Basic Marketing Concepts 

for Success in Business
The 8 "marketing fundamentals" are simple. They are obvious. But few businesses harness them effectively. Here is a brief outline of the 8 fundamentals

1. Your Reason for Being

Your Unique Selling Proposition (USP) is defined as the distinguishing advantage you hold out in all your marketing, advertising and sales efforts. It is the philosophical foundation of your business, your “reason for being" in your marketplace.

The challenge is; many business people know of the concept of a USP, but have no process of identifying it or for articulating it. This "reason for being" should be articulated clearly and be woven into everything you do. Your ads, your sales letters, your brochures, your proposals, even the way your people think about your business.

The formulation of your "reason for being" depends on that specific market niche you have already carved out, or wish to carve out.

Perhaps you only sell the highest-grade products or highest level of services in the industry, and can demonstrate that, and explain why that is important to the client.

Or Maybe you have a network of associate firms that allows you to tap into worldwide contacts acknowledged as the leaders in their field.

Perhaps your product lasts longer, works where others won't, or allows more flexibility, and again, you can define that quality in some measurable way.

Perhaps you spend up to four days researching your clients" needs before you'll make a proposal, whereas others take very much a "one size fits all" approach. And you'll guarantee every step of your work with a money back warranty. (Importantly, we don't suggest you knock your opposition! You don't have to. Just educating your prospect to what you do is enough) 

Maybe you have a 28% faster turnaround on orders, or you operate a 24 hours service.

Perhaps you have a unique system that allows you to re-engineer a client's company in a measurable, proven way with processes no one else has, with a 48% decrease in overhead. (Notice the specificity in these statements!).

Possibly you have a guarantee that is more than double the industry standard.

Or it could be that your product is so strong, it can be bashed with a hammer without effect, or submerged 150 metres under the sea, or it has those 102 more weld points than any other similar product.

What is YOUR "reason for being"? Or to put that another way: WHY SHOULD I BUY FROM YOU TO THE EXCLUSION of your competitors? Until you have that answer, until your people understand what it is, until your clients, customers and prospects understand your "reason for being" they will simply compare you on price.

Fred Smith went to a billion dollar company in ten years using this distinction! Perhaps one of the most compelling "reason for being" statements ever to carve out a whole new market, was developed by Fred Smith. He gained a major foothold in the air freight market in the U.S. by articulating that, while other freight companies haggled on price, he'd guarantee to deliver a package "when it absolutely positively has to be there overnight".

He correctly identified that a large slice of the market rated deliverability over price.  As a result, Federal Express grew to a billion dollar company in less than ten years. The first company in history to do so. Most companies DO have a uniqueness, or a "reason for being" story to tell. It's just that often they haven't realised it, or haven't capitalised on its marketing potential. So often we get too close to our business to see it.

You don't HAVE to be "unique" you can pre-empt the market instead!

Many many people get frustrated that they don't have something unique. Their business or practice is extraordinary in their eyes, they put their heart and soul into it but when it comes to articulating a "uniqueness", they're lost for the words. They can't SEE how they're actually UNIQUE. Here is the good news ... You don't actually have to be "unique" to gain a Unique Selling Proposition advantage.

The story of Schlitz Beer brings this point home so well. Schlitz Beer gained a powerful position in the marketplace in the U.S. many years ago by articulating what is termed a "pre-emptive" USP. (In other words, it isn't unique; it's just that they articulated a "magic story" their competitors with a similar story didn't.)  With the help of one of the greatest minds in marketing of all time, Claude Hopkins, they told how they used super-heated "live" steam to clean their vats, how they filtered the water, used giant pulp filters, how the yeast used in all Schlitz Beer was derived from a "mother yeast cell" developed after 1,200 experiments ...how the water was drawn from a 4,000 foot deep subterranean spring and so on. You see, it WAS the same process as all the others. But the Schlitz Beer "story" captured the imagination of the beer drinking public and many non-beer drinkers too. Schlitz rocketed almost overnight from number seven in the market to equal number one. An amazing example of taking a "commodity" and creating a uniqueness around it.

2.  Educating your Client or prospect to the TRUE VALUE of what you do

Your clients or prospects won't understand or appreciate the value of your product or service, unless you first educate them to appreciate it.

The more compellingly you educate them, the greater the competitive advantage you get. And the more the marketplace will be prepared to "pay your price" for what you do.

Case in point: Accountants (and other professional service providers too) typically "write down" as much as 25% of the fees they should have charged their clients. Why do they do this? It goes like this ... they record the time they spend on the client's file and at the end of the billing period, they tote up the hours. Shock! The fee seems way out of proportion, and they fear the client will think they're way too expensive, so they cut it back. Writing the amount down to a more "acceptable" level.

Now is that because they didn't give value? Is it because they didn't save the client money, or get them out of a fix? Not at all. It's because they didn't educate the client to the value. Interestingly, this is one of the most important things we teach our clients and as a result they can charge what they are WORTH. The impact on profit is immediate and dramatic. 

Chances are, you don't charge what you're REALLY worth now. Why? For starters, we often get so close to our own business, we assume others will know what goes on behind the scenes.

Without telling your story, you give people every reason to judge you simply on price. And that leads us to throwing off the shackles of price 

Business people often say "this educating the client stuff is fine for some businesses. But in my business, if I don't sell at the lowest price, I lose the sale. It's a price driven market."

Sure, there ARE some industries that are in a totally price driven market. And there ARE price shoppers out there who'll haggle over the price, then drive across town for a few dollars less. (These are the classic "C" customers.) But they are the microscopic minority anyway. If you're serious about being an "EDGE Company", perhaps better off letting someone else make the sale to them! Not surprisingly, companies who compete for business through quotes and tenders tend to have a real paranoia about price. Yet, our research with a large organisation that tenders for projects revealed that only 20% of their successful tenders were won by quoting the lowest price. Only 20%. It astounded them when we uncovered that fact in their own records.

Price is NOT the sole reason people buy. It is an important element. But providing there is value, and the buyer is correctly educated to that value, and the solution is right for them, price becomes less important. A well-quoted survey of buyers validated this truth some years back. Only 9% of respondents indicated price as their reason for switching to another supplier.

Tell your prospects the "Reasons Why" Telling your prospect the reason why is powerful. And yet almost no one does it. How many times have you seen businesses respectably advertising sales and you simply didn't believe them anymore. Imagine though if the business explained WHY they're having a sale. That they have a whole container of new stock arriving in a week, that it's arriving on such and such a ship, and that there are 876 items in the container, and they have nowhere to put them unless they clear their old stock. Can you see that the reasons why makes the situation totally believable?

Perhaps you're wanting to grow the consulting side of your business. You send out a sales letter offering to consult for free to get in front of prospects. Is it believable? Perhaps more to the point, if it's free, what's it worth? Imagine though that you explained WHY you are offering this free hour. You explain that you only work with five or six new clients every half year, and that you've hand picked the prospect's company because they have the exact attributes that allowed you to increase another company's profits by 187%, and that you're prepared to "gift" an hour of your time to show them, risk free, what you can do for them. Do you think this may increase the perceived value of your "free" consultation offer, and compel them to act? 

Never underestimate the power of giving reasons why. It makes your business vastly more attractive to deal with, and compellingly justifies why someone should pay the price you ask.

3. The Lifetime Value of a Customer

At a seminar some time back, I asked the audience if they knew what the "value" of a customer or client was to them. One man proudly stood up to announce that he knew. Exactly. The value of a customer to him, he said, was $46.45. He explained that he owned a supermarket. At this, another man shot to his feet to announce that he too knew the value of a customer to him in his business. It was, he said, $65,000. What sort of business did he have, I asked? A supermarket, he announced! What was the discrepancy here where both owners had the same type of business in the same city? None. The second man understood the value of his customer as the lifetime of purchases they'll make from him. The Lifetime Value.

Simple concept. Profound difference in perception. Yet not one in a hundred understands how this can impact on their business and its growth potential. When you see the value of a customer in that supermarket as $46.45, the possibilities shrink, and so does your thinking about what you could afford to do to get more customers. Yet, when you see $65,000 as the  value of a customer, your thinking expands. And so will the strategies you can apply to GET new customers. 

Do you know the value - the REAL value, the "lifetime" value of a client or customer to your business? If not, your business growth and profit growth are being stifled.

4. The Soft Dollar concept

The concept of "soft dollar" opens up exciting new lead generation and cross selling possibilities. It allows you to value add to existing clients, customers or patients. It allows you to develop strategic alliance relationships that get you endorsed into other client databases, and it gives you the tools to take away the focus from price.

So what IS "soft dollar"? In a nutshell, "soft dollar" is something you have, or can provide, that has a HIGH PERCEIVED VALUE, but costs little to produce or source.

A beauty salon may offer a $20 hair styling as a gift. Perceived value, $20. Yet, the "delivery cost" of that service may be $2. An interior designer may charge out their time at say $100 an hour. It's VALUED at $100. But it doesn't "cost" $100. Especially if it's time that would otherwise be "downtime".

We've helped countless clients in health care, retail, automotive, financial services, real estate, design and construction, travel, fitness to rapidly acquire new customers through this concept. The "positioning" of this is critical of course. If it is seen to be promiscuously giving something away, without a rationale, then it loses much of its value.

Every business ... YOUR business can harness this very powerful strategy. Your "soft dollar" offer or value add could be your own time, or one of your own products. It could be a complimentary product you source from someone else, or information you "package" into a special report. It could even be an audio tape of a seminar you present to prospects, or an informative interview you have scripted to tell your "magic story".

The possibilities for "soft dollar" are endless.

5. Host Beneficiary (or Strategic Alliance) Relationship

Generating new business from the "cold marketplace" is tough. Media costs can be prohibitive. Competition has never been more fierce. The cost of acquiring a new customer, client or patient from the cold marketplace means the first sale is often made at little or no profit. The "cold marketplace" is appropriately named. The prospect doesn't know you, doesn't have any cause to trust you, may never have heard of you, and probably has a relationship with your competitor. They're "cold".

In stark contrast, a "warm" prospect is someone who is more receptive to you, knows about you, or at least knows someone who recommends you. The future success of more and more businesses is going to rest on their ability to tap "warm" marketplaces.

The warmest market of course, is your own client database. They already have a relationship with you. But by definition, this marketplace is finite. If you are seeking to expand your client base, then you need to develop a very good working knowledge of how to tap into OTHER warm markets. And the best way to do that is through "host/beneficiary relationships". This is a relationship with another business whose client base is very similar in profile to your own. Ideally, a complementary, but non-competitive product or service that suggests that their buyer could also be yours. At its most basic, you could offer to simply swap database names. But it still isn't a "warm" marketplace. You'd have the names, but you wouldn't have any affinity with the people on that database. The best way to achieve that affinity is to be REFERRED to those prospects by the owner of the list to be ENDORSED to them.

Let's take a general insurance broker for example. Instead of chipping away at the cold marketplace to develop new prospective clients, the broker could sit down and analyse where his or her future clients may now be "hiding" ... or to put that another way, what OTHER businesses may have access to the right profile of client right now. We call this analysis process, the "Cycle of Life" what other things are people doing when they are in need of your product or service. 

For example, the person buying a house through a real estate agent, will also be in the market for a removalist, a solicitor, and perhaps a renovations company, a landscaper, a carpet company, a blinds company. The list goes on. This is a most valuable exercise for ANY business or professional firm to go through. In the case of the general insurance broker, the "Cycle of life" would indicate that businesses requiring general insurance are already dealing with other professional firms too, such as accountants, solicitors, and with the local bank. So there lies some opportunities for a Host Beneficiary alliance.

Now of course, if the broker were to approach a solicitor for example, and ask for their client list, the answer would be swift and certain. Even an offer to swap lists would be less than desirable, let alone ethical. But what if the broker could come prepared with an "offer" that as both ethical and gave the solicitor something they WANT, so that they would be happy to ENDORSE the broker to their clients. It could be an offer to reciprocate with an endorsement of the solicitor's services to their

own list. It could well be an offer where the solicitor can "gift" an hour of the brokers time, at no cost.

The key to such a relationship is that both parties must be confident in the credentials of the other, and both parties must gain some benefit from the relationship. If it's one sided, it won't work.

So how might this alliance work? In its simplest form, both parties simply write to their client bases, recommending that the client contact the other for their specialist services. This is O.K., but fairly passive and unlikely to produce much of an outcome.

A more proactive strategy would be for the broker to "package" (say) $450 worth of introductory services, a (free) consultation to assess the solicitor's clients' insurance needs, and vice versa. But again, while this is proactive, it may not be compelling. If the prospective client doesn't see an immediate need for an insurance audit, or in the case of the solicitor, a need to see a solicitor, it will be mediocre in its outcome.

Here's where we can tie several concepts in together. In this case, host beneficiary relationships and "soft dollar", and "lifetime value". 

Let me explain. The broker would know that the "lifetime value" of a new client to their business is say $110,000 over the next 10 years. So acquiring a new client NOW "locks" in figure profits. If they REALLY understand this concept, they would be prepared to forego perhaps the first year's commission to get the business.

Now, armed with this, the broker can approach the solicitor and offer to "gift" (say) $1,000 towards the insurance premiums of the solicitor's clients' policy, IF they elect to use this particular broker. Not only have we seen it work for our professional clients, it is a classic win-win-win. The solicitor wins because they get to add value to their clients by making the $1,000 saving possible. The client wins because they SAVE $1,000 by changing their insurance over to the broker. And the broker has achieved the aim of locking in that $110,000 in future business, with little or no marketing cost. Let's now have a look at the reverse arrangement. The solicitor, now understanding "lifetime value", may well choose to offer value to a hand picked selection of "A" clients of the broker - perhaps $1,000 in "hotline" services. The solicitor may send a "cheque book" with five $200 certificates, that the client can redeem when they call up to get advice at any time on any legal topic. Of course, the key here is to "dimensionalise" the value of that advice - explaining what it could mean to get timely advice when you need it - and to be up front as to WHY this "gift" is being offered. That is, "we want to show you the value of what we do, and the extent of our expertise.

To the right profile of potential clients, this could lead to many thousands of dollars in legal fees over the "lifetime" of the new client.

As I said, a simple example. But one that harnesses all of the proven and extremely powerful concepts we've covered so far in these fundamentals;

EDUCATING TO THE VALUE YOU PROVIDE

SOFT DOLLAR

CYCLE OF LIFE

LIFETIME VALUE, combined into...

A HOST/BENEFICIARY symbiotic relationship.

Can you find a way to make this Host/Beneficiary Fundamental strategy apply to you?

Look at the alternative. If your only acquisition strategy is to relentlessly chip away at the "cold marketplace", then you're going to miss some phenomenal business growth opportunities.

6. Reversing the Risk

In short, "reversing the risk" means that YOU ... not they ... take the risk for the purchase the client or customer makes with you.

It's an immutable truth. The more you can take the risk away from them, the more chance there is that they'll buy from you to the exclusion of your competitors.

There is a story of the two ponies for sale, which demonstrates this. Both ponies are of the same temperament, same age, same size, and the price is the about the same. The first seller states his price to the potential buyer, who goes away to consider the deal. However, the second seller states his price, but then "reverses the risk" ... explaining that he understands purchasing a pony is a big decision. He invites the potential buyer to take the pony for a week before committing himself to payment, suggesting he let his children ride the pony, and to decide at the end of the week.

The seller even offers to clean up after the horse for the week. If at the end of the week, the buyer chooses not to keep the pony, he'll collect it at no cost.

The question is, which pony is the buyer likely to take home? There's no contest. The second one. A simplistic story. But it is a very potent example of risk reversal at its best. Buyers are becoming more astute. More discerning. They have more choices than ever before. So it follows that the company that can take away the "risk" of dealing with them, will get more sales.

Are you "reversing the risk" in the marketplace, perhaps through a compelling money back guarantee, or in the form of an extended warranty, or some other form of guaranteeing what you do? If you're not, just like the first pony seller, you're losing sales opportunities.

Case studies in "Reversing the Risk":

A car dealer client of ours offers a 101% money back guarantee on his new vehicles. And his business has grown 800% in the last five years. Of course, we helped him do other things too, but his guarantee is compelling, and clinches sales for him - at his asking price. He doesn't discount!

A consultant guarantees that if you're not delighted with any stage of her project, she'll do everything in her power to fix it. If you're still not happy, you just don't pay the bill. A builder of homes actually guaranteed that "if you don't love the home, we'll level it!? He never had to level a home of course. It just meant that he made sure the home was exactly what his clients wanted.

A pest control company guarantees that if you aren't happy with the job they do, they'll refund your money in full, AND pay for another pest controller of your choice. A training company offers a set of training materials plus a bonus video teaching basic time management skills. Their guarantee? Again, better than "risk free"! If you're not delighted, you can send the training materials back, but you get to KEEP the bonus video valued at $295, as a thank you for reviewing the materials.

7. Your biggest potential for Sales and Profit Growth is often NOT where you're looking.

So often, astute people spend vast sums in "conventional" media channels, trying to get sales up, or trying to increase their market share, or trying to fend off price competition. They may be spending on advertising, or on hiring more sales people, or on seeking out more agencies or distributors, when all the time, the pure "gold" in their business is falling through the cracks. Where ARE the non-conventional places to find that pure gold? Often, they are right in front of our noses. So close, we can't see them. To make the point, let me tell you a brief actual case. It's one of many.

Some time back, a very successful tile retailer came to see us asking that we produce a new "gimmick" or "magic bullet" ad campaign for him. Sales he lamented, were suffering. The marketplace was paranoid about price. He needed something "new". Sitting in our boardroom, I asked him some fundamental things about what I term the "machinery" of the business. One of those questions, (and one we'll focus you on), was: "What is your selling process? How does your business come to you?" His answer was fairly predictable; "90% of it starts as an enquiry over the phone, and we try to get them into our showroom. When we do, we invariably get the sale." But that's getting harder by the day, because all people want these days is your best price." My next question got his back up a little. "Alan", I asked, "what is the conversion rate of those phone calls to a visit into your showroom, and to as I said before, a sale?" That's our whole problem", he responded, "the customer is so focused on PRICE these days, all they want is our lowest price, and then they'll shop around to beat it." "So what's your conversion rate on the telephone? I persisted. "No idea!" he responded. "Then let me ask you this, Alan ... What is YOUR OWN conversion rate when you pick up one of those calls?"

"Look, you can't be suggesting I take all the calls!? he retorted, "We're a twelve million dollar business ... the phone is running hot every day, and I've got a million other things to do!" I responded, "Actually, I wasn't suggesting you take all the calls. I am asking what your conversion rate is, compared to your people when you DO take an enquiry." At this, he softened and responded, "Well, to tell you the truth, I get about eight out of ten callers to come into the showroom. I cringe to think what the others get ... probably three out of ten!? At that, I asked him another question, "How many people have you got answering those sales opportunity calls?? His answer bowled me over. FORTY", he replied!

The "gold" is NOT in some "magic bullet" Can you see, the "gold" in his business, (like so many others) wasn't in some new "magic bullet" ad or gimmick idea! He already had much more business knocking on his door every day than he could possibly cope with. But it was falling through the cracks, in this case, in a vast number of unconverted phone calls.

Between us, we conservatively calculated that if he were to get his people consistently applying phone marketing skills, and they were able to lift their conversion rate, not to 80% as he did, but just 60% ... it would add TEN MILLION DOLLARS to his revenue! Like MANY MANY businesses, he was so frantic running his business, he had failed to measure vital "key performance indicators" in his business. If he did, he would have harvested literally millions more in profits over the previous ten years. What’s' more, he had no SYSTEMS in place to make sure every selling opportunity was maximised. And we are not talking just phone calls. Think about your own business, and the number of steps in your selling process, the quotes you do (and lose), the letters that don't produce a result, the sales calls that don't get the order, the brochures you send that end up in a prospects' bin. Each and every step in your process is suffering "leakage" of profit if you don't have the right system and measurements in place.

8 The Pareto Principle and the 90 Day Rule

As you will have seen so far, these "fundamentals" are largely commonsense and very basic. That after all, is what a fundamental is.

But as I trust you are beginning to see, it isn't whether it's commonsense or basic. It is a question of what you DO with these 'truths'. If they are merely acknowledged intellectually, they can't be harnessed for the power they hold. However, when they are woven into the very fabric of your business as POLICY, especially as jigsaw puzzle pieces all fitted together, then they take on a whole new potency. And that is very much the case with this last fundamental.

Pareto's Principle - or the 80/20 rule - states that 80% of revenue is generated by 20% of the customer base, and 20% of the revenue is generated by the 80%. Now, the actual percentages may vary, but the dynamic applies. After having asked tens of thousands of business people in seminars all over the world, I know this to be true.

Whenever we raise the "A" client/"C" client question, things get pretty emotional as business owners and managers proffer their own horror stories of "C's" ... and the energy they sap. The "C"s of course are the clients who take 80% energy, and produce just 20% of revenue.

Those firms who have a policy to ethically "fire" their "C's" (often by referring them to another service provider) and have systems to focus on their "A's" and on nurturing their "B" clients into "A's", report MASSIVELY increased profitability and enjoyment in their working day. If you have NO strategy, you will condemn your business to struggling to meet the demands of the most demanding, and least profitable.

Investing the time and resources to work through your database, identifying your "A", "B" and "C" clients, and then mapping out a strategy to deal with them, is one of the most high-payoff activities you can possibly put into your business.

The 90 Day Rule

So much lip service is paid to "relationship marketing" these days, yet only one in a hundred companies has any ongoing, systemised and planned communications program to build relationships with their clients.

The "90 Day Rule", articulated so superbly by Wendy Evans in her book, "How to get more business in 90 days, and keep it forever" ... is compelling evidence that companies ignore relationship marketing at their extreme peril.

The "rule" identifies the fact that when you communicate with your clients within a 90 day period, the propensity for them to continue buying from you goes up. The more you go outside 90 days, the propensity for them to buy rapidly deteriorates, and the relationship tools. Or in the language of an excellent book called "Permission Marketing" by Seth Godin, the better the relationship, the more permission you have from your prospect to sell to them.

Whether it's by newsletter, phone call, letter, card, e-mail, broadcast, fax or visit ... or a combination of these, it's a fundamental 90 days at most between communications.

Relationship marketers, (direct response marketing practitioners), have known for many decades that this is a super high-payoff strategy. And that existing clients are FIVE to TEN times more likely to buy from you than a prospect from the "cold" marketplace.

And that leaves us virtually where we started with these 8 Fundamentals the "cold" marketplace is a tough, cold, hard, expensive, unpredictable place to be. And for the astute "Results-oriented" EDGE company, it is not a place upon which the future of the business depends. There are so very many other 'smart' and far more cost-efficient ways to build your business.
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