* Learning the names of regular customers.

» Taking responsibility for following through on customer service.
* Always asking new customers how they found the business.

Explain why procedures are important

Certain procedures should be non-negotiable: they are a condition of employment. But

at the same time you will have more success in getting staff to adhere to these
procedures if you make their purpose clear. For instance:

* Wearing name badges and conforming to a dress code help to build afriendly,

professional image. If customers have a service problem, they can attach a name to the
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person who served them. Thisis enhanced too by
greeting all customers, a process that gives them
recognition and acknowledges their importance
(make sure you ban the off-putting ‘ Can | help
you?).

* Answering the telephone in a standard way again
promotes friendly professionalism since
following a script ensures that nothing important
isleft out (such as communicating your
competitive advantage to customers).

Undermining the business

Y ou need to point out also that staff who don’t
follow these procedures are under mining the
strategic aim of your business, which isto
build long-term relationships with customers.

Poor
performance

The four
main culprits
of poor perform-

ance are:

1. Hiring the wrong person.

2. They don’'t know what their
jobis.

3. They don’'t know how to do
the job (training, setting
standards and procedures)

4. There'sinterference with
their desire to do the job.

Explain why thisisimportant: that you’ ve spent
money on advertising and promations to get

people into your business so you don’t want to do business with them just once; you
want to build enduring relationships. So staff need to understand the concept of
lifetime value, and what the business needs to do to retain customers.

Thisiswhy they must learn the names of regular customers (set agod of say 10 namesa
week): it is part of building this relationship. Regulars who are greeted by name when
they walk in will appreciate the recognition that tells them they are valued customers.

Give staff the training they need

Investing in your staff is crucial. They tend to be the most expensive cost in small

businesses and they need regular ‘tune-ups’ and ‘ maintenance’ just like any other asset

of the business. Too many small business owners spend money on new technol ogy
without considering their people management. Invest in your staff by:

 Sending them on sales training and people skills courses.

 Giving them relevant trade magazines or publications.
* Giving them videos to watch.
» Having lots of meetings to distribute information.

» Having regular socia outings where staff can mix outside the pressures of business.

 Sending them on conferences or trade shows where they will be exposed to new ideas.

These trips can be atype of reward to raise their self-esteem and show you have

confidence in their ability.
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Providing exceptional service

Help staff to understand the ‘ moments of truth’ concept discussed in Chapter 5. Once

they understand the concept, ask them to identify the ‘moments of truth’ for customers
in their own job and define what they think would be an exceptional experience for the
customer, for example in dealing with a customer on the phone, by email, or in person.

It's important that they understand how vital teamwork is, and how interrelated work is
in most businesses and how poor quality at any stage of the work affects the result. For
instance, if the technical people in an appliance repair business do a poor job of a
repair it's the sales person who has to deal with the disgruntled customer. Similarly, if
the admin staff do not invoice correctly, or forget to send the invoice out, their poor
procedures rebound on others dealing with the customer.

Clarify with your staff the need to take responsibility for the customer if they are the
first point of contact. If they pass the customer on
to others, they must ensure that there is aresult:
the customer gets an answer, a price, a quote or

whatever isreguired. In other words, making sure Empowering
that the customer gets satisfaction and is not staff
forgotten or frustrated. The quickest way to lose One boutique
customersisto have them shunted back and forth hotd allows
without getting anywhere. even the cleaning
Here you might also ask them what authority, staff to make decisions about

training or resources they need from you so that
they are never a dead end for customers. In
other words, how much leeway do they need
from you to make a decision on the spot that will
resolve the issue to the customer’ s satisfaction?

cancelling or reducing the
guest’s bill if guests complain
the room was substandard.

The decision can be made on
the spot without the delay of a
manager being involved. That's
powerful and very effective
staff empowerment.

The side effect is that having to
cancel ahill for aguest’s stay

Gathering market research

Staff are avital source of customer feedback in
all businesses. Require your staff to gather

market research and make sure they do so by
explaining why it isimportant. A simple example
would be to ask all new customers how they
found your business. Just asimple ‘By the way’
how did you find out about us? is quite
sufficient.

concentrates everyone's minds
on fixing the problem as quickly
and permanently as possible.
Putting better systemsin place
is often the key.
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In this case the answer will help you to direct your limited marketing resources most
effectively. For instance, customer feedback might reveal that:

* 80% of customers discovered your business through the Y ellow Pages.
¢ 15% found you by word-of-mouth referrals.
* Only 5% discovered the business through your ads in community newspapers.

The obvious logic of this feedback would be to spend less on advertising in community
newspapers, strengthen your Y ellow Pages ad
(perhaps increase its size next year) and set new

goals for word of mouth referrals (for instance, Surprises

increase referrals from 15% to 20% over the next

year by improving your level of service and Be prepared

customer satisfaction. Plus brainstorm with your for surprises.

staff new ways of building customer loyalty and Customer

encouraging referrals. 7 feedback of this

kind will often reveal results

Make staff aware of the bigger picture quite different from what you

thought or had predicted. For
example, you may have

thought that a series of radio
ads was bringing in the extra

In some businesses staff are required to do some
market research such as getting peopleto fill in
guestionnaires, but results disappear ‘into the
system’ and they are never sure how the

information is used. What we're urging you to do bus nesfs wr%ergas s rgal .
instead isto make all your staff aware of the ;?;S:;nfr Lizlirsiesszl il e

‘bigger picture’, of how you can use the feedback
to improve the business.

Explaining the bottom line of it is straightforward: the best source of information for
improving your business comes from customers, because they pay for your goods and
services.

The more feedback you get from them, the better placed the businessis to make the
necessary changes and fine-tuning. This means a mor e successful, more profitable
business and increased job security for staff.

Rather like your core values, however, you must ‘walk thetalk’. If staff dutifully
provide feedback but they get no comment from you and see no changes made in the
business, they will soon lose interest. It's essential to give feedback of your own
(perhaps at a monthly meeting) to show how useful the feedback is and what action
you're taking. Show some excitement when you get some real insights (as you will
from time to time) from customer feedback that reveal awhole new path forward for
the business.
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To gain ‘buy in’, ask for their input

It's also agood ideato ask staff for their comments to increase their ‘buy in’ to the
process. For example, “ The feedback I’ ve got from you over this month suggests that
customers would really like us to open an hour earlier in the morning so they can come

in before work. Do you think thisis worth atry?’ Make them part of the improvement

process.

Remember that as your staff numbers grow
you're likely to find yourself more distanced
from your customers. It becomes even more
essential to get agood flow of market research
information from your staff and you become
more dependent on your staff for quality
information. Make sure you encourage the
‘virtuous circle’ of customer feedback translating
into changes and improvements leading in turn to
a better business and improved feedback.

Make sure others don’t take the credit

Staff often hold some valuable keys on how to
improve a business but they never pass this
information on. Possible reasons are:

* There’'s no established channel for suggestions.
* Innovative behaviour in staff is not encouraged.

No one
listened

Make sure
these prob-
lems don’t affect
your business. Many new
businesses are started by former
staff who left their previous
jobs because they saw ways of
doing things more efficiently or
more competitively, but no one
listened.

 Staff have had experience in passing on great ideas only to find their supervisor or

someone el se taking the credit.

Keep open channels of communications with staff and ensure they get credit for ideas.

Keeping your staff
motivated

The importance of sharing your strategic vision
for the business and also your core values has
already been stressed. Communicating your
strategic vision for the business and your core
values clearly to staff will go along way towards
providing them with a sense of purpose and ‘ buy
in.

What'’s not
said
“The most
important
part of communi-
cationsislistening to what is
not said.”

Peter Drucker

© 2009 The Small Business Company Ltd  www.tsbc.co.nz

92



Survive and Prosper! Build your business in tough times through smart marketing tactics

Thiswill be further reinforced if you include them in the process of determining your
strategic vision and defining your core values. People always take more responsibility
for things that they have helped to create, rather than things that are simply imposed
upon them. “Do this’ carries less weight than “ So we' ve agreed we'll do this.”

Contrary to popular belief, money is not at the top of the list as a staff motivator. This
isnot to say that it hasn’t a part to play: many businesses operate very successful profit
sharing schemes for staff. But there are other important motivators that don’t involve
money, particularly:

» A feeling that they are on a growth track, not a dead-end job, because you have
explained your strategic vision for growing the business and how they can contribute.

* They are given challenging goals to encourage them to grow, to keep them interested
in the job and to increase productivity.

* They get recognition of their worth to the business, their effort and their
contribution. Make a point of catching staff doing something right and give them
positive feedback that they are doing worthwhile work. Make it clear that even the
simplest job has dignity and can be done with the same concern about quality and
excellence as more complicated jobs. Show that the person doing it is playing an
important part in the success of the business.
Eliminate divisive status symbols such as

reserved car parks or senior staff perks: these E;siriii
belong in the past.
* You give staff a sense that they are trusted and Uiz meie
. . . you share
empower ed to do their job. This means showing with staff
openness to creativity and atolerance of mistakes. your business

If people are empowered to experiment and be
innovative they will certainly make some
mistakes along the way (just as you probably did),
but from these mistakes will often come the
knowledge that will drive the business forward.
We al learnt to walk by falling over frequently; characterised by a shared sense
there s no other way. of passion and excitement are

* Making the business a fun place to work is particularly fortunate and often
important. This means fostering open and clear experience fast growth as a
communications at every level and encouraging a result.
spirit of cooperation. It also means being alert to
bullies (management by fear or harassment) and
those who enjoy abusing their power or playing manipulative office politics. Get rid of
such people as soon as you can (but be sure to get expert advice first from an

goals and the important part
they play in the overall scheme
of things, the more likely they
are to respond with a positive
effort. Businesses that are
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employment expert and carefully observe correct procedures so you stand less chance
of a Personal Grievance case against you).

Asking staff what they like best about the business and also what they |east like can
give you surprising insights into areas of your business that could be improved.

Take an interest in their hopes and dreams

To show they are more than work objects to you, take an interest in the concerns and
interests of your staff, their personal lives and their families. How much do you really
know about your staff? How can you hope to inspire them if you know nothing about
their hopes and their dreams? These interests also provide important keys to unlock
motivation. Once you understand each person’s special performance drivers, you can
strike deals on the basis of ‘you do something for the business, and I’ [l do something
for you.’

For example, if you discover a staff member is saving hard to send a daughter overseas
with her sports team, you can make a deal such as: “If you can increase your sales by
25% over the next six months, I'll help you with the price of your ticket.” A chat with
the staff member every month also reaps good dividends in bond strengthening: there's
alot to be said for * management by wandering around.’

Maintaining high service standards

All the tips and ideas we' ve offered so far should make your staff keen and well
motivated. It is always better to concentrate on building the positive rather than
dwelling on the negative. But despite your best motivation it will sometimes be
necessary to discipline staff who fall below your required operational standards.

If you don't discipline such people, it affects the morale of everyone. After all, why
should others work hard or take your values and business vision seriously when you do
nothing about a staff member who chronically arrives late for work, refuses to wear a
name tag, or doesn’t observe good service procedures? Not to discipline such a person
isan insult to those who are trying their best. Poor performance also sabotages your
business and marketing goals.

Mystery shopping

Try as much as possible to make the process one of self-discipline rather than you
doing the disciplining. For example, mystery shopping is an excellent way of finding
out if the business's agreed service standards are being met. If you take a“how can we
use thisinformation to improve the business?’ type approach then you can implement
improvements without offending or directly criticising the performance of an
individual staff member.
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Self-assessment

Letting staff assess themselves can also be a useful technique to lift standards. For
example, asking them: “How do you rate your level of customer service?’ or “How do
you rate your sales ability?”’

Following on from this, you can then ask: “So what do you think we can do to improve
things?’ This suggests you' re happy to help the staff member achieve higher goals, but
also that you' re keen for the employee to take some responsibility and ownership of
the challenge.

Teamwork

Some businesses that rely heavily on team work successfully use teams to keep up
standards, particularly if you set team goals. In such cases team members will often
bring into line the team members who are not pulling their weight, particularly if there
are clear incentives for achieving goals.

In some businesses it’s made clear to job applicants that the final employment decision
rests with the team, not the boss. They must meet the standards and expectations of the
team before they can be accepted into the business.

Working towards common goals

Finally, in any businessit’s important to regard staff not simply as employees, but as
co-operators in helping you achieve your common goals. If you can successfully
communicate thisideato staff you'll stand afar better chance of gaining their
committed support.
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What you’ve gained from this chapter

v Your staff come first. You can’t achieve your business and marketing goals
without the enthusi astic cooperation of your staff. More often than not, your
staff are the ones who deal with your customers and are therefore in avery
powerful position to influence the success of your business.

v’ It'stherefore very important that you put time and energy into making sure that
they are indeed effective ambassadors for your business, delivering exceptional
service to your customers and helping you develop new and creative ways of
marketing the business.

v Recruiting the right staff in the first place saves much time, expense and stress
later.

v You must show leadership by sharing your strategic vision for the business and
communicating your core values. These encourage growth, continuity,
commitment and purpose. Ask for suggestions and manage by consensusif you
can to gain staff buy in.

v’ Staff will be more willing to do tasks such as gathering market research and
customer feedback if you explain the bigger picture of how it improves the
business and they see that you do take meaningful action with the feedback.

v There are many ways of motivating your staff that don’t involve money.
L earning about the hopes and dreams of individual staff members uncovers their
key drivers. Make deals to help them if they help the business.

v’ Establish clear service standards and clarify the non-negotiable essentials and
procedures. Use self-discipline and self-assessment as much as possible to help
wayward staff improve.

v’ Failing to discipline substandard performance insults and demoralises those who
try harder.

v’ Stop thinking of staff as employees. Start thinking of them instead as fellow
team members working to achieve common goals.

Action steps

Create an action list for the ideas from this chapter you want to implement,
assign responsibility for each task, and a budget if necessary.

Do thisNOW or it will never get done!
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Introduction

Many businesses might see advertising as the quickest way to get more customers.
Indeed for some businesses like retailers this might be true and alater chapter will
help you decide which advertising media best suits your business.

But advertising costs money and can be the most expensive way of getting new
customers. In addition, the results are by no means guaranteed. So, in line with the
advice we give throughout this book, we recommend that befor e you look at
advertising you do everything else first that doesn’t cost you money. The fact is, all
small businesses have limited resources. The more limited your resources, the smarter
you have to be in using those resources. This chapter is all about the shrewd use of
limited resour cesto build your customer base.

Getting new customers is an intentional act
First of all, it's no good hanging out your shingle and then waiting for the action. As
the Chinese proverb says: Man who stands on side of mountain waiting for roast duck
to fly into his mouth will wait a long time.
Businessis not like a Saturday morning garage sale where you display everything for
sale and then sit back. The action you take must be:

 Planned: in business you make your own luck. The best way to successisto plan
assertively for it, not wait for it to happen.

* Intelligent: the more limited your resources the greater need for focus and wise choice

of action.
Here are the steps we recommend to get new customers.

1. First, get your house in order

Every business should follow this marketing principle: Do what you do so well that
people can’t resist telling others about you. Write it large on the wall somewherein
your business.
Word of mouth is one of the most powerful forms of getting new customers. And best
of all, it'sfree! Your aim isto make people want to be your customers. In order for
this to happen, you must get your business house in order.
Start by answering these two questions:

a) If you were the customer, isit absolutely, compellingly clear that dealing with your
businessis the right choice? (Why? List as many benefits as you can).

b) Is your product or service alot better than anything else on the market? In what ways
exactly? (List them).
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Now get afriend to check your lists. Are the points you' ve made believable and

persuasive? Does everyone on your staff know and promote them? What can you do to

strengthen the weaker points?

Find 'em and keep 'em!

So before you go looking for new customers, make sure you'’ ve got everything lined up

and sorted out. Getting new customers can be up to seven times more expensive than

doing more business with existing customers. So if you can’t keep them:
* You've wasted the investment.
* You've condemned yourself to spending yet more money to get others.

And if you fail to retain the next lot of new customers well, that becomes a very
inefficient and unnecessary waste! So the message is: don’t even bother to look for
new customers until you have an efficient business set up to handle them properly.

Y ou can't keep customers if your serviceis bad, your business is unprofessional, your

products are inferior, the quality is poor, enquiries aren’t dealt with or are forgotten,
and phones aren’t answered.

The checklist below offers a summary of what's been emphasised in earlier chapters.

There’ s no point in looking for new customers until you can with confidence answer
‘Yes' to all these points:

<

Point of contact (what the customer sees) ES

Customer’ s first impressions of your business are excellent.

First impressions are reinforced by quality performance.

Customers are immediately aware of the benefits of doing business.
Contacting you is quick, easy and pleasurable.

Enquiries are promptly answered (phone, fax and email).

Y ou deliver on time, every time, at a convenient time.

Y ou consistently delight the customer by exceeding expectations.

Y ou have clear systemsin place for orders, enquiries and complaints.
Service standards are very high: you treat customers like gold.

Staff training and performance

Staff are highly motivated and enjoy customer contact.

Staff realise the lifetime value of customers.

Staff are trained to cultivate customers, not just service them.

Lot DoUbododod
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<
m
n

Staff are trained to cross-sell, on-sell and up-sell.

Staff are trained to listen, listen, listen—and report back their findings.
Staff understand and promote your competitive advantages.

Staff understand your core values and business mission.

Staff take responsibility for resolving enquiries and complaints.
Staff are empowered to make on-the-spot decisions.

Staff are trained to convert complainers into advocates.

Staff are trained to follow systems (market research questions, etc.).
Staff are neatly dressed and wear name badges (if retail).

Staff do one random act of kindness a day.

Staff learn the names of key/repeat customers and use them.

Staff always ask for referrals (see later section in this chapter).

Staff are positive, friendly ambassadors for your business.

Products and services

The quality of products and servicesis high (value for money).

Y our competitive advantages are clearly spelt out.

Y our products are backed by guarantees and testimonials.

Y our guarantees and warranties are better than competitors’ equivalents.

Y ou understand what customers really want and have adapted accordingly.

Business systems

Y ou have documented business systems in place to ensure consistency.
Y ou measur e and work on improving:

» The conversion rate of enquiriesinto sales.

e The number of referrals from existing customers.

Market research is systemised:

* Everyone always asks key questions designed to improve the business.
* Market research is built into the way you do business.

ot o O ool bodooddodoodn

* Y ou always capture customer namesin your database.
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Passing the test

Onceyou're abletotick all the‘Yes' boxesin this checklist, you can move on to the
next step knowing that your business, your people and your systemswon't let you
down. The money you invest in finding new customers won't be wasted. You'll be
able to retain those new customers and develop long-term relationships with them. If
the test uncovers any areas where you feel your businessis shaky, now is the time to
go back and read the earlier chapters.

2. Actively pursuereferral business

Now that you've got an excellent customer-focused business set up, you're very well
placed to get positive word of mouth from your customers or clients. Remember that
marketing principle: Do what you do so well that people can’t resist telling others
about you.

But although word of mouth is an excellent source of new business, it is a passive
process: you have to rely on peopleto tell others; perhaps they will, perhaps they’ll
forget. You should al so be prepared to show some initiative in looking for new
customers. That means actively pursuing referral business.

Why referrals are such excellent value

Research consistently shows that between 60% and 80% of referred |eads can be
turned into sales. That's afar better conversion rate than most businesses get out of
‘cold leads . But if you think about it for afew minutes, it shouldn’t surprise you. In a
sense, these referral leads are already half-sold.

Even more so if you can persuade your customer to ring up the lead or (best case!) to
personally introduce you to the lead. Y ou now have the endorsement of someone the
new prospect knows. Someone who's happy with the business they’ ve done with you.
That's such powerful credibility that your job’s half done. So it should be no surprise
too that referrals also tend to buy an average of 20% more than ordinary sales.

All in all, if you can generate referrals, you're onto a great deal:
* They cost far less than advertising or other methods
e There's amuch higher conversion rate (already half sold)
» And asaway of multiplying your customers, the method is unrivalled.

So it’s certainly worth spending time and thought on how you and your sales force can
gain more referrals.
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How to get referrals

If you've got salespeople, try thistest: ask afew of them how many referrals they got
thisweek. Ask for alist. You may be dismayed by how few they can come up with.
But if you haven't got a system for getting referrals, don’'t blame your salespeople—
blame yourself. It' s time for leadership: you do need to train your salespeople and you
need to give them a system to follow.
Thefirst principleis: always ask. That's NOT:

e Sometimes ask for referrals (if you remember).

» Ask when you feel likeit (if you're in a buoyant, confident mood).

» Ask only when you sense the ‘vibes' with the
customer are right.

These are just the excuses. Theruleis: always You're
ask. Make it clear to your sales people that thisis serious...
not a choice, it's aregquirement of the job. Use Another good
the McDonald’s example to reinforce the reason for
message. Every time you pull into aMcDonald’s measuring the

and give your order you're prompted: ‘ And what referral rateisthat it lets staff

else would you like with that? Not sometimes know you' re serious about the
asked; always asked, because McDonald's tactic. If you just say, “Look, |
management knows thisis an effectiveway toget | \ant you to ask for referrals’
more business. The same principle holds true and don’t follow up, the

when it comes to asking for referrals. instruction will die a natural
Now set about measuring and working at death, like the many other
improving the referral rate. Go back to those instructions in a business
conversion and sales figures cited on the previous | where the owner or manager
page if you need any more convincing. Referral shows some initial enthusiasm
businessisjust so good you can’t afford to but then forgets about them as
neglect it. It'svery simple: unless you ask, you other matters intrude and take
won't get. over.

Incentives and trigger questions

Start with the incentives. Once your staff realise that referral businessis much easier
than other business (because of the built-in credibility) their motivation increases. On
top of this, you could also think of adding some incentives to get the sales staff to get
referrals. Look at it thisway: getting referrals saves you a lot of money you' d have to
spend getting new customers in other ways, like advertising. So why not share some of
those savings with your sales staff?
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Y ou might be thinking at this stage, “Well, that’ s all fine and dandy, but the fact is that
my salespeople won't ask, no matter what | tell them to do, if they don’t feel
comfortable about it. In fact if | feel embarrassed about asking for referrals, then |

probably won't keep it up too.”
Thisis quite true.

So what'’s the solution?

The solution is to make your salespeople feel comfortable about it. That means coming

up with ways of asking for referrals:

* That are anatural extension of the way they do business with the customer.

e That don’t feel forced or unnatural.

* That don’t make the customer feel they’ re being used or harm the integrity of the
salesperson or the image of your business (i.e., ho pushy tactics like forcing
salespeopl e to pursue their friends or their church groups).

Thisisyour challenge. If you can come up with natural and logical ways to ask for
referrals then your salespeople will do it, and you can require them to do it.

The secret isto come up with scripts (‘ And what else would you like with that?') and
timing procedures that allow your staff to ask for referralsin a natural and unforced

way. Effective scripts are usually devel oped
around some key trigger questions.

Here’s what you should avoid:

* Asking directly: “Do you know anyone else?’ It's

too direct, too uncomfortably familiar to the
customer and too easy for them to say no to. The
only thing this triggersin the customer isthe

thought: * This person seemed genuine at first, but

they’ re turning out to be just another pushy sales
person. What a disappointment.’

» Using the sympathy approach: ‘If | can sell just a
few more of these I’ [l win that trip to Fiji’ or
“Thiswill help me pay my huge student loan.’
Here the sal esperson comes across as self-
absorbed and manipulative and it’s no surprise
that customers couldn’t care less about the
salesperson’ s personal problems.

You can
help them

If people are
ever going to
refer you to their
friends and business contacts,
it's because they sense that you
can help them, not exploit
them. So your focus should
always be on what you can do
to help them solve their prob-
lems. And if you' re passionate
about your products and
services (as you should be) this
enthusiasm should come across
naturally.
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Base referral scripts around trigger questions

Here's agood tip: some of your sales people will be noticeably better at gaining
referrals than others, possibly because they have natural people skills but probably
also because they’ ve devel oped effective ways of asking. Use them to teach the others.
For example, let’s suppose you run a security firm specialising in installing alarm
systems. At the next staff meeting you might comment, “ Susan, you seem to get alot
of new customer referrals, I'm impressed—in fact we're all impressed! How do you do

it?" Susan might then say something like:

“Oh, I don’'t do anything special. When | visit the customer to quote for the system, |

just make some comments like:

‘It's good you' re putting this system in—it’ [l make you feel so much safer. Isyours
the only house that’ s been burgled around here? (This gets them telling me about
the other houses in the neighbourhood that have been burgled recently.)

Then | just say, ‘WEell, | wonder if | could help them too. The more of these alarms

that go in the safer your neighbourhood will
become. Burglars will just give up on the area
if they know everyone's got great protection.’

| always get some leads to follow up from this
kind of approach and very often the customer
will actually ring up a neighbour or someone
they know down the street and get an
appointment for me.”

Here you have the beginnings of a script al the
sales staff can follow. You can write it down in
the sales manual (so that it becomes part of the
sales system) and then refine it or come up with
variations as others report what worked for them.
Notice that Susan never asks directly for
referrals; the trigger question is: ‘Are you the
only house that’s been burgled around here?

Sales people are anotoriously individualistic lot,
S0 you might expect some who say (or think), ‘I
can do much better than that!” Thisis an easy one
to handle: you can simply respond: “Fine, tell us
what works better for you and we'll be happy to
useit!” The proof of the pudding will alwayslie
in you measuring how many referrals they can
generate with their system.

Save time
and effort

Developing
good scripts
will also save
you considerable time and
effort when you come to
training new staff. They won't
be forced to reinvent the whesel,
because you can say to them,
“Look, here are the scripts

we' ve developed to get refer-
rals from our customers,
something we all take very
seriously around here because
it's such an effective way of
increasing business. Start by
following these scripts, be-
cause we know they work, but
if you can come up with
something better let me know.”
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Timing the referral request

The best time to ask for referralsis during the
business relationship, not after it. This allows the
customer time to think of suitable prospects. Few
people can instantly produce alist. For example,
if you sell office equipment, then businesses that
are starting up or relocating are good targets for
furniture. Trigger questions might be:

“Y ou must be the newest businessin this
building/area/town.”

“1 haven't heard of any other businesses
recently from (the customer’s previous town or
city) moving here.”

Both these questions are just comments, not
referral requests, but they do invite rebuttal or
amplification: “No, we're not the newest,
someone else isjust about to move in round the
corner” or: “There are at least three others we
know of planning to move here aswell.” Now
you have the conversational opening you can
develop into the leads you' re looking for.

Other referral techniques

Tell your friends (scarcity value)

Have a
system

The key to
successin
businessisto
do things systematically, and
marketing is no different. So
sit down with your staff and
brainstorm scripts to get new
customer referrals using some
trigger questions.

The most effective scripts will
aways be those that allow
your staff to gain the referral
leads in a natural and comfort-
able way that doesn’t harm
the relationship with the
customer or violate the core
values of your business.

Here are some suggestions for trigger statements, but use them only if they’'retruel
If the customer comments favourably on the price of the product, suitable trigger

statements might be:

“Yes, that price is good because it’ s the last of that stock. We only have afew left and
can't get any more, so we' d really like them to go to our customers or friends of our

customers first before we advertise.”

“Yes, but we can't keep on delivering this service at this price. We'll have to put it up
next month, so if you know anyone who wants to take advantage of the lower prices,

tell them now.”

“We keep our priceslow by not advertising and relying instead on satisfied customers

to tell others.”
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Concession bargaining (reciprocity)

Reciprocity is something everyone understands and expects. If | do something for you,
you'll probably want to help me too.

If the customer wants something, then areferral isafair swop:

“1 think | can get the boss to give you that discount/extended warranty/free delivery/
extended payment terms, but can | at least report that | got something in return?
Even areferral will do.”

“You drive ahard bargain. I'm sure you'll be happy with that price but I'm not sure
the company will be too happy. Can | at least ask something of you in return?’

I'll help you (reciprocity)

The same reciprocity principle appliesto helping others. Asthe saying goes, ‘Y ou
always win when you help another person.” Even the ‘one random act of kindness a
day’ rulefitsinto this category. To get referrals, give referrals first, and be generousin
helping others. If you can make a difference to their lives, they will want to do the
same for you. Lead by setting the example: refer your customers on to other businesses
(but be careful only to refer people to businesses or people you trust and that have
similar high standards to your own, otherwise the tactic can backfire). The return
favours may not happen for awhile, but they will happen.

Community and charity work

The same principle applies to working for the community and helping charities. These
things are worth doing for their own sake, but you’'ll also gain a higher profile, meet
new people, make new friends, and your business will benefit. If not in the short term,
certainly in the medium and long term.

Testimonials are referrals

A testimonial isareferral, particularly if it comes from awell-known person. Any
third party endorsing you carries so much more conviction than anything you might say
about your business. (Note that this principle applies to newspaper articles about your
business too. They also carry more credibility than an advert or what you say, whichis
why you should try to get local editors to write up your business).

If people say nice things about your business (and if you’ ve followed our tips they’ll
be doing this all the time!) then don’t et the moment go. Either:

“Thanks for those kind words about our service/product—they’ re much appreciated.
| really enjoyed working with you and overcoming some interesting challenges. |
wish there were more customers like you too. Do you know any who'd be interested
in our products/services now you can see what they do and how we’ ve worked with
you?’
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Or you could try something like:

“Thanks, | really appreciate what you've just said. It's been a pleasure to work with
you. Y ou know, we're putting out a new brochure soon/adding a customer feedback
page to our website and we're always looking for good customer comments. Do you
think we could use what you' ve just said?’

Almost everyone will willingly give their permission. Now here' sthe key: don’t leave
it there, or expect them to put their words in writing because in most cases it just won't
get done; people hate writing so the task goesin the ‘too hard basket’.

Instead get their fax number or email address and say: “Can | put what you've just said

in afax/email and get it back to you? Y ou can then edit or change it anyway you like
before we useit.”

They'll be only too happy for you to do the work, and if you’ re faithful to the spirit of

what they said you'll likely get it back approved and unchanged, ready to be included
in your promotional material.

Turning unhappy customers into champions

Asthe saying goes, a satisfied customer might tell three people, a dissatisfied customer
tells 10. Following all the tips in this book you shouldn’t have any disgruntled
customers, you should have raving fans!

But be aware that turning round disaster situations can be very rewarding for your
business.

Winning back customers is worthy of a special effort

Recovered customers can become the very strongest advocates for your business,
generating powerful word of mouth for your business:

“1 had an unfortunate experience with that business, but you won't believe the
trouble they took to makeit right. | got acall from the owner and...”

Try sending a gift!

One businessperson actually sends a gift to customers who have complained about
poor service, broken promises, defective goods, etc. The script goes along these lines:

“Thank you for pointing out (the problem). Y our feedback has been very valuable to
us because it’ s allowed me to improve our business. Please accept this small gift asa
token of thanks for your help. We' ve fixed the problem by (details of remedial
action) and look forward to welcoming you back as a customer. Next time you come
in, please ask for me. I’d like to thank you in person for your assistance and make
sure you get our best possible price and top-quality service from us.”
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The businessperson reports very good results

because people are so startled to be rewarded for A revealing
complaining. window
But in fact most of the time (of course there are Slack staff
exceptions we're all glad to berid of!) are often
complainers are doing you afavour: they're very convinc-
showing you the weak areas in your business. ing at hiding their tracks (it's
Their comments enable you to build a better, always someone else’s fault) so
stronger business. In bigger businesses especidly, complaints can offer you a

you may not always be aware that some of the revealing window on your

staff are damaging your business through poor business. Take them seriously
people skills, that service is poor, or a batch of and do your utmost to turn the
substandard goods went out. Customer complaints | gityation around. The resulting
may be your first clue to these problems. positive word of mouth will
Sustain yourself with this thought: ‘ Getting new more than reward your effort.
customersis expensive, so what can | do to

change this unhappy customer into a champion
promoter for our business? If | can do this, the customer will lead me to many new
prospects.” Even if some cost isinvolved it'susually still agreat deal.

Get on the problem early

Aswith overdue accounts, the secret to successin winning back lost customersisto
spot the problem early and get on to it promptly:

* A good database system should enable you to quickly identify customers who haven't
purchased for a certain number of days.

* Sometimes businesses |ose customers because they forget the golden rule of keeping in
touch at least once every 90 days. People simply forget about you and what you have
to offer, or they may resent your neglect and apparent indifference.

* Set up good internal systems that enable you to track dissatisfied customers. If staff are
too afraid to tell you that the business has probably just lost a customer, then you're
doing something wrong and it’s a leadership issue. Y ou need to explain to staff why
winning back customersis so important.

Rapid intervention isthe key. Follow up these customers systematically. I1t's more
manageable to follow 5 or 10 of them aweek, by setting aside atime slot each week
for this purpose. The sooner you speak to them the better. Use the tactics discussed
below to woo them back into the fold and to turn them into enthusiastic advocates for
your business.
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Find out what went wrong

Try to get the real story. People often hide the real reasons they’ re unhappy (such as
rude staff) through a desire to be polite or kind. One businessperson takes this
approach when speaking to former or disgruntled customers:

“I"ve found that peopletry to be kind when | ask them what went wrong, but we need to
get this problem fixed. I'm sure that you don’t want someone else to experience what
made you so unhappy, so please could you be really frank with me.”
Come up with competitive strategies
For every reason that customers leave or go elsewhere, try to find afix. For example:

CAUSE YOUR POSSIBLE TACTIC

Lower prices elsewhere Better service, delivery, backup, guarantee, product
knowledge, bundled extras, free installation.

Moved somewhere else Y ou can still order from us via our website/mail order.

Poor service Staff have been intensively retrained.

Late delivery Procedures overhauled, delivery now guaranteed.

Inconvenient location WEe' ve started a free door-to door delivery service.

Inconvenient hours We' ve changed our hours of business. And you can

order from our website 24/7.

Lost touch Welcome back discount. Sign up for our regular
newsl etter with valuable tips.

Y ou get the idea. For every reason the customer might have left, you should be able to
come up with some kind of counter or solution.

Some tactics to use
Here are some other tactics for you to consider:

* Do something extraordinary, such as sending a gift (asin the example already
discussed) or turning up unexpectedly on the ex-customer’s doorstep.

* Sometimes a direct ‘what would it take? type question works well. For instance: “We
really valued you as a customer and we're sorry to have lost you. What would it take
from me to get you back again?’

» Offer a‘Welcome back’ discount, or membership of a‘Welcome back’ club, with

appropriate privileges, such as previews of new products and services, better
guarantees, etc.

© 2009 The Small Business Company Ltd  www.tsbc.co.nz 109



Survive and Prosper! Build your business in tough times through smart marketing tactics

* Tell them how you' ve fixed the problem and give

them your personal guarantee that you'll be Outstanding!
personally supervising their custom in future. e
Give them your direct dial numbc?r and af_ter- your overall
h_ours num_ber. Let thgm feel th_ey re dealing objective is
directly with the boss: people like to feel to get these

recognised and valued, and distinguishing them customers saying to their

inthis way can work wonders. friends and contacts: “I had a

One small businessperson uses this approach: problem, but the way they fixed
“I’ve told my staff to call me the next time you it was quite outstanding!”

comein so | can help you personally.”

Pursue strategic alliances and joint ventures

One of the great secrets to finding new customers is being creative in seeking out
strategic alliances and joint ventures.

Thereason is simple: asyou know, your existing customers have cost you alot of
money to acquire. Y ou had to establish your business with all its overheads. Y ou had
to invest money in premises, staff, signage, stationery, websites, promotions, direct
marketing, advertising, Y ellow Pages adverts and so on.

Thisiswhy researchers have worked out that it costs you around 6 or 7 times as much
to find new customers than to do more business with your existing customers.

So if you could tap into other people’ s databases of customers FOR FREE, (in other
words, reaching customers that cost them a great deal of money to acquire) would that
be a great benefit to your business? Too right it would!

Put in this light, the advantages of strategic alliances and joint ventures become clear,
and thisis why you should put this tactic at the top of your action list. When you deal
with other people or businesses, aways think, “Could | form some kind of joint
venture with this business or person?

Tuning your mind to the possibilities

Now here's athought to mull over: many opportunities for forming productive and
profitable joint ventures slip past the average businessperson. Some probably miss
opportunities every month. The same thing is likely to have happened to you in your
business. Why? Because business people are simply not thinking in terms of this kind
of opportunity. It's aquestion of tuning your mind to the opportunity and always being
alert to possibilities. Unless your attitude changes, these opportunities will continue to
dip by you.
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Thefact is, many of usthink of our businesses as separate. We're on our own. We're
captains of our ship and we're competing against ‘the rest’. Thisis our proud Kiwi
individualism but it can work against us in modern business. Is it better to be just one
ship competing against the rest or part of afleet of shipstaking on the market?

So if you haven't yet formed any strategic alliances or joint ventures, make sure you
do! Don't limit yourself by thinking ‘Well, anyone | joint venture with must share our
high standards and have similar values.” This might indeed be important for more
formal alliances, but working with others can take many forms, from asimple
exchange of ideas and leads with your insurance broker, your travel agent, your
accountant or your lawyer. It's a question of being alert for the possibilities and these
are likely to crop up in the most unlikely places or businessesif you keep your mind
and thoughts open.

Make a commitment to using this great tactic for finding new customers within the
next three months.

Form marketing partnerships
American marketing guru Dan Kennedy makes a powerful point about marketing
consultants:

“The best marketing experts do not tell you what to do. They try to create a
partnership with you to combine your unique understanding of your business with
their special expertise. Then they do the mechanics.”

These partnerships can often take the form of a

profit split, with both parties benefiting. In other _
words, ajoint venture. For example, asmall Marketi ng
business owner wanted to try fax ads for their partnership
product, but couldn’t afford to pay the fax This kind of
marketing company the $750 fee for the faxout. partnership
Instead of paying for the faxout, they came to an arrangement
arrangement. They would pay nothing upfront, certainly sorts out the marketing
but share the profits. So the partnership was: consultants who are genuinely
* The small business had the product. confident about their skills and
* The fax marketing company had the database of p_roduc.tg Or Services. Thetest is
simple: if it doesn’t work, they
10,000 fax addresses. . )
_ _ . simply don’t get any money.
Marrying the two enabled both parties to profit.

Can you do something similar with marketing
consultants you approach (or who may approach you)?
Instead of paying them afee, why not offer to split the
proceeds of the promotion they propose?
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Vigorously network

Network meetings are great for meeting new people who may turn into customers or
lead you to new customers.

But if you go to a network meeting, you'll notice how many people stick together in
small groups. We seek out friends or people we know and stay with them. A bit like
the classic parties of the 1970s. men on one side, women the other. (Except the
network meetings don’t usually end in afrenzy of quick choicesin the last half hour!)

Looking for ‘security blankets' may be natural human behaviour, but it’s not good
business—and when you go to a network meeting, you’ re on business duty! That's
right: you’re not there to have a good time, you' re there to make new business
contacts. So push yourself out of your comfort zone.

Never pre-judge people: circulate!

Stop persuading yourself that you' re not losing out with the others because they
probably won't be interested in your business—that’s a cop out! Never prejudge
people. Not only do they have their own businesses, they also know othersin business.

Efficient networkers circulate: they know how to work aroom. If you're shy, set
yourself modest goals at first: “I' [l get to know two new people at this meeting.” Then
get hold of Dale Carnegi€’ s book, How to win friends and influence people: it's a
networker’s bible; an oldie but definitely a goodie. Or do a Dale Carnegie course or
join Toastmasters and become a confident speaker (you can find both organisations
quickly through Google). The message is: lose your shyness because it’s holding back
you and your business. Businessis all about people. People are arich resource so the
more people you know, the better.

Find something strong and positive to say

When we ask people at networking meetings what they do, they are often quite hesitant
and defensive asiif they find it abit of astrain or are embarrassed to tell you. Be
confident and proud of what you do. There’s no gain in being low-key. It doesn’t
impress. Tell people about your business and what you' re doing. Come up with a few
key sentences that capture the essence of your business and your special placein the
business world. Be passionate about explaining your competitive advantages. what
makes your business worth doing business with.
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Win new customers through e-commerce

The Internet offers you some very cost-effective ways of gaining new customers,

If you have awebsite make sure it comes up near the top of the list when people are
looking for it through search engines such as Google or Y ahoo. The easiest way to do
thisisto try to find your own website by typing in al the key words and phrases
associated with your business activity. Then get a friend to do the same thing, and if
the results are disappointing, find an expert who can help you get better rankings.

Some more tips:

* |f you send out an email newsletter, remind your customersto passit on to their friends
or interested parties and make it worth their while to do this by including something of
value or interest in the newsletter such as useful articles that compels them to spread
the word.

* Usethetip-laden articles also to get links from other websites as away of gaining new
customers. For example, suppose you are a tax planning consultant. Y ou could write a
tip sheet on ‘How to plan and minimise your taxes effectively’. Such an article would
be a valuable addition to many chartered accountants’ websites, the websites of legal
firms and many others. Y ou supply the article for free, in return for alink to your
website.

* Feature specials and competitions online to encourage repeat visits.

* Announce competitions and specials online, and encourage people to enter their
friends as well, so that you capture their email addresses.

* |Investigate Google business solutions such as AdWords and AdSense
(www.google.com) and other innovative ideas for winning new customers.

Can you use viral marketing?

Viral marketing, aform of ‘free’ advertising, is so-called because it spreads as rapidly
as avirus from person to person. The classic example of viral marketing was Hotmail,
which offered people free email, but attached a tag at the bottom of each free email
sent that said: ‘ Get your private, free email at http://www.hotmail.com’. People
receiving emails from friends saw the message and signed on in droves.

The service spread like wildfire and grew so popular that Microsoft bought Hotmail
from its founders, making them very rich in the process.
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Viral marketing has these common features:

» Something desirable such as a product or service Brainstorm
isgiven away (at least initially!) for free. Are your
 This encourages people to tell others, who tell products or
others, who tell yet others. services
suitable for

* Like a pebble dropped in a pond, the message

spreads rapidly though word of mouth or through | Virdl marketing? Brainstorm
the Internet. with your staff ways you could

make use of this technique.

The more effortless the transmission (like a
simple click of the mouse) the quicker the
transmission occurs, which iswhy the Internet is considered an ideal medium for viral
marketing, since transmission is very fast and very cheap.

How can your business benefit?

So how could you use this technique? Can you come up with something very desirable,
such as afree e-book or a software program that people find really useful? Y ou don’t
have to develop or write either of these products; you just have to source them from
somewhere (the Internet is agreat source!) and get permission to use them.

For instance there are lots of very useful shareware or freeware programs, utilities (and
even games) people don’t know about but which could be very valuable or entertaining
for them. In the case of articles or booklets, titles such as: ‘How to...” ‘10 tipsto
improve..." ‘A beginner’s guide to...” ‘ Seven ways to promote...” ‘What to avoid when
you...” are always popular.

People can download these products from your website or from other business's
websites linked to yours, simply by registering for your newsletter. Y ou now have their
contact details and can tell them about your other products and services.

What's cool?

But viral marketing happens very successfully outside the Internet too. For example, a
new type of vodka, produced in far-off New Zealand, gained marketing share by
providing free samples at important gatherings and leading parties. When the socialites
and the ‘smart set’ around town were seen drinking the vodka it rapidly became
fashionable for others to follow suit. This marketing technique was not new; it was
pioneered by othersin the smart bars of New Y ork.

The same tactic has been very successfully used in the teenage market, which is strongly
driven by peer pressure. For example, a shoe manufacturer in the United States gives away
shoesto carefully selected pupils at high schools. The teenagers they select are the “ cool’
group leaders whom the otherslook up to. Oncethesefew ‘apha teenagers start wearing
the shoes, peer pressure makes it almost compulsory for othersto buy the shoes.
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More cost-effective tips and thoughts for
finding new customers

Be imaginative and different

Worldwide, products and services are converging (similar looks, cost and qualities).
So how can you possibly stand out from the common herd?

The distinguishing feature has to be your relationship with your customers. Y ou heed
to make sure it’ s outstanding. Go through the checklist at the beginning of this chapter
again to make sure your business can score top marks.

Do what you do so well that people can’t resist telling others about you.

Overcoming comfort and inertia

Why do people stick with one supplier? In many cases the answer is simply comfort
and inertia. People buy from the same place because they’ ve got to know the supplier.
They may have some grumbles, but what the heck, they know what they’ re getting and
to go anywhere else would take them out of their comfort zone. Going out to get
several quotes from other suppliersisjust a hassle they’d prefer to avoid. They’d have
to make some decisions. Why not just go with the flow?

Of course al thislaziness works to your advantage with your own customers (although
if you're using our tips they’ll have much stronger reasons than comfort and inertia to
stay with you!). But in the case of your competitors customers you must think of ways
to break the inertia. For example, arep for aluminium windows cruises the new
building sites, speaking to builders and architects. The typical responseis that they’ve
already locked in their aluminium window needs for the building they’ re busy with.
But the rep is not interested in current sales; the goal is future possibilities. By
listening carefully (one of the keysto good salesmanship) they pick up grumbles about
current window suppliers. And they know that a present ‘no’ is never an ‘alwaysno'.

Question: what can you do to overcome the inertia that keeps potential new customers
with their present suppliers?

Get free publicity

Become active in the community. Give speeches, run seminars, get involved with your
industry or association activities. Write books, articles, newsletters, and do pro bono
work with non-profit organisations and charities. Get known out there!

Run promotions, use gimmicks and events that will attract media attention. If you can’'t
think of ways to do this, get advice from a PR expert. Good public relations can be far
more effective than paid advertising. Find aretired journalist in your area: they will be
able to give you tips on how to write press releases that get results.
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Use direct marketing

Depending on the nature of your product, direct marketing can be a cost-effective way
of finding new customers.

Some final advice...

To make new sales the three crucia steps are:

1. Uncover
* What bothers the customer in their relationship with other businesses?
* What do customers really want?

To uncover what customers really want you have to understand their needs. M ost
importantly listen. Don't fake your interest, be interested. If you don’t have an interest
in people, find some other line of work (not self-employment!). The same applies to
your staff.

2. Clarify

Then you need to clarify what customers want to accomplish before you can help them
fulfil their goals.

3. Then fulfil

Give them what they want, because others perhaps don’t. Give them what they want
better and more convincingly than the competition.

Don't fake your passion about your products and services, be passionate. If you' re not
passionate, others won't believe either.

Don't fake excellence, be excellent.
If you do these things, then you'll attract many new customers.

Never be average, never be boring
Saying “We're just an average small business’ isthe same as saying ‘We're
mediocre.” ‘Average’ isgray, dull, and what stands between you and excellence!

Customers want new, intriguing, enigmatic, exciting, breakthrough, problem solving,
innovative, positive. The worst marketing mistake you can make is to be boring. Make
other mistakes, but don’t be boring!

Apply thistest to all your advertising and promotions.
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What you’ve gained from this chapter
If you win new customers but can’t retain them you’ ve wasted your investment.
So first ‘ put your business house in order’.
Before you spend money to gain new customers, try the cost-effective tactics.
Referrals are an excellent source of new business.
Referrals must be actively and systematically pursued.

It's worth making a special effort to turn unhappy customers into advocates and
champions for your business.

To win back customers identify the loss or problem early and take quick action.

Joint ventures and strategic alliances are excellent ways of gaining new
customers.

v Instead of paying marketing consultants, think about finding people who will
work in productive partnerships with you.

v Network vigorously to extend your business contacts. Don't prejudge: you never
know where contacts will lead.

v E-commerce offers you many opportunities to gain new customers. Can you use
viral marketing?

v Never be average or boring!

AN NI NN AN

< S

Action steps
There are so many tips in this chapter there has to be something for your
business!

Create an action list for the ideas from this chapter you want to implement,
assign responsibility for each task, and a budget if necessary.

Do thisNOW or it will never get done!
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Introduction

With millions of new users each year, the Internet offers businesses a massive
potential. In recent years the Internet has become a mainstream business tool. No
longer something strange or unknown, we now regard the Internet simply as another
resource to help us build our business.

Most of us already use the Internet, often without realising it. If we order tickets or
book airline flights through an automated phone system we' re using the Internet either
directly or indirectly. The chances your customers are connected are very high. So
must you be.

Soon we'll no longer talk of e-commerce or e-business, but just business, and take it
for granted that our business operations fully include the Internet.

The purpose of this chapter isto help you market your business through the Internet by
exploiting its potential to the full. From a marketing point of view there are a number
of important reasons for you to be interested in the Internet:

e To market your business far more widely

* To find more customers

 To increase the market credibility of your business

» To make business easier for your customers

* To lower your costs

 To speed up your business processes

» To get agood return from your investment in the Internet.

This chapter will show you how you can achieve all these objectives. If you're just
learning about the possibilities of the Internet this chapter will help you grasp its
potential. If you're already well advanced in your use of the Internet then read this
chapter for additional tips and ideas to make your use of the Internet even more
productive.
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The case for e-commerce

Why should you bother with the Internet? There are a number of reasons in addition to
the ones we' ve just mentioned. From the marketing perspective, you need to look at
what the Internet offers that other distribution and promotional channels don't offer.
These distinctive features include the following:

The Internet conquers time

If you have awebsite, your customers can browse through your products, send you
orders and messages 24/7 (24 hours a day, seven days aweek). This means that your
businessis no longer restricted to your ‘ office hours’ or even to your time zone if
you’re an exporter.

Customers can do business with you at any time as though you are still in the office
because (in atypical example) they’ll get an automatic message sent back to them
acknowledging their order or enquiry, etc. You arrive at your business in the morning
and the orders and enquiries are ready for you to deal with.

The Internet conquers distance

On the Internet, location becomes irrel evant.
Your ‘location’ isyour domain name (your

Internet address). Of course many businesses will Domain
remain local and bound by a delivery radius (such name
as apizza delivery business) but others are If you don't
finding that a website allows them to reach yet have a
nationwide or even worldwide markets that were domain name
simply out of reach just afew years ago. (your www.address) get one
For instance, many local niche businesses are NOW (even if your website

now building international businesses through the | COMes later). The cost is
Internet far more cheaply, effectively and quickly | Minimal, the advantagein
than would have been possible in the past. . securing a catchy nameis

Some small businesses might have already great.

devel oped some export trade through travel to

overseas trade fairs, correspondence with distributors, advertising in overseas
publications, etc. But all these conventional methods are slow and expensive compared
to the returns from a well designed website.
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The Internet levels size

It'sdifficult to tell the actual size of a business from its website. Of course, there are
some clues (such as the number of branch offices listed under contact details) but the
point is that from a marketing perspective you have the opportunity to create a website
as impressive as amuch larger company’ s website—and possibly even better
structured and more appealing!

By providing this ‘level playing field' the Internet offers you an important competitive
advantage: size no longer matters (it's what you do with it that matters!).

The Internet empowers you to deliver better
service

N Update
It's a competitive advantage for you to offer , :

) It's quick
better service to your customers and respond and inexpen-
more quickly through emails than your : P

. . . sivefor you
competitors. For example, if you have an online
to keep an

catalogue and your competitors don’t, you enjoy
a competitive advantage because your customers
can browse through your catal ogue whenever
they like and order what they want online.

For instance, the most convenient time for them
to do this may be in the evenings after work. And
you'll find lots more examples of better servicein
the rest of this chapter.

online catalogue up to date,
whereas a printed catal ogue
can soon become out of date or
get lost by the customer.
Everything online can be
shown in full colour whereas to
save costs in a printed cata-
logue you might have to use

The Internet lowers costs black and white images.

For instance, emails save you shipping and are

much cheaper than faxes. An online catalogue is much cheaper to replace or update
than reprinting a catalogue. It's cheaper to process an order viathe Internet rather than
pay a staff member’ s time to take the order on the phone. ‘ Self help’ alows customers
to access information and frequently asked questions (FAQ) on your website rather
than tie up staff time. Some businesses can even deliver their product such as software
or an e-book online and eliminate manufacturing, packing and shipping costs.

The Internet speeds up business and information to the marketplace

Corresponding by email is far faster (and cheaper) than by letter and more convenient
than faxing (afading technology). Sending customers an invoice as an email
attachment is much faster than posting it, so you stand to get your money more quickly
(and preferably direct credited). Customers across the country or world can order from
you (and get an automatic acknowledgment) by return. If you have some special news
for customers you can bulk email them in minutes.
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The Internet staircase

So if you haven't yet taken the plunge into the Internet world you should at least be
convinced by now that the advantages for marketing your business are enormous. After
all, who doesn’'t want to find more customers, lower costs and speed up their business?

What might be stopping you are these factors:
e Thefear of the unknown (you might not know

much about computers or technology). _ Timet andt
« The fear of being pressured or sucked into a LSl
process that will consume more money, time and It would be
unrealistic to

energy than you can afford.

» At the end of al this, the fear of not getting the
results that you wanted or a decent return on your
investment (of time and energy as well as

money).

In fact some of these fears could cometrue if you
approach the Internet in the wrong way. For
instance, it’'s perfectly possible to spend alarge
sum of money on awebsite that simply doesn’t
do for your business what you were told it would
do or what you thought it would do.

This chapter is designed to show you how to avoid the pitfalls and increase your
chance of agood return on your investment. For instance, what to look for in a good
website, and what to avoid. Our first piece of advice for Internet novicesisto takethe
Internet at your own pace. Learn some of the simpler uses first and then progress
onwards. Asyou gain more confidence, you' |l be prepared to move further out of your
comfort zone. For most people that means climbing the ‘ Internet staircase’. Imagine a
set of stairs you have to climb to reach a fully developed e-business. The steps might

claim that there
isno learning curve involved in
expanding your business
through the Internet. Y ou
should budget for extratime
and some investment, although
you can keep the budget
modest while you learn.

look like this:
Full e-business
functionality
Adding
e-commerce Step 5
Basic
website Step 4
Searching
the Net Step 3
. Step 2 .
Email use P The Internet staircase
Step 1
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1. Learning to use email

Most small businesses now use email in their daily dealings, so this battle is largely
won. If you don't, your businessisin danger of falling further and further behind.
Computers have become cheaper and cheaper over the past decade relative to other
business costs and the computer you now buy (this has been true for a number of
years) will come with the hardware and software you need to ‘ get connected’. Y ou can
start with an inexpensive dial-up Internet connection and then, as your Internet
business grows, progress to a broadband connection that allows you to continue using
your phone or fax while you're online.

Getting the most out of email

Remember, you can build your confidence with small stepsfirst. Y our first step up the
staircase is to encourage the use of email in your business. Here are some advantages:

» Emails encourage quick and responsive communications with your customers. They
are the cheapest form of communication (far cheaper than toll calls or cell phone use).

 Rather than tying up your phone lines (and using up staff time), you can respond to
emails during quiet periods of the day.

« For this reason encourage your regular customers to order from you by email rather
than by fax. Some people prefer to be contacted via email.

* Billing your customers by email (sending invoices or statements as email attachments)
cuts down on paperwork and can speed up the payment process.

Delivering excellent service
Some tips to ensure your customers get consistently excellent service from you:

» Make sure emails are dealt with promptly. Most people expect areply to an email
within 24 hours maximum and this is acceptable if you' re dealing with different time
zones. However, you should aim to do better than this by replying within the same
business day. If you don’t have a permanent email connection, then make sure that you
and your staff connect to the Internet periodically to check for emails.

e Set apolicy for everyone to check for emails at least four times a day: first thing in the
morning, midday, mid-afternoon and just before you close the office.

» Develop scripts for emails. If customers tend to ask the same questions, start
developing standard answers that you can save as text documents and cut and paste
into emails. These are an efficient way of saving time and ensuring a consistently high
standard of service (remembering to include all the important details). Later, when you
develop awebsite, you can collect these texts as a Frequently Asked Questions (FAQ)
section that will become a valuable resource for your customers.
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Develop a database
Capture the details of everyone who emails you. Privacy
Train staff (and yourself) to file emails into laws
appropriate folders, such as ‘Existing customers,’ When you
*Enquiries,” *Orders’ and so on, just as you build a
would for conventional correspondence. database you
Your aimisto build a database that you can use must abide by all Privacy and
to build along-term relationship with customers, Anti-Spamming legislation for
aswe'll discuss later in the chapter. the countries you operate in.

Useful automatic features
Most email programs such as Outlook Express offer these features:
* Folders or groupsto filter and organise your database and contacts information.

e A standard signature file (sometimes called a ‘ Footer’) at the bottom of each email,
providing full contact details and alink to your website. Try including a sales message
also: it'sfree advertising! This could be news of a special offer (perhaps linked to your
website) or your main competitive advantage expressed in one short phrase, for
instance: “Delivered on time or it's free!”

* An automatic courtesy acknowledgment for al emails that you' re not replying to
immediately. This could be along the lines of: ‘ Thank you for you email. We will
respond to your enquiry as soon as possible’ or: ‘ Thank you for your order. It will be
processed promptly.’

* Anautomatic response for staff members going on holiday: ‘ Thank you for your
email. I’'m away from the office until the (date). Please contact (alternative details) or
phone me on (cell phone).” (An alternative is to have all emailsfor this staff member
answered by another staff member.)

Set a staff Internet policy

Emails are legal company documents and they can be used in a court of law. Soit's
important that staff know the boundaries between business use and private use, and
also how thoughtless private use of the Internet can damage the business.

* Discourage private emails: they use up your resources, tie up phone lines and can get
out of hand. Y ou can probably never stop staff making private phone calls or sending
private emails, but do set a policy to limit private emailing chit-chat (for example, to
lunch hours).

« Discourage or forbid the transmission of jokes and joke attachments. These are oftenin
poor taste and since emails do go astray, they can reflect very badly on your business if
they end up in the wrong hands. There’s also the possibility of virus infection when
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downloading attachments. The same applies to negative comments or criticism of
people: these should never originate from your business computers. Point out that your
market credibility is an important asset that takes years to build up, but can rapidly be
destroyed.

« Forbid the downloading of music or files for private use from the Internet (such as
video clips). These consume time and resources that you' re paying for.

* Install antivirus software (such as Norton or McAfee) and consider some kind of
firewall protection for your computers. Remember many viruses spread by sending out
infected messages to everyone listed in your Address book. If you infect customers
with computer viruses, you stand to lose their goodwill. Some investment in protection
iswise: it shows customers you' re running a competent business.

2. Learning to search the Net

The second step up the Internet staircase can be
described quite briefly, but once you become

comfortable with it, the step will provide your Effch‘gnt
business with valuable market research searching
information and almost unlimited knowledge. Legr n how
Essentially, the Internet is the world' s largest tolimit and
focus your

library of information and knowledge. The more
expertly you can tap into this, the bigger the
benefit for your business.

Learning to use the Internet basically involves
efficient use of search engines. These are devices
that perform the function for you of very efficient
librarians—on a global scale.

The best search engines are quite amazingly fast

in producing the results you' re looking for. The top two search engines at time of
writing are Google and Y ahoo, with competitors trailing some distance behind, but the
Internet is so dynamic that it will probably not be long before top-ranking Googleis
displaced by something even faster and more efficient.

For example, it is likely that context-based search capabilities will emerge soon. This

technology will likely be smarter at interpreting the full context of what you' re looking
for, so you don’t get hundreds or millions of irrelevant results to a search query.

Internet searching so you don’t
end up getting alist of hun-
dreds of irrelevant or only
partly relevant articles or links.
It's an important and time-
saving Internet skill.
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Specialised search engines

Note that there are also dozens of search engines Staff
that specialise in specific areas (like medical member
issues), or even industries (as it happens, the best If one of
way to find them is typically through Google). your staff
They often alow you to drill down more quickly membersis

to the specific issues or topics you' re interested especially good at Internet
in, or developments in your industry. searching, put them in charge

of it. Give them specific tasks

Benefits of Internet searching (such asr ching the com-

Some of the benefitsinclude: petition or identifying interna-

e Market research on your competitors (studying tional trends in your industry)
their websites can be an excellent source of and get them to report regularly
information). Remember to sign up for their on their findings.

newsletters—under a different name if necessary!

» Buying goods online to become familiar with the
e-commerce world and how it works.

« Finding out what's happening internationally in your industry (searching online
industry journals, magazines, looking at online catalogues and websites of overseas
companies).

* Finding articles of interest on marketing topics and reading online reviews of books
you may want to acquire.

* |f you'relooking for articles for your own newsletter or for other marketing purposes
(such as afree booklet or e-book incentive) the Internet offers an almost unlimited
source of information.

* Sourcing new suppliersto get your goods at the most favourable prices, checking
prices or looking for possible joint venture partners.
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3. Developing a basic website

If you want to enter the Internet world gradually (and inexpensively), you can start
with abasic ‘electronic brochure’ that provides the same basic details about your
business as your printed brochure, but allows customers to view your business from
anywhere in the world 24 hours a day every day (24/7). Thisis agood step towards
building the credibility of your business in the marketplace.

The case for a website

Some of the marketing reasons why it pays you to have a website include:
* |t'sexpected. If you don’t have one, you look outdated (and uncompetitive).

* It adds credibility to your business. It’'s often very useful for salespeople to say: ‘ Take
alook at our website, it has all the details.’

e Itispossible to build abasic ‘brochure ware’ site yourself for under $500.

Once the site is up your online website brochure will cost less to change and update
than printed brochures.

 Everything on your site can bein full colour.

* Printed brochures get lost or thrown away: your Bro'\:v sing
site is aways there. bL ?2
e You can't post brochures all over the world; ,y :
awebsite gives you global coverage. Don’t
underestimate

* Your site can become a useful resource for : .
, S customers browsing online to
customers: you'll learn how in this chapter. .
make a purchase decision and

* |t offers very convenient service: customers can then coming into your store or
browse and shop at any time of the day or night. business to buy.

Tips for building an effective website

To turn your website into a competitive advantage you need to produce something that
is better than your competitors websites. Thisis not always that difficult: many
websites are really quite confusing, frustrating, boring or badly thought out! With some
imagination and careful thought, you can avoid the worst mistakes.

Learn from competitors
Start by surfing competitors’ websites, making notes on what you observe:
» How easy and logical was the website to navigate? Did the site load quickly?

* What are the frustrations? I s the site cluttered with unnecessary ‘bells and whistles',
slow ‘introductions’, irritating flashing banners and other gizmos?
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* |f the site offers online trading, buy something and track the process from order to
delivery. How easy was it to make the purchase (how many clicks to get results)? Was
each step handled to a high degree of service excellence? For instance, did you get an
order acknowledgement?

» What could you do better? For example, what's missing? A customer feedback
section? A guarantee? A resources section of free articles? A newsletter? What else?
Make notes of improvements and take these to your website designer. Aswith all
things in business, copy the best bits but build on your own value-adding features.

Inall this, don’t assume that a competitor’s website is working well for them!

A website features checklist

Y our overriding task with awebsite is to build market credibility and to reduce risk
for the customer. Accomplishing both these steps will lead to success. Here'sa
suggested list of action steps and features for a successful website:

Sustain your marketing image

The site should sustain the same logo, colours and ‘ appearance’ that you project to the
marketplace through your stationery, your printed brochures and promotional material.
Y ou should be promoting one consistent image and brand throughout.

Secure your own domain name (web address)

Y ou can do thisfor just a modest sum, so do it Suitable

NOW. Choose a short, memorable web address for all

::a?:tewrs ea|SIy ft?;vijiobn;er;? l%?r.l;sdr??etor link ITyelie s
y y starting your

to your activity, although thisis often a bonus.
‘Amazon’ does not immediately suggest books,
nor do ‘Yahoo' or ‘Google’ immediately conjure
up search engines. But as brands these are now
memorable and successful. Choose a name that
you can build into a brand, and that harmonises
with your other branding.

business, it'sa
good ideato get help from a
graphic designer and web
expert on what colours and
logos work well on paper (for
your stationery and brochures)
and on a screen. This saves you
from having to change your

. . . . whole colour scheme later
For a professional ook, avoid designing the site b Enl EeseRE

you’rself. It's not yo_u:1 core business. Uhnless Tesivein g e e
you'revery good with computers and ave strong e
design skills the results can look amateurish.
Remember, your credibility is at stake.

Go for a professional look

is afull-colour world.
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Avoid cheap or free site hosting plans on portals
or shopping malls. You'll get better results from
asite of your own rather than getting lost in the
clutter of many other sites and distracting
advertising. Things that are free or nearly free are
usually worth their price!

Resist the temptation to use Aunt Jane's gifted
nephew or niece who has just finished a
computer course and can build you a site at
‘family rates' . They may indeed be able to
produce what looks like an impressive site to the
untrained eye, but how much do they really know
about business on the Internet?

Choose your web designer carefully

Choose awebsite designer as carefully as you
would any other supplier or contractor. Use your
business contacts and networks to narrow the

Budget and
timelines

Onceyou've
selected a
designer, set
budgets and timelines and
schedule regular progress
meetings to make sure the
project stays on track. At the
second meeting the website
designer should provide you
with a design concept includ-
ing an overview of the site's
flow and how the different
parts connect.

search to two or three designers or businesses that have designed proven sites that
work and are producing results. Contact some of the businesses they have worked
with to find out if the designers can produce results on time and on budget.

Look for sites belonging to businesses of a similar size to your own. For example, you
may run asmall business with limited resources. It' s aways instructive to see what
others with similarly limited budgets have been able to achieve.

Speak to the designers to find out if you can work with them on a continuing basis.
Check out their own websites. Are you impressed? Then run through this whole

checklist with them.

Simple, logical and easy to use

Keep the site simple. The site should load
quickly, even on the slowest current modems,
otherwise you'll lose potential customers. Don’t
clutter up the site with flashy effects or fancy
graphics that slow things down. Designers might
be keen to show you all the latest tricks: resist
them unless they will genuinely add value to the
site for your customers and profits for you.

Targeting

Remember
the first rule
of marketing
isto target your
market, so if your web design-
er doesn't start by asking you
about your target market, you
may have the wrong designer.
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Y our basic site might have these familiar

sections: Home Page, About Us, Contact Us, At the
Customer Feedback (or What Customers Say), design
Products and Services. stage
Asyou add more functions to the site, so other It's important

sections will appear, such as Shopping, Articles
of interest, Customer log-in sections, etc.

The site should be simple and logical or intuitive
to navigate. From any ‘page’ you should be able
to get to other sections of the site quickly and

to note that your
later ranking in some search
engines can be influenced by
the way your siteis designed
and the kinds of phrases,

simply. images and even coding used
Think ahead in the construction of the site,
) ) ) so think ahead and get advice
* Design the site from the start for expansion. on this topic at the site design
Although you may wish to begin with asimple stage.

and relatively inexpensive ‘brochure ware' site,
tell the designer that you'll be wanting to add
more functions later, such as an online catalogue and full e-commerce capability so
that customers can order directly from the site. This allows the designer to take these
features into account from the start.

» Ensureyou can update the site your self. If not the whole site, then at least text and
pictures. You don’t want the expense and hassles of approaching an expert frequently
to update prices or add simple images or graphics of hew or atered products and
services. It's much more convenient to be able to do thisin-house and it helps you take
advantage of the Internet’s speed: you'll want to keep things like prices and stock
levels current.

Search engine rankings

For some businesses, especially those wanting to export or attract international

interest, being highly placed in search engine rankings isimportant. This simply means
that if you sell a product, for example hiking or mountai neering backpacks, your
website comes up at the top or near the top of the listings when a prospective customer
types ‘backpacks' or ‘hiking equipment’ into a search engine like Google or Y ahoo.

If you have awebsite, trying to find your site through a search engine can be an
illuminating experience: you might be pleasantly surprised, or very disappointed. The
reality is that people searching the Internet will concentrate on the sites that come up
on the first screen, rather than scrolling through the next thousands of matches to
whatever word or phrase they typed in.
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So for some businessesit’s vital to be in those first 10 or 20 listings that come up. How
to get to the top of search engines and stay there is a specialised topic that’s best |eft to
an expert. There may be dozens, hundreds, thousands or millions of other websites
similar to yours out there. Think of the fattest Y ellow Pages book you’ ve seen
multiplied a thousand times.

All search engines work differently

Some search engines list by popularity of the site, others look for key words or

phrases, others check out your website for its integrity and usefulness (such aslinks to
other sites), while others are starting to demand some kind of payment to be listed. If
your web designer can’t help you, enquire around for examples of sites that have
achieved high ranking and ask the business that owns the site who helped them achieve
this.

A good designer will know how to design your site to get good sear ch engine
rankings (or at least know someone who can). Discuss this with them, and also ask
about the site metrics (measurements such as number of visitors, sales, etc.) they can
provide so you can measure results and improve the return on your investment, aswe' ll
shortly explore.

4. Developing an e-commerce site

The next step is to add more e-commerce functionality to your website by offering
your customers secure online buying. This means posting your catalogue of products
and services on the site and keeping all the details (such as prices and availability) up
to date. Plus you can continue to add specia features, for example, an archive of useful
articles or access for loyal customers viaalogin code to special sections of the
website.

Customer driven

The whole design of your site should be customer-driven—what’ s important is not
what you want, or what looks ‘cool’ to the web designer, but what your customers
want, so ask them! Find out what customers want from your site and then design it so it
delivers these functions. For example, the design should enable customers to get easily
and intuitively to the parts of the website they are most likely to visit.

The visitor arriving at your Home Page should know immediately what business
you’r e in—no guessing!
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Guide them to a decision

If you want visitors to buy from the site, then the site should be designed to guide
visitor s towar ds a buying decision, making it as easy, fast and convenient as possible
for them to do so. For example, too many buying steps and you will lose buyers.

If you're not looking for an immediate sale, but want the potential customer to take
some other action that will lead to alater sale (such as getting in touch with you or
signing up for your newsletter) then the same principle applies. the site visitor should
be guided and prompted through logical and intuitive steps and incentives towards that
action.

Driving business through your website

There’ s only one good reason to spend money on any business project: to make more
money. Now you’ve invested in awebsite, you need to set about getting a good return
from your investment. How do you go about this?

Reduce risk, build credibility

Aswith your other promotions, first work on reducing the risk for your customer in
doing business with you. Every time you reduce risk, you're building your credibility
for visitorsto your site who might be wondering if they should buy or not. For
example:

* Include a Customer Feedback or ‘What Customers Say’ type page of brief quotes,
just as you should in a brochure. If some of the customers are well known (such as
sports people or prominent business people) so much the better.

» Feature Success Stories. Depending on your type of business, you might be able to
feature stories of successful projects or ‘ Case studies'. For instance, if you run a
business helping other businesses install and set up customised accounting software,
you can include a couple of example of businesses that you’ ve helped, and the results
and improvements for their business. Written in the right way, such stories also profile
the other business (include alink to their website if they have one) and they do a
tremendous amount to boost your own credibility.

» Offer money-back guarantees. If you can make the guarantee unconditional, and
personal (perhaps even signed by you) so much the better.

» Offer extravalue. Trawl through competitors’ websites to see what they offer and go
one step better. If they offer delivery in one week, can you cut this down? If they
guarantee products for ayear, can you offer 18 months or two years? And what don’t
they offer? Throw in extras such as free home delivery or installation, free first
consultations, add-ons, bundled goods, etc. People will feel exceptionally well treated
if they get more than the bargain called for.
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* Featurethelogos of well-known brands such as your suppliers or strategic partners
on your site. (Of course get their permission first!) Well-known logos and brands build
confidence in the eyes of prospective customers.

Security of the transaction

People (especidly first-timers) are still a bit nervous about buying online so give them
as much reassurance as possible. Y ou can either design the site so you process the
orders yourself and bank the money, or you can use a payment system such as PayPal
or an online payment service your bank recommends (use search enginesto find more
solutions). There are pros and cons for both courses. The important factor is that your
customers feel secure about shopping with you, so if you handle payments in-house,
display security logos on your site to boost confidence.

Provide incentives to buy online or to contact you

Dell Computersis agood example of a small business started in a modest way by
college student Michael Dell that has grown into a huge company, operating in many
countries and making extensive use of the Internet. Dell isjust one company that offers
price reductions if you order a computer online through their website rather than by
conventional means.

Why would Dell do this?

Because it’s cheaper for Dell than processing an order conventionally. The more
businessis done online, the fewer staff the company needs answering telephones and
faxing or mailing quotes, brochures and information. The customer customises their
own computer online, rather than wading through all the options on a phone with a
service representative. Online orders lower the
cost of doing business for both the supplier and

the customer and speeds up the whole process. So Co anlakeln
it pays Dell to offer an incentive that educates failing
customersto ‘think Internet.’ A common
And there are other benefits. Customers get website trap

trained to visit the website where they see the isthat the siteis
benefits of repeat visits. They get exposed to launched with great excitement
complementary products. They can visit the FAQ and enthusiasm and then is
(Frequently Asked Questions) section, whichisa basically forgotten or taken for
much cheaper option for the company than granted after that. Put someone
employing extra staff to answer the same in charge of keeping it fresh.
guestions time and again over the phone.
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Give people areason to return to your site

Now put yourself in a customer’s shoes. |s there any good reason why people should
return to your site? What real incentives are there to go back again after afirst visit?

If the siteis a static ‘brochure ware' site, then the incentive is practically nil unless the
siteis kept refreshed or the customer has forgotten your contact details or your full
range of products or services. Even worse are those sites customers visit where six
months later a certain potentially interesting section is still ‘under construction.’ If the
site’s owner can't be bothered, why should anyone else care?

Give people reasons to return: the more the better. Depending on the nature of your
business and your site you can encourage repeat visits through some of these methods:

Keep your site fresh

* Regularly refresh your website. The Home Page
should have something different on it—who

wants to revisit the same old page? Annqulnce
. . o specia
» Keep the site up to date with what’ s happening in P
i L . events
your business. A poor websiteisonethat is
Get custom-

treated merely as akind of ‘add-on’ to your ‘real’ ol
business. A good websiteis fully integrated with _ ~ ersusedtovisit-
all your business activities (for example, your ing your site for news. Make a
latest promotions and specials). habit of announcing special

 Brainstorm with your staff new ways of getting SENSETELEN ez s 12

I . ith line. such as Anniversary Sales,
people to do more business with you online Fathers and Mothers' day

Add convenient features promotions, and so on.

Encourage repeat traffic by offering great value
and service. Examples of convenient features include:

» Reminding shoppers of complementary products and services. For instance, if you
buy abook from most of the online bookstores, you'll typically be told about related
books on the topic that other people found valuable. Thisis helpful to the visitor and
will aso help to drive up the average sale on your site. Can you do thisin your
business? For instance, if you sell printers, you could offer specials on cartridge refills
to entice buyers to add afew refills to their order.

 Providing news items on the Home Page that are relevant to the site. For instance, if
you are a mortgage broker, you might feature news items and financial for ecasts that
might affect interest rates or house prices.
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* Providing acurrency converter for international customers to tell them how much it’s
going to cost in their own currency.

 Featuring adistances and time estimator, as atravel agency did on itssite. This
proved to be very popular feature for tourists planning car or motor home travel
between overseas destinations.

What features can you appropriately add to your site? For example, if you're
promoting to the farming community, could you provide weather forecasts or current
market prices for farm produce? If you're afinancia planner, can you add financial
forecasts, stock market reports, etc.? Your aimis for people to bookmark your site as a
favourite.

Customise the visit

A website allows inter activity, so make use of it! For example, use short questions
with tick boxes to encourage your visitorsto tell you more about what they want and
their specific needs. The more you understand your customers, the better you can adapt
your website to serve them.

Encourage your visitors to customise their experience of the site. For example, if they
are predominantly interested in the catal ogue section, offer them the choice of going
straight to this section on their next visit instead of having to navigate there from the
Home Page.

Another example: if you refer in an email communication or newsletter to a certain
article of special interest on the website, provide a‘deep link’ to the particular page on
your website rather than just the website link. Clicking on the deep link enables them
to go straight to the relevant page rather than having to navigate there from the Home
Page. Customising therefore offers a better, quicker serviceto the visitor,
encouraging repeat visits and favourable reports on the site to others.

Major online retailers like Amazon use powerful software to customise their websites
for visitors. Y ou may not be able to afford the same level of customisation, but there's
often asimple way of adding value for your visitors. For example, a few short
guestions about what kind of information they would like will enable you to send
appropriate follow-up emails or targeted email newsletters that add value and
encourage an on-going relationship.

Make your site a resource

Another way to encourage repeat traffic isto make your site a useful resource.
For example:

* If, aswe'll shortly recommend, you start an email newsletter, you can archive the
articles, tips and ideas from each newsletter on the site under a‘ Useful articles' site.
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* Link to other sitesif these provide complementary resources that your site doesn’t. For
instance, if customers want a book on atopic you don't sell, link through to an online

bookselling site.

» Many such sites offer partnership or affiliate type arrangements whereby commissions
are paid to other sites for click-throughs that bring them business. Put simply, if the
customer buys a product on another site after linking through to the site from your own

site, you should get acommission.

(But be careful here: this might indeed be an added service for your visitors, but once

they leave your site, will they return?)

Add an FAQ section

Just about every website can benefit from a Frequently Asked Questions section. This

serves three useful purposes:

1. It again reduces risk and builds credibility. Many potential customers who might have
concerns about using or installing or getting good value out of your products or
services will read through the FAQ to get an idea of your products and services, how
easy and effective they are to use, and what value they are likely to provide.

2. It encourages your customersto visit your site again to find answers or solve problems

and thus promotes the site as a valuable resource.

3. It saves you time and money. Instead of customers taking up your time or an employee's
time on the phone and asking the same type of questions, you can deal with many of
the issues through the FAQ section. Y ou can explain or resolve all sorts of issues and
of course make up some of the questions yourself to cover issuesin away that reduces

risk in the eyes of a buyer.

Promote customer loyalty privileges

Other convenient features include automatically
letting customers know viaemail (if they choose
this option) of new stock coming in, specials of
products they’ve indicated an interest in,
upcoming sales, close-outs (reduced prices on
discontinued products). On your Home Page
point out the advantages and privileges of
becoming a customer and signing up for your free
newsletter. Another incentive could be free entry
to competitions.

Aswith all
your other
marketing,
use your own
resources and

ideas first before
you spend money on advertis-
ing your site online or trying
things like banner ads.
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Promote your site offline

Once you' ve invested in your website it obviously pays you to promote it aswidely as
possible. So remember to include your website address:

e On all your stationery, flyers, brochures and business cards.

* Inal adverts and promotions. Y ou can encourage visits to the site by saying things like
‘ Specials posted on our site every Friday!’

« If your siteis new, then promote it through all your communications. For example, add
anote to invoices and statements. Add afooter at the bottom of your emails saying
‘Visit our new website at www.(address) for special site opening deals, useful
articles...” and list al the other reasons a visit would be worthwhile.

Permission marketing through newsletters

For many businesses one of the best ways to promote your site and online trading or
the enquiries that will lead to salesisthrough a database of customers and visitors
to your site. If you don’t have a customer database, start building one now! Your aimis
to ‘capture’ as many visitorsto your site as possible, by making it into the kind of
attractive resource we' ve discussed.

One of the best ways to capture visitorsisto get them to sign up for afree newsletter.
Do this on your Home Page (and at other appropriate places on your site), with a
prominent notice along the lines of:: * Sign up for our FREE newsletters and receive...’

Incentives for signing up could include:
* A free newsletter that will add value to their businesses or lives.

e Accessto ‘premium content’ areas of your website. For example, casual visitors to
your site can access some of the articles, but not others. Or they can read an article up
to acertain point (a‘teaser’ section), after which a notice tells them they need to
register (at no charge) to continue reading.

* Regular quality articles on topics of value to them.

A free special report or e-booklet on atopic of interest (these are easy to producein
Word or PDF format).

» Free membership to a‘club’ for selected interests. For instance, if you are a financial
adviser, this could be stock market or investing tips. If you sell wines, it could be
specia invitations to wine tastings, if you sell to industry it could be membership of a
news group or discussion forum on industry topics and challenges, if you are aretailer
it might be advance invitations to special sales and events, and so on.
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Provide reassurance

One of the big stumbling blocks for people tempted to sign up for afree newsletter is
the fear that if they give you their details, you will on-sell thisinformation to others
and they risk getting deluged by spam (unsolicited sales emails).

To reduce their sense of exposure in giving your their details and counter this fear, you
should prominently state your policy, for example: ‘We hate spam as much as you do
and give you our assurance and guarantee that we will NEVER sell or disclose your
details to third parties. Also, we will only contact you when we have something of
value or interest to you. Y ou may unsubscribe at any time from our newsletter.’

Developing a long-term relationship

Once potential customers have opted in to the newsletter, you have their permission to
contact them and a chance to build along-term relationship with them. Here are some
tipsto achieve this:

* Never abuse this permission by an over-eagerness to get sales. Think long-term
relationship (lifetime value) rather than short-term gain. Your aim is to turn them into
enthusiastic advocates for your business so they refer othersto you.

 Think carefully about how often you contact them: too often and they might get
irritated and unsubscribe, too seldom and the relationship gets forgotten. The timing of
emails will depend upon your business—a good ruleisto keep in contact at |east
every 90 days—in other words, four times ayear minimum.

e Your aimisto get them to look forward to your newsletters, rather than click on the
Delete button. They are more likely to do this if the newsletter gives them something
of value. For example, some information or an article that adds value to their business
or enjoyment and interest to their day.

* |f they enjoy your newsletters you can encourage them to forward the newsletter to
others, thereby building your database.

» Anenticing subject lineisvital. When you get emails, you typically see just the
sender and the subject line. So the subject line is what will persuade them the email is
worth reading. Make the subject intriguing if you can, but don’t oversell. Nothing will
turn readers off quicker than if you make a promise: ‘How to make a million’ in the
title that the rest of the newsletter doesn’t support. Especially don’t copy subject lines
in spam emails: thisis the quickest way to lose readers!

» Keep the selling discreet and low-key. Y ou don’t want your readers to associate the
newsletter with ‘here’ s another pushy sales message’

» Use short paragraphs and sentences to increase readability.

If you include an article, print just the first few lines (the teaser), then provide a Read
on type link to the full article which you should post on your website (the article
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belongs there anyway in the Resources or Articles of Interest archive). There are three
bonuses here:

* It keeps the newsletter much shorter and thus more readable.
* You get readers to visit your website.
* You can fully format the article and include images and photos as well as text.

Remember to provide a deep link to the article (alink that takes you straight to the
article itself) rather than making readers navigate there from your Home Page.

Measure to improve!

Finally, to make sure you' re getting a good return on your Internet investment you
must monitor the results. Y our web designer and /or your web hosting company should
be able to provide you with site metrics (measurements). Y ou can then use some ratios
to assess:

* How many visits each month to the website.
» What were the favourite pages.
* How many visits converted to sales.

For example, some of the ratios might be:

Sales per visit: The average sales amount per month divided by the average number of
unique home page views per month.

Sales conversion rate: The average number of orders per month divided by the
average number of unique home page views per month.

Cost per order: Your average monthly Internet budget (marketing plus hosting costs
plus development costs) divided by the average number of orders per month.

Y ou might also be interested in the number of people who have signed up for the
newsletter each month or the number of site visitors who came from other sites through
referrals or reciprocal links.

Making improvements
The measurements will help you to improve the website. For example:
 Improving the hit rate on certain sections of the website.
* Increasing the conversion rate of visits to enquiries or sales.
» Getting more visitorsto sign up for the free newsl etter.
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Set online business targets

As with other marketing activities, set marketing goals for your online business. For
example, the goal might be to increase this year’s online sales from 10% of total sales
to 18%. Aswith all goals, draw up a plan of how you' re going to achieve this, who has
responsibility for each task and when the tasks will be actioned. For instance:

 Offer specia incentivesin June and July for orders placed through the website
(discounts or free e-booklets).

» Promote the website in March advertising.

 Build more traffic through the newsletter, by offering e-booklets, special gifts, free
competitions, and so on.

5. Developing an e-business

The fifth step in climbing the Internet staircase is transforming your businessinto a
true e-business.

This means using the Internet as much as possible for ordering goods, invoicing and
payments, banking and submitting tax returns electronically, letting your suppliers
view your real time stock levels (and vice versa) and so on.

Beyond this, there's agreat deal of business you can do through the Internet.

For example, you could have a special 1og-in page where suppliers can check your
real-time stock levelsto see when you'll be wanting fresh stock. Or you can go beyond
this and automate the process. For example, retailers can be permanently connected to
their supplier through the Net, so that when stock falls below predetermined levels the
supplier automatically ships replacements.

Thislevel of Internet integration through your supply chain, your customers and for
compliance and banking is known as e-business, alevel beyond just online transactions
(e-commerce). Soon this way will be standard for almost all businesses: it’s essentially
aquestion of using the Internet to do business tasks more efficiently and faster.

Valuing your digital assets

E-businessin its fullest sense also extends to recognising your digital assets and how
they add value to your business. A simple example would be your customer databases.
Others would include template letters and other documents (such as brochures and
flyers) stored electronically that you can use repeatedly to market your business.
Recognising, valuing and protecting your digital assets (for example through off-site

storage, password access and firewalls) is asign that you' re reaching the level of
e-business thinking in your business.
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What you’ve gained from this chapter
v" The Internet offers exciting marketing opportunities for your business and more
are emerging.
v' Don't shut yourself off from new technology: it's important to participate in the
age in which welive.
¥v" The more you learn about the Internet, the more opportunities you are likely to see.

v Your Internet strategy should be part of, and fully integrated with, your
marketing and promotion plans.

v You can build your Internet knowledge and confidence one step at atime.
v First lower your costs and speed up your business by making full use of email.

v" Then learn to surf the Internet effectively for market research, new products and
services, and to find out what your competitors are doing.

v’ Creating even a simple brochure ware website allows you to offer a better
service to your customers and to market your business far more widely.

v' Make your site simple and convenient to use. It should be absolutely clear to
visitors what business you'rein.

v' Use professionals to design a customer-targeted and customer-driven site.

v" The next step is to add some e-commerce functionality, particularly online
shopping.

v Provide incentives for people to do business online, to keep on visiting your site
and to refer your site to others.

v Do everything you can to make the site useful, to build your credibility and to
reduce the risk for the customer.

v Publicise the site as widely as you can both online and offline.

v Brainstorm with staff ways of increasing your Internet business.

v Concentrate on developing long-term rel ationships with your customers through
permission marketing.

v" Measure the results and set goals for increasing your online business to get a
good return from your Internet investment.

Action steps

Create an action list for the ideas from this chapter you want to implement, assign
responsihility for each task, and a budget if necessary.

Do thisNOW or it will never get done!
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Conclusion: Yes, you can!

Y es, we face tough times, but Kiwis have a history of being tough and smart when
faced with adversity, and of overcoming challenges.

Smart marketing is your survival key

Getting your business through tough times means being more creative than your
competitors. Here are our closing recommendations:

e Trawl through this book again and list the best ideas for your business. Then rank
these in order of priority.

» Consider implementing the low or no cost ideas first. Credit may be tight, but many
of the ideas in this book cost very little. They are just waiting for you to action them.
Sometimes all that’s required to produce better resultsis a change in attitude
(asin the case of customer service). Smarter use of technology can be another quick
gain.

» Love your customers. Stay in touch and keep building relationships because they are
the key to continued sales revenues and to getting more customers.

» Make sure you can compete on far more than just price, becauseif you compete on
price alone you are in avery vulnerable position.

» Becresative in developing your competitive advantage. Look for new points of
difference you can promote to customers. How can you make your business
indispensable?

Stay positive

Finally, avoid letting dismal news in the media affect your attitude. Downturns do
bring opportunities (such as less competition) so focus on identifying the opportunities
that will present themselves.

Remember also that business cycles continue, and that slumps are followed by
upswings. Y our reward in surviving the current downturn will be knowing that
you've developed a strong, sustainable business that poised to take advantage of
better business conditions.

‘Yes, we can’ isthe confident phrase that got President Obama into the Oval Office.
‘Yes, you can’ shows our confidence that you can succeed.
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Resources

www.business.govt.nz

Make business.govt.nz your portal for the latest news, developments, links to other
Government websites and resources and tools to help you grow your business.
Consider subscribing to the Business news feeds to keep you up-to-date with tax
and other changes, and the latest business information.

www.nzte.govt.nz

The New Zealand Trade and Enterprise website provides details of:
* Business Mentoring: one-on-one support from real business people

e Enterprise Training: workshops and seminars fully funded by NZTE and
delivered by specialist training providers throughout New Zealand.

e Escalator: aservice to help you raise equity funding for your business
e E-business Guide: improve your company’s e-business capability

e Business Clusters: details of groups of companies that collaborate to grow their
businesses

e Business | ncubators: facilities that assist new businesses to become established

» Enterprise Development Grants: latest new on Government funding programmes
for businesses

e Export Services: arange of resources to help you export your products or services.

Business books

We hope you have enjoyed this e-book. Our books are designed to be practical
and reader-friendly with a specific New Zealand focus. Find details of more useful
WorkSmart business books like this one at www.worksmart.co.nz or email
books@worksmart.co.nz to get early advice of new books we plan to release.

WorkSmart books are an imprint of Enterprise Publications Ltd

All rights reserved. This e-book is copyright. No part may be copied, forwarded or reproduced
by any process without written permission. Inquiries should be addressed to the Publishers.

Every effort has been made to ensure that this book is free from error or omission. However,
the information is of a general nature and should be used as a guide only. The Publisher and
authors disclaim any liabilities, inaccuracies or omissions found in this publication. Remember
that laws and statutes relating to business change. Always get current legal, accounting or
management advice before you makeimportant business decisions.
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