“This is the small business bible all business owners should worship! This book
will make the business road less bumpy ... a must read for every business owner
or anyone thinking of starting their own business.”

Terri Cooper, Director, Terri Cooper Networking

“Clear, concise and thorough. A ‘must-have’ for any small business owner
looking to get a grip on marketing.”

Robert Gerrish, co-author, Flying Solo - How to go it alone in business

“A powerful and insightful guide to successfully marketing a small business.

A great and inspirational read for any business owner asking more not only
from themselves but their business too.”
Ben Angel, Nationwide Networking

“...an easy read and very comprehensive regarding the various marketing systems that
can help us improve our business. The book provides some brilliant ideas to develop
your business and opens up your mind regarding branding, image, creative advertising
and sales... for all business owners who are serious about growing their business.”

Peter Moyle, Integrated Financial

“This book is a fabulous opportunity for small business to take advantage of the
proven sales and marketing strategies big business uses. Simple to implement
skills for any business.”
Helen Robinett, author of Apprentice to Business Ace your inside-out guide
to personal branding.

“This book has become the marketing text for both our students, and our business
advisors at Box Hill Institute NEIS program, The Small Medium Enterprise Specialist

Centre, and the Box Hill Institutes Business Enterprise Centre. The book provides
‘Bigger Opportunities” for the business owner who follows through with these
strategies.”
Len Alabaster, NEIS Facilitator
“I've read some excellent books on business growth over the last 12 months
and would have to put Small Business, Big Opportunity up there with the best.
The book combines invaluable advice with business ‘street smarts’.
Jase Watson, tomatosource.com.au

“This book is a must read for anyone thinking of starting a business and a bible for those
already in business. It is a resource and reference text for my business facilitators and
is used in all our training programs. The content is in tune with today’s business needs

and draws on best business practice.”

David Baumgarten, CEO Eastern Suburbs and Clearly Business Enterprise Centres -

Sydney

Message from Mr Bruce Akhurst,

Sensis Chief Executive Officer
Welcome to the updated edition of Sensis’ exciting publication,
Small Business, Big Opportunity: Winning the right customers through

smart marketing and advertising.

When we set out to write Small Business, Big Opportunity two years ago there
were 1.3 million businesses in Australia. Today there are more than 2 million!

The world of marketing and advertising has changed rapidly in that time.
While the marketing and advertising disciplines are connected, the way people
are using them is changing and it can be a tough job keeping up. The younger
generations are multi-tasking more than any before them, businesses are
spending more on internet advertising than radio and subscription television
continues to grow at a rate of knots. Outdoor advertising is becoming more
interactive and directories are proving to be the most accountable form
of advertising.

Sensis’ heartland is marketing and advertising so what better way to
contribute to the small business community than to share our insights and
experiences. Our aim is to help you grow and strengthen your business.

I'am really proud that we have distributed 100,000 copies of the first edition
of Small Business, Big Opportunity to date! We have received some wonderful
feedback from small business owners, aspiring entrepreneurs and industry
heavyweights alike.

This feedback and some updated information have been incorporated
into this latest edition. I hope you find the update helpful in building
your business.

You'll also find we have some fantastic case studies and articles about small
business’ marketing and advertising endeavours at smallbusiness.sensis.com.
au. We plan to regularly enhance the site so you too can share your views
and contribute your ideas. I hope it continues to be a handy resource to
complement this book.

On behalf of Sensis, I trust you find this book a useful tool. I wish you every
success in your business.

Kind regards

(@Mw ,ﬂ(k[\ws{/

Bruce Akhurst
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Marketing and advertising are two of the most significant areas to impact the
success of any small business.

In writing the first edition of this book, Sensis consulted with Rob
Hartnett, an author, speaker and marketing coach who has, with his business
partners, assisted hundreds of business owners to improve their business
success through better marketing and sales strategies.

The feedback we received from the first edition was overwhelmingly
positive and we look forward to more of the same from this edition.

While the content remains largely untouched, we have tried to elaborate
in areas where people have asked for more information. Requests for
information on topics such as online, mobile and search engine marketing
are perhaps not surprising given the speed of change and development in
these relatively new channels for advertising and marketing.

We were also asked for more information on how to make your dollars
work harder in directory advertising — a subject we have worked really hard
to help you understand, and one which is perhaps the most accountable of
advertising approaches thanks to research and measurement we have put in
place for our advertisers.

We would like to thank Rob for his advice and input in the first edition
without which there wouldn’t be a second edition, and the many small
business owners he has worked with across Australia who have helped him
learn lessons which we hope, in turn, will help you.

So no matter whether you want to grow a business, grow profits or just grow
your leisure time, marketing can help you get there. It is Sensis’ hope that this
book and the soon-to-be enhanced website smallbusiness.sensis.com.au can
help you reach your goals and aspirations faster.

Karina Keisler
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Foreword

Ever thought you should do more marketing for your business? Not sure
you have the time or the money? How do you think your business would
survive without customers?

Marketing is about attracting new customers and keeping the ones you
have. Shouldn’t that be high on your priority list? A lot of small businesses
shy away from marketing because they feel it is the domain of big business,
with well-staffed marketing divisions and large budgets. Or they see
marketing only as flashy advertising.

We hope this book dispels many of these myths and shows you how
marketing contributes to the bottom line. Throughout the book, we have
provided you with insights into the many ways marketing can positively
impact your business. You will also find plenty of marketing ideas that are
cost effective and designed specifically to get results for small businesses.

The best way to use this book is to read it from start to finish. We start by
introducing some marketing issues which relate to most small businesses.
Then we explore some of the specific areas of marketing your business
might use to attract and keep customers.

There is a glossary of common marketing terms you can refer to while
reading, as well as a resource guide with suggestions for further reading
and a complementary website smallbusiness.sensis.com.au which provides
access to a range of recent case studies and articles to help further.

Happy reading!

“l have had my ups and downs like
anyone else - more ups than downs
so far. But | just work hard at what
| do and | love what | do.”

Jerry Bruckheimer, Hollywood producer

Small business in Australia

tarting and managing your own business is a major step. It has never

been easy, and never will be. However, there is nothing as rewarding
as building a successful business. In a population of a little more than 20
million people, there are more than 2 million Australian businesses. Often
considered the backbone of the Australian economy, small businesses play
a vital role in Australia becoming a more entrepreneurial and proactive
nation, one that generates great ideas and, most importantly, has the
support and knowledge to bring them to life. While some small business

owners may complain about lack of time, how hard it can be generating
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business, unfair laws and completing their Business Activity Statements
(BAS), would any of them swap their lot for a fulltime position in a large
company? No way!

According to the Australian Bureau of Statistics (ABS), there are
2,011,770 small and medium businesses in Australia. Of these, 839,938
employ staff. The following diagram illustrates the breakdown of

employees.
Total businesses
2,011,770
Employing
839,938
|
| | |
1-4 employees 5-19 employees 20+ employees
527,445 228,313 84,180

Ross Cameron, of Cameron Research Group, found some common
characteristics in the small business sector:

* 50% of businesses don’t employ and don’t want to

e A further 32% employ fewer than 5 people

* 58% of owners don’t have a business plan

® 83% of owners don’t have a business degree

® One third have owned a previous business.

Furthermore, there appeared to be a large number of small business
owners who were not interested in growing. It is possible this is because
many small business owners don’t know how to grow. If they did know
how to grow, and were mentored on how growing their business could
get them to reach their aspirations faster, would they perhaps be more

interested?

Home-based business

The more surprising research less often quoted is the number of home-
based businesses, or small office/home offices (SOHOs), we have in

Australia. According to the ABS, 67% of all small businesses in Australia

are home-based businesses. That’s around 856,000 businesses. The
biggest growth is in new businesses operating for less than one year.
What is also interesting is the number of home-based businesses that are

employing people:

® 69% are non-employing
* 28% employ 1-4 people
* 3% employ 5-19 people.

This activity in the suburbs has not been lost on Australia’s property
developers, who are adding a dedicated study to their house and
apartment designs.

An increase in the number of home-based businesses is also important
for the Australian economy. This is because as home-based businesses
move out of the home, they are likely to start employing more people and
making more money.

According to the ABS, 70% of all home-based businesses are male-
operated, and 30% of these men are born overseas. This is a similar
make-up to small businesses in general. The home-based business market
is, in many cases, where great businesses start and is perhaps the most
exciting area of small business. It is the birth of innovation, the start of a
potentially amazing future. Consider some of the great global businesses

that started in a home or garage:

e Apple

e Hewlett-Packard
e Virgin

¢ Lonely Planet

¢ DBillabong.

Interestingly, the United States market has a similar home-based market
share to Australia. The United States market is, however, more developed
in terms of the contribution to the United States economy. In his book
The Next Millionaires, Paul Zane Pilzer points out that a staggering one in
eight United States households runs a business, which equals a total of
50% of all small businesses. To top it off, they generate a staggering 10%

of the entire United States Economic Receipts.
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Medium business

Medium business owners (MBOs) are different to small business owners

(SBOs) in many ways. In most cases, medium business operators:

* Have a formal education

* Have in-house expertise (for non-core activities such as accounting
and marketing)

e Have business builder attitude

* Are likely to seek advice

* Have developed a business plan.

MBOs are often more commercially focussed than small business
owners. They tend to focus on generating maximum business returns
compared to SBOs, who commonly focus on issues relating to their
lifestyle and generating sufficient, rather than maximum, returns.

In assessing their ‘success’, MBOs consider lifestyle, balance, flexibility,
empowerment, choices, and creating a ‘self-sufficient’ business (e.g. one
that’s not dependent on the business owner directly). As a rule, MBOs
have a clear business strategy, and have devoted considerable resource
and effort to developing their strategy. Many business owners view the

development of their business strategy as one of their primary roles.

Franchising

Franchising is going through a major growth phase in Australia. IBIS
World believes that by 2060, more than 60% of Australian businesses will
run a franchise model. Let’s consider the franchise market in Australia

as it currently stands:

e  $128 billion turnover

e  More than 14% of Australia’s GDP
* 12% growth per annum

e 60,000 franchised businesses

* 600,000 employees

¢ Low level of disputes.

While this last point is interesting, it should be noted, that franchising is
not all a bed of roses. There have been disputes between franchisors and
franchisees, and there are likely to be more in the future. To help alleviate
this, the Australian Competition and Consumer Commission(ACCC)
has set up a franchising section, and the Franchise Council of Australia
(FCA) is developing a number of accreditation and education programs
to better assist this vibrant and exciting sector of the business world.

A snapshot of the better-performing franchisees in Australia, as

provided by consulting group DC Strategy, suggests they:

e Expecta return on investment >25%

e Are prepared to work hard

e Have savvy advisers

e Compare established with new systems

® Join a franchise to succeed

e  Want standards maintained or increased
e  Want to see network growth

* Move to multiple outlet ownership.

In terms of future outlook, we are likely to see a similar scenario as
in the United States, where there has been some consolidation of late
with regard to large franchisors. The following factors have driven

consolidation in the United States:

® Increasingly competitive market
e Kconomies of scale
¢ [Established franchise systems looking for new opportunities

e Interest by large corporations and venture capitalists.

Bearing in mind Australia has four times more franchisees per head than
the United States, some consolidation is likely to occur in Australia also.

This book also has some important lessons to share with franchisees.
Too many people take on a franchise and expect their marketing
contribution to the franchisor to deliver all the business and clientele they
will ever need. This is simply not true. Franchisees need to understand

marketing and advertising, know how to leverage the brand awareness
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they have, and be able to turn this into successful marketing, at least at a

local level.

Small business success

So what does it take to be successful in small business? Before answering
this question, here are some questions which might assist with the

solution.

Question one
Q: Why are you in business?
A: To make a profit.

If you don’t make a profit you are a charity, not a business.

Question two
Q: What business are you in?
A: The selling business. The products may be different, but everyone

in business is selling something to someone.

Question three

Q: How much are you selling your life for right now?

A:  (Your weekly income/profit divided by the number of hours you
work per week.)

So, back to the original question: what does it take to be successful in
small business?

Successful small business owners realise they are in business to make a
profit and unless they make a profit, they don’t grow. Small business can
be mentally and physically exhausting, and many business owners say they
don’t own a business, it owns them. Successful business owners know what
they do well and surround themselves with the right people to ensure
questions one and two are covered. In doing so, they are rewarded by a
healthy response to question three.

Your business success is dependent on four primary factors:

Your available market
Your ability to create selling opportunities from that market

Your — and your staff’s — business, sales and marketing skill

o0 o=

Your ability to contain costs and increase margins.

The big issues

Business owners often complain about the ‘big issues’ they face. These

issues include:

® Lack of capital

e Lack of time

¢ Difficulties in finding the right staff
* Government regulations.

Let’s address each of these issues briefly.

Lack of capital

Atpresentin Australia there appears to be a vast amount of money looking
for the right investment. If you have a good idea, a sound business plan
and stable management, then lack of funds should not hold you back.

In fact the banks seem to have realised that the small business market
is where the action is and are very keen to develop this sector. Don’t be
dismayed if a bank has rejected you - if you have a good idea, a sound
business plan and stable management, other banks may still be willing to

give you a loan.

Lack of time

This is a valid issue for some, but does not appear to be an issue for those
succeeding, and there are some good reasons why.

One time-robber is inefficient systems, which we will discuss in chapter
4. Next up, there is time management. No one can ‘manage time’ except,
apparently, commercial aeroplane pilots, who seem to be able to make up
time when they need to! But you can manage yourself better and learn
to make the most effective use of time. Managing yourself is all about
priorities. Getting your priorities right can literally mean the difference
between rags and riches.

Think of a business with a number of directors who all work in the
business and have done so for many years. They might all be busy, but
want to build the business while working less, not more. To manage this,

they might introduce a rostered day per week where one of the directors
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focuses on relationship building, business development and networking.
This single day in the diary might be a major step in behavioural change
but is potentially much more important than taking on work another staff
member could do with some training.

Managing yourself and your time is, in many cases, saying no to more
things than you say yes to. Actor Tom Hanks said in a 2001 interview with
the Guardian: “I think that’s the only way we really get to define ourselves
— not so much by what we say yes to, as what we say no to.”

People are most productive when they have a big goal which symbolises
pleasure. Consider how productive you are the day before you go on a
holiday (or for those small business owners who have not had a holiday
in a while, think back to your days as an employee). How organised and
productive were you that day? Why? Because you were motivated, that’s
why. Motivation to reach a big juicy goal that represents pleasure will take
care of time management issues every time.

Finally, look at your own time management as you would investment.
Instead of return on investment (ROI), think in terms of return on
minutes (ROM) for any activity you are doing or being asked to do.

So stop leaping into the next thing. Leap into the right thing and say

no more often!

Difficulties finding the right staff

This is a major issue for many Australian businesses, not just small business.
The key issue is that small business owners tend to win new business
and then start looking for the right staff. Instead, you should always
keep a watching brief for the right people, not only from a credentials
perspective but, most importantly, for cultural fit. Small business owners
should also consider hiring part-time or temporary resources as and when

they need them, as an alternative to full-time employees.

Government regulations and the law

There are some things you can control and others you cannot.
All business owners should draw up a list of their issues and divide them

into three:

1. Things you can do something about
2. Things that someone you know can do something about
3. Things that are totally beyond your control.

Government regulations and compliance fall into category three. They
are not going away, so you need to deal with them. Sometimes the best
solution may be to hire someone else who can deal with them. This is an
important point. The Australian Taxation Office (ATO) has so many BAS
payments and other compliance-related payments outstanding from small
business owners, it is now seeking the help of debt collectors. Don’t wait
for them to knock on your door. Get your house in order so you can focus

on developing your business.

The real causes of business failure

Major business problems are usually the result of underlying smaller
problems. The underlying smaller problem is often one, or a combination,

of the following:

* No business structure in place

® No achievable dividend (profit) objective

® No sales and marketing systems or procedures for achieving the
dividend objective

* Running the business tactically, not strategically

e Working in the business, not on the business

* No staff training program in place.

Alot of the issues above can result from the type of business owner you
are, and what stage you are up to with your business.

Let’s take a look at the main types of business owners.

Business owner types
Michael Gerber, author of books such as The E-Myth and E-Myth Mastery,

says there are essentially three types of business owner, regardless of
whether they are a sole trader, a franchisee or the owner of numerous

outlets.
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These three are:

e The Technician
e The Manager

¢ The Entrepreneur.

The Technician

The Technician typically has a passion, hobby or interest which they
turn into a business. They are the reluctant business owner. They would
prefer to tinker away at what they enjoy, but know they need to ensure
their hobby is turning a profit. For example, most people who work with
automobiles have a passion for cars and engines. They may have started
up when they realised they could make money out of something they
really liked doing.

Musician Ben Lee was once asked about his favourite time. He said,
“It was when I realised I could make a living of this music thing.” A true
Technician.

Technicians tend to love their product or service, and really like to
demonstrate their expertise and knowledge. They are hands-on people who
live in the present and like to get the job done with as few interruptions as
possible. When starting out, Technicians typically have limited customer
service skills, a vague, or no, concept of sales and marketing, and survive
on word-of-mouth reputation for customers. This can serve them well for
many years, until their contacts move on or someone else comes along
with a better solution. Many set up their business close to home rather
than close to their target market. Technicians tend to run into trouble
when they come to sell their business, as the entire value of the business
is centred on them. Technicians also have a habit of naming the business
after themselves, which makes sense when they have a word-of-mouth

sales model, but can become an issue when they decide to sell.

The Manager

There are two types of Manager. First there is the freedom seeker.

The freedom seeker typically has come from a corporate background
and has decided to work for themselves rather than someone else.

They are tired of endless meetings, interstate and overseas travel,
conferences and office politics. They have left the corporate world of their
own choice and now want a different life.

The second type is the corporate castaway. They have been given the
ultimate in salary sacrifice...retrenchment. Rather than try their luck
back in the corporate world, they decide to take control of their destiny.
Who can blame them?

Both types of Manager bring the process and management thinking of
the large business to their new business.

Managers are pragmatic. They bring order and put good systems
in place, often at the expense of building sales or capitalising on
opportunities. The Manager has, in most cases, bought themselves a job,
not a business. They see the business providing the freedom of a business
owner, but they have the procedures and processes of a larger business.
They tend to be more focused on systems, procedures and building
the business through a long-term conservative growth strategy. Many
Managers buy franchises. Managers rarely start their own business from
scratch and, like many, struggle with sales and marketing. If they have
come from a corporate background, they may not have ever been exposed
to sales and marketing. If they were, they always had the corporate
infrastructure and their base salary to rely upon. Many franchisors from
a corporate background expect merely to read all the manuals and open

the door for the customers to start coming in.

The Entrepreneur

Most often, it is not a lack of marketplace opportunity, but a lack of
system, method and developed skills (habits) holding a business back. It is
in this primary area that entrepreneurs have a different philosophy than

self-employed business owners. Many business owners get caught up in
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the business while Entrepreneurs develop systems and people so they can
focus on building the value of the business. Entrepreneurs use systems
day-in, day-out, in business and out of business, and they set them up at
the start.

Why? Because they expect to be successful.

Entrepreneurs are passionate aboutbuilding and growing their business.
They are typically dreamers who focus on the future and are always full
of optimism. They will take risks. They are interested in opportunities
for growth and need to see return on investment. Entrepreneurs respect
experience and acknowledge that people who are experts in their field
can add value. Unlike the Technician, they are not interested in how
much the experts know about their products, they are more interested
in how much they can assist in growing their business. Entrepreneurial
thinking is a lifestyle. It is a choice. Entrepreneurs are not born, they are
made — and they study at it and work at it. They start with an idea or they
see an idea that may work in a different environment. So they innovate.
Then they put a set of numbers, or key performance indicators, in place
to measure if the idea has potential and, if so, how much. Finally, they
optimise the results. They change what is not working and enhance what
is working. They don’t give up; they find a way to achieve their vision.

There is a sub-group here, too: the entrepreneurial apprentice. They are
Entrepreneurs-in-training and typically work in a large organisation while
running a business on the side. They do this until they are ready to leave
their corporate job and focus solely on their own business. These people
are not Technicians; they invest to make money, not for a hobby. They use
their corporate job as a source of funds to drive the business and as their
training ground. Here they can learn about leadership, sales, marketing

and process before they finally cast away from the ‘mothership.’

Business owners can change over time

As a business owner gains experience, they often change roles. And as a
business grows it is likely to need all three roles at different times.
The Technician is needed to deliver the products and services, the

Manager is needed to ensure proper systems are in place to keep the

business running profitably, and the Entrepreneur is needed again as
the business matures, to look at acquisitions, exit plans or further growth
opportunities. When starting a business, even the Entrepreneur must
become a Technician simply to get the job done. They also need to be a
Manager at times, to ensure the systems and processes are put in place to

enable them to quantify the results.
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“Business people think about growing
a business. Self-employed work to
meet living expenses.”

Wendy Coombe, chief executive officer,
Business Advisory Services

The entrepreneurial approach

Three elements of entrepreneurial attitude

There are three key elements to behavioural change:

1. Language
2. Physiology
3. Beliefs.

It is important to understand entrepreneurs are not born, they are
made. And many of them are made through modelling themselves on

others. Change can occur more quickly if you know where to make the

changes. One of the key differences between entrepreneurs, or business
builders, and business owners is their attitude. We need to start thinking
like a business person and stop thinking like a self-employed person. For
most, this thinking does not occur naturally.

In their book Hard Drive, James Wallace and Jim Erickson tell of such
an epiphany occurring to Bill Gates in the early days of Microsoft. Bill was
offered a handsome sum of money for his business by Ross Perot of EDS. At
the eleventh hour Bill Gates declined the offer. Gates started thinking like
a business person and realised sticking to his dream of building a business

was the better way forward.

Language

Physiology Beliefs

Language

Entrepreneurs use the language of positive expectation. They believe they
cannot lose. Don’t confuse this expectation of success with arrogance.
It is not.

They use positive words and see everything as moving forward. They use
words of encouragement. They use words that empower them and inspire
others. They are charismatic and communicate well with others.

Consider what affect a property developer’s response might have if, when
questioned about his latest resort development, he said: “It is going very
well; in fact, I believe we only have two apartments left and hope to have

them sold very soon.” Now consider the affect his response would have if
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he said: “We haven’t had much interest, we are behind target financially
and it does not look like we are going to sell the last two in the planned
timeframe.” Be honest, but be positive about it, the person asking is a
potential customer and being negative will not make them a customer! If
you talk about success and positive outcomes, often other people will pick
up on your positive vibe and want to share it. On the contrary, if you are
negative you are less likely to engage people’s interest. Don’t underestimate

the power of language.

Physiology

Entrepreneurs have a certain physiology about them. Next time you
watch an interview with an entrepreneur such as Dick Smith, Sir Richard
Branson (Virgin), Janine Allis (Boost Juice) or Mark Burnett (Survivor),
notice the way they talk, sit and walk. You will notice them smiling, leaning
forward and talking quickly when it comes to describing their latest
passion and business idea. They are excited and driven because they have
visualised their success in their mind already and now they just want to get
on with it.

Physiology plays a dominant role in communication. Professor Albert
Mehrabian developed the concept — which has since been the subject of
numerous studies — that communication is made up of three areas: words,

tone and CXpI'CSSiOH .

® 7% of meaning is in the words that are spoken
* 38% of meaning is in the tone (the way the words are said)

® 55% of meaning is in the facial expression/body language.

The way you act, stand, your facial expression, your smile, all says a lot
before you utter a single word. If you have ever had a stranger smile at you
and then speak to you in a different language, you will understand the

truth of this concept.

Beliefs

Entrepreneurs have a strong belief in their own ability to win. They

are willing to give things a go. They are risk-takers but they are not

irresponsible. They may fail, and almost all have failed at some stage in
their endeavours, but they don’t equate failing a task with failure as a
person. Too often small business owners think small. If only they would

think big, then so much more would be possible.

Entrepreneurial business development

There are three steps of entrepreneurial business development. The idea,

the measurement of its success and the refinement of the approach.

1. Turning ideas into vision

In his book E-Myth Mastery, Michael Gerber talks about the importance
of vision for a business owner. He recognises business owners — especially
those who are Technicians and Managers — need to better understand the
definition of an Entrepreneur. Before they plunge head first into their
business, they need to have a very clear vision of what they want to create
from their business venture. Let’s examine the concept of vision in more
detail.

Vision is the key ingredient that sets apart the Entrepreneur from the
Technician and the Manager. The truth is all three have an idea or an
outcome before they start their business. The Manager and the Technician
differ from the Entrepreneur in that once they start, they get consumed
wholly by the business and spend all their time running the business. Soon
their vision has been replaced by the goal of just getting through and
making ends meet. This is the goal of the self-employed. Entrepreneurs
know that vision is paramount. It is the only thing that will keep them on
track so they are not distracted by ideas and ‘things’ that need to be done
but that don’t contribute to the end goal. Entrepreneurs know they get
paid for creativity. Creating an idea, creating a business. Their gift is the
ability to bring ideas to life. They make it happen, not just by hoping it will,
but by using a system to make sure it will. If they don’t have a vision and a
system to see the vision through, they will be busy, but not growing. They
will be working on different stuff, but not the right stuff.

For example, you are a Technician. You work in the business, serve

customers, make products, pay the bills, meet with suppliers and lock up
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at night. You learn that growing the business means systemising it so it can
be sold, franchised or licensed — and that’s the way to riches. So you start
writing business plans, developing manuals, taking notes, producing user
guides, and writing marketing plans because that’s what serious business
people do. But after a while you are burnt out, or back in the same place,
except this time you have manuals, you just don’t know what to do with
them. What you should have spent your time on first was your vision. What

is it you want to create and what is the plan to bring the dream to reality?

Purpose
In simple terms, your business purpose is to deliver the vision. And your

purpose is driven by your passion for the vision. In other words:

¢ Vision is an idea — an ideal; a reason for your business
® Purpose is a focus on results and outcomes, i.e. what are we going
to achieve?

¢ Passion is the energy that drives vision.

Entrepreneurs are driven by a vision and Managers are driven by
a purpose. Each has a role, but vision must always precede purpose.
Otherwise burnout is likely. Some may say their purpose is to make money.
This can quickly lead to burnout. Others may say they are not passionate
about making money, but they are very passionate about the vision of what
they can spend money on. So they work hard to deliver their vision — that’s

what keeps them going.

Passion
Passion is an interesting topic. Gerber explains there are two types of
passion. Passion of the mind and passion of the soul.

Passion of the mind dreams up the vision and constructs the plan to
achieve it, while passion of the soul is what makes us pursue our vision.
Put simply, passion of the soul drives you and passion of the mind
chooses which direction you go. Entrepreneurs learn to use both. When
Entrepreneurs talk about what it takes to succeed they often talk about
having passion. It is this combination of passion of the soul and mind they

are talking about.

Passion of the soul is something we all have. It is the fire in our belly, it
is the voice in our head that says: “Do this, this is what we are passionate
about.” Passion of the soul likes change and demands to be satisfied.
Many people succumb to passion of the soul. You may be someone, or
know someone, who has thrown in their well-paid job or a stellar career to
pursue a passion for the arts, for example. Some people do this and regret
their decision when it is not as financially or emotionally rewarding as they
thought. These people often then decide not to trust themselves again and
ignore their little voice and settle for a life of mediocrity. What you need to
do is balance passion of the soul with passion of the mind. Entrepreneurs
know how to do this. Consider Walt Disney and Disneyland, Janine Allis
and Boost Juice, or Sir Richard Branson and Virgin as examples of people
who have the balance right.

So now we have a clear vision of what we want, we know our purpose and
have the passion to go after it. Next we must quantify the idea. What are

we going to measure to ensure we are on track to success?

2. Measurement

Some ways to drive profit in any business by either increasing revenue or

decreasing costs include:

¢ Increasing number of leads

¢ Increasing conversion to sale

® Increasing average sale value

¢ Increasing sales per customer (repeat custom)
¢ Increasing the profit margin per sale

® Decreasing variable cost per sale

® Decreasing fixed overheads.

We will focus mainly on the first five points, but these inevitably have
an effect on point six. The purpose of this book is to help drive business,
and therefore revenue, through marketing and advertising, so let’s have
a look at how an increase of just 10% across these five variables would

impact profit.
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Key business drivers in action

Current 10% increase
1. Number of leads 100 110
2. Conversion to sale 10 12.1
3. Average sale value $1,000 $1,100
4. Repeat sales per customer 4 4.4
5. Profit margin 50% 55%
Annual turnover $40,000 $58,564
Annual gross profit $20,000 $32,210
Increase in net profit m

Asyou can see, a 10% increase across these five areas can have a dramatic
effect on the bottom line. It is important you set up your key performance
indicators to measure the results you want. That way you know when you
need to change your approach and when you are on target to achieve your
vision. If a small business owner wants a 30% increase in sales conversion,
but can only sustain a 15% increase with their current staff and production
capacity, they need to evaluate how they are going to meet these objectives
and make change accordingly. The Entrepreneur knows what they want
and need to measure to ensure they understand whether their idea has any
potential. This measurement must not be clouded with emotion; it must

be completely objective.

How do you measure your marketing and advertising?

The first question to ask is: what is the objective of the marketing and
advertising? The objective must be understood by everyone involved
including the business owner, the sales staff, the marketing manager
and, if you are using one, the graphic designer. Some examples of ways to

measure the impacts of your marketing and advertising campaigns are:

¢ Key revenue areas — sales leads, sales conversion, average profit
¢ Cost of advertising per response

¢ Website traffic — to home page and purchase page

® Brand awareness — online surveys/follow-up calls

e Data collection — email subscriptions and SMS subscriptions.

A common oversight made by many small business owners is a lack of
measurement of advertising. Even fewer actually know what they want
before they advertise. Often small businesses say their advertising is
not working, but when asked if they measure it, most will reply: “Not
really, I just feel it is not working.” These small but very important steps
differentiate the successful business builder from the not-so-successful

business owner.

3. Refinement

Refinement is all about optimising the results you are receiving. You
need to do this is to keep the emotion out and see refinement as part
of the process, not the end goal. Some businesses examine their results
following a promotion. Others will document the results for another
time, but sometimes these reports go into a file and are never consulted
again. Refinement in business is about changing and testing. A good
example might be when you run a print advertisement across a number of
publications, each with a different website address or 1300 phone number
so you can identify where the customer contact is coming from. If you are
getting significantly more responses from one publication, then maintain
your budget. If one of the publications is not performing, then you should
consider changing your ad to better suit the publication’s audience or
redirecting your funds to another, more suitable publication. Importantly
you must keep measuring — just because an ad works one month, it does
not mean it will next month. Keep in mind that publications and other
media change over time — some don’t keep up with their audience and
some change when new competitors enter the market. By measuring your
advertising, you will have a better feel for when the audience changes and

will know when the different mediums are working for you.
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Number of responses

Refinement also starts at the beginning of the campaign, not at the
end. For example, you may wish to use two different types of layouts, one
in colour and one in black and white, in the same publication across a
number of weeks. You may find the black and white advert delivers 90% of
all enquiries received. If the cost per advertisement is significantly less for
black and white, then the black and white campaign is more cost effective
per lead. You might consider diverting more funds from colour to the

black and white advertising for a while.

Measuring cost per lead by channel

40,000 ~ Key - $300
35,000 |- - Number of responses
Cost per responses - $250
30,000 [
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Metro press
Direct mail
Letterbox drop
Rural press
Point of sale

This graph demonstrates that the best cost per lead for this advertising
campaign was from internet advertising, press inserts and point of
sale. This might lead the business owner to focus solely on these three
advertising channels for the next period of the campaign. The graph also
suggests that, while more expensive, the TV campaign also generated
a good response. The business owner might also consider running a
television campaign (particularly if their brand is new or they are in a
very competitive market) to raise brand awareness and assist the more
cost effective campaigns that follow. You can test the success of this idea
by giving TV a break for a week and reviewing the impact on your other

advertising channels.

Cost per response

“When people talk to themselves, it's called
insanity. When companies talk to themselves,
it's called marketing.”

Steve Bautista, advertising copywriter

Marketing to drive profits

owhatis marketing? Well, firstlymarketingis notjustadvertising. Advertising
S is a key component of marketing, but it is just one component.

Marketing should be tightly linked to sales and, in a small business,
this is absolutely vital. However, as businesses grow, quite often the sales
and marketing functions appear to operate as if they are two separate
organisations. This can lead to sales staff focussing on a short-term result
to the detriment of the value of the brand, or the sales team promoting a

low-margin product that the marketing team is planning to exit. On the
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other hand, the marketing team might exit a product that the sales team
find useful as a door-opener.

Marketing is a critical element in any business. As critical as finance,
sales, operations and production, and it can affect all these functions.
A well-known concept suggests marketing is made up of ‘the four Ps™
product, price, place and promotion.

Product - the products and services you are selling

Price — the pricing structure and strategy you have for the products and
services you are selling

Place - the distribution and various channels you use to make your
products and services available to your buyers. This could be direct from

you, via the internet, or via dealers and retailers for example.

Product > Price
’ ~° o N
7 \\
1
't Promotion > Place
\ /,
N N _ 7

Advertising comes under promotion...

Promotion — the strategies and methods available to the business owner,
or marketing manager, to promote their products and services. The

various elements of promotion include:

¢ Advertising

¢ Personal selling
e Public relations
¢ Direct marketing

® Sales promotion.

The following diagram illustrates how closely sales and marketing must

work together...

N

Advertising Personal
selling
Consistent, clear and
—> compelling company
and product messages
Sales Public
promotion relations
Direct
marketing Integrated marketing communications

As indicated in this diagram, successful promotion requires a consistent

approach in:

* Messages
® Brands
® Product quality

® Service levels.
We will explore all these areas, and will also focus on:

® Defining your target market
¢ Developing key messages for your target market

¢ Ensuring your message is heard.

Itis also important to understand how marketing can directly affect sales
turnover and profitability per product. This is vital in understanding the
affect marketing can have on a business’ success and why the marketing

function needs to work together with finance and production.
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How marketing can affect sales value

What is average sales value all about? Average sales value is, essentially, the
average amount of revenue earned on each individual sales transaction your
business makes. Ideally your business should be maximising the dollar value
of every sale. The more revenue your business makes per sale, the more cash
flow you have, and it should not cost you any more time or money! Before
proceeding further, it is essential you understand the basic accounting
concept of average dollar sale per sales transaction. This will give you a better
appreciation of why increasing the dollar value per sale is a critical objective,
and why you should maximise this objective wherever possible.

Total dollar revenue (R): This is the total dollar value of all sales made
during a specific period of time for example: daily, weekly, monthly or yearly.

Total number of sales transactions (S): This is normally represented by the
customer transaction count during the selected period of time.

Average sales value is determined by applying the following formula:

R
= Average sales value
S

For example:
* Your total revenue in the last year was $250,000
* Your total number of customer transactions in the last year was 25,000

* Your average sales value is therefore $10.

250,000
= $10
25,000

By increasing the average sale value, your business is likely to make

more money, or you can make the same money serving fewer customers.

Strategies for increasing your average sale value

There are three fundamental ways to increase the average sales value on

any sales transaction:

1. Up-selling or cross-selling additional products or services at standard
prices during the sales transaction process

2. Bundling additional products or services into one deal ata discounted
price during the sales transaction process

3. Increasing prices.

Up-selling or cross-selling

e Up-selling refers to the sale of a product/service of higher dollar

value than the customer originally anticipated purchasing

* Cross-selling refers to the skill of selling additional products/services

every time they purchase.

Both mean maximising the sale opportunity. The power of up-selling
and cross-selling cannot be underestimated. There really is not a better
time or chance to sell a higher-priced alternative or an additional item to
someone than when they are standing right in front of you with wallet in
hand. Especially when the customer has spent time discussing their needs
with you or a staff member. You don’t need to advertise to get them there.
They are in the best position to make a decision to invest in the additional
benefit you are offering.

Car dealers are typically expert at up-selling. They start with a basic
$30,000 car and then add some leather seats and a CD player. Before you
know it, you have just spent another $3,000!

The following scenarios demonstrate the use of up-selling and cross-selling
to increase profits. The scenarios are based on a business selling three
products. Products 1 and 2 are cheaper and more expensive versions of the

same product, and Product 3 is a different product entirely.

e Product 1 is $29
e Product 2 is $39
* Product 3 is $59
¢ There are four sales people who see 10 clients each per day

¢ The business operates six days per week.
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Scenario 1: No up-selling or cross-selling

* FEach client only buys one unit of Product 1, spending $29 in total.

40 clients x $29
x 6 days in a week
x 52 weeks in a year

Average $ value per sale

Scenario 2: Up-selling

= $1,160/day

= $6,960/week

= $361,920/year

=1,160 + 40 =$29

® One customer in five is up-sold to Product 2, while the remainder

still purchase Product 1.

32 clients x $29

8 clients x $39

x 6 days in a week

x 52 weeks in a year

Average $ value per sale

Scenario 3: Cross-selling

- $928/day

= $312/day

= $1,240/day

= $7,440/week

= $386,880/year

= 6.8% increase

=1,240 = 40 = $31

e One customer in five is cross-sold Product 3 in addition to Product 1

(which they all buy).

40 clients x $29

8 clients x $59

x 6 days in a week

x 52 weeks in a year

Average $ value per sale

= $1160/day

= $472/day

= $1,632/day

= $9,792/week

= $509,184/year
= 40.6% increase

=1,632 = 40 = $40.80

Effectively, up-selling and cross-selling can add significant sales value.
These are just simple examples. Your business may have other far
more effective sales opportunities. Remember to be flexible with these

COHCCptS. You are an entrepreneur.

Up-selling messages

According to the Better Business Institute, if presented correctly, one
in five customers is likely to take up a special offer at the point of
sale. A company that uses this technique extensively and effectively is
McDonald’s, where staff members are trained to say: “Would you like fries
with that?”

Proactive travel agents might ask: “Would you like travel insurance
for your family?” as a method of increasing the average sales value and
average profit margin.

The rental car companies might ask: “Would you like to reduce the
excess?”

Some service station attendants are trained to offer the two-for-one
chocolate deal. Why? If approximately one in five take up the offer, this
can lead to an increase of 20% sales value, with a potentially high profit

margin product.

Bundling

Bundling is a variation of up-selling and cross-selling, where instead
of selling additional products at full price, the customer is offered a
combination of products and services at a discounted price. The key
objective with bundling is to use discount pricing to encourage a customer
to commit to spending more money than originally intended, with the
resulting additional turnover and cash flow available to the business
immediately. Importantly, bundling is a powerful way to quickly increase
the average dollar value of a sale. Yes, you are discounting price and profit
per product compared with what you would make if each product was sold
separately, but if you structure the bundle appropriately, your business
should benefit from immediate increased turnover and cash flow. Don’t
think just because your customers buy from your business once, all you

have to do is sit and wait for them to come back...it may never happen.
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What are the secrets to successful bundling?

¢ Adding value through bundling with joint promotions (more on this
in chapter 7).

* Adding value through bundling with in-house products - If you ever
go to McDonald’s, KFC, or any of the other fast-food outlets, do you
purchase (or at least look at) the value meal range offered? Why do
they do this? It is simply a strategy to increase the average sale value
through offering a bundled deal at a total cost less than each item
purchased separately. After all, if you are ordering a hamburger,
don’t french fries, a drink and dessert go with it? Especially if it is

offered at a discount?

Any business that offers a variety of related products and services
can use the same system to increase the average sales value of each

transaction. For example:

* A men’s fashion store can offer a bundled deal on purchase of a suit,
with special discounts on an extra pair of trousers, shirts, ties and belts

¢ A hair and beauty salon can offer a hair treatment, facial, and nail
treatment for a special price

e A café can offer coffee and dessert for a special price

¢ A mechanical workshop can offer a service, wash and detail for an

‘all-in-one’ deal.

The possibilities are endless! You just need to be creative and ensure
you find products or services that are associated with each other and are
of genuine value to the customer. At a bundled price that’s reasonable,

you could trigger their impulse to take the deal.

Using samples to drive sales

Imagine you are a business selling DVDs. You acquire a variety of mini
DVDs and sell them for $5.00 each. When customers spend more than
$29.95, they receive a mini DVD for free. The customer walks away
feeling like they’ve found a bargain. The retailer has increased cash flow,
the likelihood of sales of more than $29.95 and the likelihood of repeat

custom. In fact, if the customer likes the artist on the mini DVD, they

could return to buy the limited edition complete version for $59.95.

Increasing prices

What are the secrets to successful price increases?

e Communicate to your customers why prices are increasing
¢ Increase prices below the ‘just noticeable difference’ threshold
¢ Increase prices on low-value items

® Increase prices to differentiate your product or service.

Your business may be in a position where you have to increase prices.
The solution to avoiding substantial loss of customers in the process is
to be honest with them. Notify them in advance and explain the reasons
for the price increase. Provided your customers clearly understand the
need for the price increase, and they are satisfied with all other aspects
of the products and services you provide them, this should minimise
any loss to your customer base. If you operate a business that sells to
other businesses, or provides professional services, you might consider
sending a personalised letter followed by a phone call. For instance, an
accountant faced with increases in professional indemnity insurance
costs might draft a letter to his clients. By taking a proactive approach
and informing each of your customers well in advance of the event, you
should be able to maintain your business, or at least minimise the loss of
customer goodwill. It should also enable you to find out in advance if you
are at risk of losing any major customers or accounts. If this is the case,
you will then be in a position to look for alternative ways to add value to

the relationship to sustain it.

Increase prices below the ‘just noticeable difference’ threshold

The ‘just noticeable difference’ (JND) is a psychological measure developed
by Gustav Theodore Fechner in the 1800s. Referring to the smallest
observable difference between two stimuli, the concept has since been

applied to consumer behaviour relating to marketing and pricing practices.
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The essence of this concept, when applied to marketing and pricing
practices, is that consumers are consciously aware of significant one-off
increases in the price of a particular product or service, and unless there
is an obvious benefit associated with the price increase, are likely to react
in an adverse manner by searching for alternatives. Customers are less
likely to baulk at a product increasing from $10.49 to $10.99 as they might
if the new price was $11.00, even though we are only talking a variation
of one cent. For some reason, going into the next dollar bracket is more
likely to result in negative reaction, especially for regular buyers of the
product. By staying below $11.00, which in this case is the point of JND,
your risk of losing sales has decreased, but your margins have increased.

Another facet to the JND concept involves changing the product or
service rather than the price point. If you are manufacturing a product
of slightly lower quality than your competitors, but priced at the same
value and your customers don’t notice the difference, your profit margins
are better than your competitors. The trick is to ensure the difference in
quality is slight enough to avoid the point of JND.

On the other hand, if you increase the quality of your product just
beyond the JND, you should be in a good position to increase your price
and offer a point of advantage your competitors can’t offer, thus driving
sales and a reputation for quality products. Importantly, the additional
quality must come at a relatively low cost to ensure strong margins.

Some ways to apply the [ND concept:

Consider increasing prices gradually over time

2. If customers don’t notice an improvement, then your improvement is
probably not obvious enough

3. Ensureyour marketing campaign highlights the product’s competitive
advantage

4. Look for ways to save by cutting back on expenses customers don’t
notice or care about

5. Increase prices on low-value items.

Differentiating your product or service

One of the most fundamental mistakes many businesses make, particularly
small-to-medium businesses, is to define the product or service they sell
far too narrowly. When they market their offering to potential customers,
they fail to effectively differentiate their specific brand from those offered
by their competition.

Usually, it comes down to a fight over which business can sell their
product or service at the cheapest price. If you are a small to medium
business, you will lack the economies of scale to get the substantial price
discounts on the products you sell to win business on the basis of lowest
price. In the long run this is unsustainable, and you will more than likely
go out of business.

Contrary to what many of us think, most people shop for value, not just
price. In other words, they want the product or service that will solve their
problems at the best possible price. In reality, any product or service sold
is nothing more than a series of features which convey a set of benefits to
a customer. The value of each of those features to the customer is directly
related to the personal importance the customer places on them. The key
to this is differentiating your unique features and benefits, then branding
and promoting them. Remember you are not just up against other direct
competitors, but also every other business vying for your customers’
money. Your customers’ interests, tastes and spending priorities change
over time, and if you don’t take the opportunity to sell your product now,

you may not have another chance.

Why advertise?

Advertising can help ensure the message you want to share with your
target audience is delivered the way you want it. Public relations and
word of mouth might often be cheaper, but you can’t always control the
message. Advertising helps you profile your business and brands.

While the numbers may vary from industry to industry, it is vital you

know the cost of your options.
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Current average cost to reach a potential customer:

$75-175 per call

Door-to-door sales: $35 per door

Direct sales person:

Direct mail: $2-7.50 per customer
(dependent on quality of envelope,

offer and database costs

Telemarketing: $6-15 per call
Broadcast: $0.025 per view
Print: $0.024 per view
Online ads: $0.20 per view

Note: All figures are approximate and will differ from company to company. Figures are
included to show likely differences in cost associated with different advertising options.

An advertisement cannot close a sale, but it can generate a response
and if you need to reach a wide range of people consistently, then
advertising is still one of the most cost-effective ways to do it. Even if your
company has the biggest market share and most recognisable brand, it is
important to continue to advertise. Advertising is the locomotive driving
the business. Consider Harvey Norman, Telstra and General Electric as
examples. These companies all continue to advertise despite having well-

known brands and considerable market share.

“Success is not about having more. It is
about what you are willing to give up in
order to have what you really want.”
Chin-Ning Chu, author

Marketing systems

When asked why businesses advertise where they do, the most

COmInon responses are:

1. We have always advertised here so we keep doing it
2. We heard some of our competitors were doing it, so we thought we’d
better not miss out

3. In the end we did it to get the sales rep off our back.

These responses usually result from the lack of a detailed marketing
strategy. When you have an understanding of who your target market is,

what their path to purchase is, and what your budget is, you are in a good
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position to make sound and objective marketing decisions. Having this
level of understanding means decisions are based on fact and strategy and
not emotion or fear of missing out. It will also enable you to ask the right
questions to ensure value for money in advertising expenditure.

For example, if a trade publication called to entice your business to
advertise in a wall calendar they were producing, offering exclusive rights
to a nominated category, you might ask: who buys the publication? Who
will see the calendar? How many will be displayed? What was the average
return on investment for the previous advertisers? How many other
advertisers will be on the calendar? If the publication is unable to answer
these questions then why should you be willing to outlay your precious
advertising dollars?

Marketing systems allow you to remain focussed on where your business
is heading and stop you being drawn into opportunistic tangents that
waste precious time and money.

A must read for anyone wanting to learn more about improving and
developing successful business systems is John Love’s Behind the Arches.
This book is about building the McDonald’s empire and explains in
intricate detail the systems that enabled McDonald’s to become a multi-
billion dollar powerhouse. It shows how to think like a big business even
when you are small. One illustration of the importance McDonald’s
places on business systems goes back to the early 1960s. McDonald’s
invested more than US$2 million in systemising the production of the
perfect French Fry - this was an enormous sum of money back then. They
then began customising their own appliances — things like milkshake
machines, chip scoops and straw dispensers. Demonstrating the value
good systems can add to a business, consider that McDonald’s is a multi-
billion dollar enterprise run by teenagers! Could you leave your business
to a team of high school kids?

Systems exist all around us — but most of us are not aware of them. One
way to explain systems is to think of a vehicle. Any vehicle is a complex
arrangement of many systems. There is the engine, the fuel system, the
air-conditioner/heating system and the brake system. These are not

independent; rather, all rely on each other for the successful operation of

the vehicle overall. Despite the vehicle being such a complex arrangement of
systems, as long as the driver knows the basics of how to drive, they can operate
the vehicle. They don’t need to know how the actual mechanics work.

The same concept generally applies to a business. A business is a complex
arrangement of systems depending upon each other for the business to
operate successfully as a whole. The better the systems, the less business
knowledge and labour required to operate it successfully. An architect
for example, might put in place a series of systems providing his/her
staff a framework to work within. This will ensure consistent application
and delivery of service to clients and will allow the individuals to focus
on application of their specialist skills within the framework. The clients
know what level of service they can expect, the staff know how to meet
client expectations and the business is likely to be managed consistently
and successfully. You are likely to sell the business for more than if you
did not have systems because you will have developed the business into a
true saleable asset.

Many business owners believe the harder they work, the more money
they should make. Generally business owners who think like this, believe
they should also be the first to work, nobody else can do it better than
them, and they need to be in full control and oversee everything. They
are the system. However, because this type of business owner is spending
all their time and effort working in the business, they have no time to
work on the business. Time working on the business, as opposed to
working in the business, is what ultimately achieves the results we are all
looking for.

In