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After a few years our relationship led to my teaching at the Noren Institute, a pioneering small
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produce this book. | know now it was an excellent decision because we have experimented with a
number of Michael's marketing without advertising concepts here at Nolo. Without exception, they
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When Michael Phillips showed us the first draft of this book, it was long on brilliant concepts, but a
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announced that we were publishing a Nolo-style workbook, that not only provided the intellectual
foundation for why marketing without advertising works, but also a lot of detailed “how-to” specifics.
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education and values-based living, Rasberry is involved in the design and development of an
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avid gardener, she initiated the Coffin Garden Project, where artists, gardeners and others are
invited to express their feelings about death in a setting of natural beauty and serenity.
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Full Disclosure Note

All the businesses and business owners mentioned in this book are real. The great majority operate
under their own names in the cities indicated. However, because some of our examples are less
than flattering, and for other reasons, including privacy, we have changed the names and or
locations of businesses in a few cases.

In some cases the businesses used as examples in the book do advertise—their marketing ideas
are so good we included them anyway. In most cases, if a business used as an example does
advertise, it is a small part of their marketing mix.

Introduction
By The Publisher

Take a look around your community and make a list of truly superior small businesses—ones you
trust so thoroughly you would recommend them to your friends, your boss and even your in-laws.
Whether your mind turns to restaurants, plumbers, plant nurseries or veterinarians, chances are
good your list is fairly short.

Now think about all the ads for local businesses that fill your newspaper, clutter your doorstep,
spew out of your radio, cover the back of your grocery receipts or reach you in dozens of other
ways. How many of these businesses are on your list? More than likely, not many. In fact, I'll bet
the most heavily advertised local businesses are among the businesses you never plan to
patronize—or patronize again—no matter how many 50%-off specials you are offered.

If, like me, you have learned the hard way that many businesses that loudly trumpet their virtues
are barely average, how do you find a top-quality business when you need something? Almost
surely, whether you need a roof for your house, an accountant for your business, a math tutor for
your child or a restaurant for a Saturday night out, you ask for a recommendation from someone
you consider knowledgeable and trustworthy.

Once you grasp the simple fact that what counts is not what a business says about itself, but rather
what others say about it, you should quickly understand and embrace the message of this brilliant
book. Simply put: The best way to succeed in business is to run such a wonderful operation that
your loyal and satisfied customers will brag about your goods and services far and wide. Instead of
spending a small fortune on advertising, it's far better to spend the same money improving your
business and caring for customers.

It's the honest power of this honest message that made me excited to publish Marketing Without
Advertising ten years ago. Uniquely among small business writers, Phillips and Rasberry were
saying the same things | had learned as a co-founder of Nolo Press—that the key to operating a
profitable business is to respect what you do and how you do it. This means not only producing top-
quality services and products, but demonstrating your respect for your co-workers and customers.

After many years of success, it's a double pleasure for Nolo to publish this new edition of Marketing
Without Advertising. Yes, lots of things about small business marketing have changed in the
interim. To mention just a few, today many of us routinely use fax machines and e-mail to keep
close to our customers, and some of us have learned to use the Internet as an essential marketing
tool. But some things haven’t changed. A trustworthy, well-run business is a pleasure to market,
and the personal recommendations of satisfied customers are still the best foundation of a
successful and personally rewarding business.

Marketing Without Advertising has been updated to provide a new generation of entrepreneurs with
the essential philosophical underpinnings for the development of a successful, low-cost marketing
plan not based on advertising. But this isn't just a book about business philosophy. It is full of
specific suggestions about how to put together a highly effective marketing plan, including guidance
concerning business appearance, pricing, employee and supplier relations, accessibility, open



business practices, customer recourse and many other topics.

Consumers are increasingly savvy, and information about a business’s quality or lack thereof
circulates faster than ever before. The only approach worth taking is to put your planning, hard work
and money into creating a wonderful business, and to let your customers do your advertising for
you.

Ralph Warner

Berkeley, California

Chapter 1: Advertising: The Last Choice in
Marketing

Overview

Don't use fair or honest in your ad; those words are only used by credit jewelers and used car
dealers.

—OIld Advertising Adage

Marketing means running a first-rate business and letting people know about it. Every action your
company takes sends a marketing message. Building business image is not something invented by
a P.R. firm; it's a reflection of what you do and how you do it.

A clever ad is what pops into most people’s minds when they think about getting the word out about
their business. The fact is, most of us know little about advertising and a whole lot about marketing.
We are really THE marketing experts for our business because we know it better than anyone else.

It may surprise you to know how many established small businesses have discovered that they do
not need to advertise to prosper. A large majority—more than two-thirds in the U.S., certainly—of
profitable small businesses operate successfully without advertising.

Here’s where that figure comes from: There are about 11 million non-farm businesses in the United
States. Of these, about two million are involved in construction; another two million deal in
wholesaling, manufacturing, trucking or mining. Virtually none of them (36% of the total) generate
customers by advertising. Instead, they rely on personally knowing their customers, on their
reputations and sometimes on salespeople or commissioned representatives. Of the remaining
seven million businesses, 70% are run by one person. It's very rare for the self-employed to find
advertising useful; the single-person business, whether that of a lawyer, doctor or computer
consultant, relies almost exclusively on personal recommendations. That leaves the percentage of
businesses who might even consider advertising useful at less than 19%. We think most of them
don't need it either.

There are four main reasons why advertising is inappropriate for a small business:

Advertising is simply not cost-effective. Claims that it produces even marginal financial returns are
usually fallacious.

Customers lured by ads tend to be disloyal. In other words, advertising does not provide a solid
customer base for future business.

Dependence on advertising makes a business more vulnerable to changes in volatile consumer
taste and thus more likely to fail.

Because a significant percentage of advertising is deceptive, advertisers are increasingly seen by
the public (both consciously and unconsciously) as dishonest and manipulative. Businesses that
advertise heavily are often suspected of offering poor quality goods and services.

Let's now look at these reasons in more detail.

The Myth of Advertising’s Effectiveness

The argument made by the proponents of advertising is almost pathetically simple-minded: If you
can measure the benefits of advertising on your business, advertising works; if you can’t measure



the beneficial effects, then your measurements aren’t good enough. Or you need more ads. Or you
need a different type of ad. It's much the same type of rationalization put forth by the proponents of
making yourself rich by visualizing yourself as being prosperous. If you get rich immediately, you
owe it all to the system (and presumably should give your visualization guru at least a 10%
commission). If you're still poor after six months, something is wrong with your picture. It reminds us
of the man in Chicago who had marble statues of lions in front of his house to keep away
elephants: “It works,” he said; “Ain’t no elephants in this neighborhood.”

Paradoxically, even though some small business owners are beginning to realize that advertising
doesn’t work, many still advertise. Why? For a number of reasons: because they have been
conditioned to believe that advertising works, because there are no other models to follow and
because bankers expect to see “advertising costs” as part of a business proposal.

It's important to realize that your judgment regarding advertising is likely to be severely skewed.
You have been surrounded by ads all your life and you've heard countless times that advertising
works. To look at advertising objectively may require you to re-examine some deeply-held beliefs.

According to E magazine, advertising budgets have doubled since 1976 and grown by 50% in the
last ten years. “Companies now spend about $162 billion each year to bombard us with print and
broadcast ads; that works out to about $623 for every man, woman and child in the United

States” (“Marketing Madness,” May/June 1996). Information Resources studied the effect of
advertising and concluded, “There is no simple correspondence between advertising and higher
sales . . ..The relationship between high copy scores and increased sales is tenuous at best.” Or as
George Orwell said, “Advertising is the rattling of a stick inside of a swill bucket.”

To illustrate how pervasive the “advertising works” belief system is, consider that if the sales of a
particular product fall off dramatically, most people look for all sorts of explanations—without ever
considering that the fall-off may be a result of counterproductive advertising.

Skeptics may claim that you simply can't sell certain consumer products—beer, for example—
without an endless array of mindless TV ads. We refer these skeptics to the Anchor Steam Brewing
Company of San Francisco, which very profitably sold 103,000 barrels of excellent beer in 1995
without any ad campaign. They believe in slow and steady growth and maintain a loyal and
satisfied client base. (See Chapter 12 for details on how.)

Even apparent successes may not be what they seem. The California Raisin Advisory Board ran an
ad campaign that produced the most recognized ad in the history of advertising. In the mid-1980s
its advertising agency, Foote Cone and Belding, used the first popular national clay animation
campaign. (Claymation is a trademark of the Will Vinton studios.) The annual budget was over $40
million. The dancing raisins and their song “I Heard It on the Grapevine” created such a popular
image that sales from dolls, other toys, mugs and secondary products generated nearly

$200 million in revenue and resulted in a Saturday children’s television program using the raisin
characters. Raisin sales went up for the first two years of the campaign, largely because cold
breakfast cereal marketers were so impressed with the popularity of the ad campaign that they
increased the raisin content of their raisin cereals and joined in the advertising.

After four years, the dancing raisin campaign was discontinued. Sales were lower than before the
ads started (Forbes, June 17, 1996). By the early 1990s, the California Raisin Advisory Board had
been abolished.

What Does Advertising Do?

“What ‘work’ does advertising do and how well does it do it? Aside from comforting purchasers by
assuring them they made the right choice, aside from comforting CEOs and employees that their
work is important, and aside from certain unpredictable short-term increases in consumption, most
advertising does not perform as advertised. Take away the tax deductions that corporations get for
advertising, and most expenditures would dry up overnight.

“Although elaborate proofs of advertising’s impotence are available, the simple fact is that you
cannot put a meter on the relationship between increased advertising and increased sales. If you
could, (ad) agencies would charge by how much they have increased sales, not by how much
media space they have purchased.”



—James B. Twitchell, Adcult USA

(Columbia University Press, 1996)

One giant aircraft manufacturing company, to look at the effectiveness of heavily advertising an in-
house computer service through one of its subsidiaries, conducted a survey to find out how its 100
newest customers had found out about it. The results: 13% of these new customers came because
of the advertising campaign, 23% because of sales calls, 56% signed up because of
recommendations of other satisfied customers and professionals in the field and 8% weren't sure
why they had chosen that computer service.

This is actually a fairly common survey result. Yet, as we can see from their bloated advertising
budgets, very few companies act on the information. If they did, they would obviously budget funds
for promoting personal recommendations. Indeed, some businesses are apparently so unwilling to
believe what market research tells them—that personal recommendations work and advertising
doesn’t—that they run ads like the one on the following page.

It's not only large national corporations that are disappointed in the results of advertising. Local
retail stores that run redeemable discount coupons to measure the effectiveness of their advertising
usually find that the business generated isn’t even enough to offset the cost of the ad.

Despite this, supporters of advertising continue to convince small business owners that:

*The ad could be improved; keep trying (forever).

*All the people who saw the ad but didn't clip the coupon were reminded of your business and may
use it in the future. Keep advertising (forever).

*The effects of advertising are cumulative. Definitely keep advertising (forever).

But what about the favorable long-term effects of continuous advertising? Isn't there something to
the notion of continually reminding the public you exist? Dr. Julian L. Simon, of the University of
lllinois, says no: “[attributing] threshold effects and increasing returns to repetition of ads constitutes
a monstrous myth, | believe, but a myth so well-entrenched that it is almost impossible to shake.”

Using advertising to make your business a household word can often backfire; a business with a
well-advertised name is extremely vulnerable to bad publicity.

Take the Coors brewery as an example. Twenty years ago, after it had vastly expanded its original
territory and become a household word throughout much of the country with heavy advertising ($87
million of it in 1985 alone), the Teamsters’ Union waged a very effective consumer boycott against
it. In Seattle, a strong union town, less than 5% of the market now drinks Coors. The Coors of the
1960s, known primarily to its loyal customers in the Rocky Mountain states, where it had a third of



the beer-drinking market, was far less vulnerable to such a boycott.

Or how about the stockbroker E. F. Hutton, which spent many millions creating a false advertising
image: “When E.F. Hutton talks, people listen.” The image backfired spectacularly when Hutton was
caught engaging in large-scale illegal currency transactions. The many jokes about who really
listens when E.F. Hutton talks contributed to the dramatic decline of the firm, which was ultimately
taken over by another broker at fire sale prices. Similarly, the huge but little-known agricultural
processing company Archer Daniels Midland, headquartered in rural lllinois, made itself a
household name by underwriting public television programs. The public was well acquainted with
“ADM, Supermarket to the World,” by the time it became embroiled in a price-fixing scandal and
had to pay $100 million in fines. The moral of this little story is simple. If these companies had relied
less on advertising, their problems would have been much less of a public spectacle.

Sadly, many small businesses make sacrifices to pay for expensive ads, never being certain they
are effective. Sometimes this means the quality of the business’s product or service is cut. Other
times, business owners or employees sacrifice their own needs to pay for advertising. We think it's
far better to use the money to sponsor a neighborhood picnic, take the family on a short vacation or
put the money into a useful capital improvement to the business. As John Wanamaker, turn-of-the-
century merchant and philanthropist, put it, “Half the money | spend on advertising is wasted, and
the trouble is, | don’t know which half.”

REPRINTED BY PERMISSION: TRIBUNE MEDIA SERVICES
Why Customers Lured by Ads Are Often Not Loyal

Perhaps the worst aspect of advertising, one apparent to anyone who runs a retail store, is that
customers who respond primarily to ads don’t usually return. The same truth has been discovered
by magazines and publishing companies that rely heavily on junk mail solicitations to sell their
wares. The fact is that customers recruited through scatter-gun advertising techniques such as TV
spots, newspaper ads, direct mail, contests and unsolicited telephone sales rarely come back.

An example of this phenomenon familiar to most owners of small service-type businesses comes
from the experience of Laura Peck. She wrote to us that she used to advertise her assertiveness
workshops, but due to financial problems discontinued the ads. Instead, she started cultivating her
own community of friends and acquaintances for clients. Two years later, her business was thriving,
and she noted:

“When | advertised, | seemed to attract people who came because of the discount | offered. These
clients often did not return, would cancel sessions and generally were not repeaters. The people
who were most enthusiastic, most loyal, and continued with their sessions were almost always
clients who had been personally referred. Had it not been for the economics involved, | would
probably not have learned this important lesson: personal recommendation is the best advertising
there is.”

Why Dependence on Advertising Is Harmful

To an extent, advertising is an addiction; once you’re hooked, it's very difficult to stop. You become



accustomed to putting a fixed advertising cost into your budget, and you are afraid to stop because
of a baseless fear that, if you do, your flow of new customers will dry up and your previous
investments in advertising will have been wasted.

There are rare occasions, of course, when a particular ad can produce lots of business. It's as rare
in the small business world as catching a 30-pound lake trout off a recreational fishing boat or
winning a $100,000 jackpot at a gambling casino. The story of the great advertising success (the
“pet rock” fad of years ago is an extreme example) becomes widely known in the particular
community and is picked up by trade journals and sometimes even the general media. As a result,
many inexperienced business people are coaxed into spending money on ads. Overlooked in all
the hoopla is the rarity of this sort of success; also overlooked is what often happens to the person
whose ad produced the quick profits. Flash-in-the-pan advertising success may bring an initial influx
of customers that your business isn't prepared for. This usually has two unfortunate consequences:
many loyal long-term customers are turned off when service declines as the expanding business
stretches itself too thin, and most of the new customers will not be repeaters.

Mary Palmer, a photographer in San Jose, California, started her business with a simplistic but
traditional marketing strategy, advertising on her local newspaper’s “weddings” page. Palmer was
one of the first photographers in her area to insert an ad for wedding photos. She very happily took
in $12,000 during the prime April-to-August wedding season. The next year she advertised again,
but this time her ad was one of many. Not only did the ad fail to generate much business, she got
few referrals from the many customers she had worked for the previous year. Concerned, Palmer
called us for emergency business advice.

Visiting her, we found her business to be badly organized and generally chaotic. The overall
impression it gave was poor. It was easy to see why so few of Palmer’s customers referred their
friends, or themselves patronized her business for other occasions. Palmer was a victim of her own
flash-in-the-pan advertising success. Believing that “advertising works” had lulled her into the false
belief that she didn't really have to learn how to run a high-quality business. There wasn’t much we
could really tell her except to start over, using the solid business techniques and personal
recommendation approaches discussed in this book.

Palmer’s business is in direct contrast to Gail Woodridge’s, who also specializes in wedding
photography. Woodridge doesn’t do any advertising in the conventional sense, although she does
list her services widely in places likely to produce referrals, as discussed later in this chapter and in
Chapter 9. Her clients are primarily referred to her by wedding planners, bridal gown and flower
stores, friends, and former clients—people who know her and trust her to do a good job. Since this
approach has meant that her business has grown fairly slowly, she has had the time, and the good
sense, to make sure that the many details of her business are in order, including her office work
and finances, as well as her camera equipment, darkroom supplies and filing system.

Advertisers: Poor Company to Keep

It is estimated that each American is exposed to well over 1,500 advertising messages per day, and
that children see over 40,000 TV commercials a year. In our view, as many as one-quarter of all
these ads are deliberately deceptive. Increasingly, the family of businesses that advertise is not one
you should be proud to be associated with.

What a Marketing Expert Says About Advertising

“Increasingly, people are skeptical of what they read or see in advertisements. | often tell clients
that advertising has a built-in ‘discount factor.” People are deluged with promotional information,
and they are beginning to distrust it. People are more likely to make decisions based on what they
hear directly from other people—friends, experts, or even salespeople. These days, more decisions
are made at the sales counter than in the living-room armchair. Advertising, therefore, should be
one of the last parts of a marketing strategy, not the first.”

—Regis McKenna, The Regis Touch (Addison-Wesley, 1985)

Do you doubt our claim that a significant portion of advertising is dishonest? Do a little test for



yourself. Look through your local newspaper as we did one recent morning. Here are a few of the
ads we found:

*An ad for a weight reduction center that promises its clients will lose five, ten or 20 pounds a week.
True, some people just might shed some of those unwanted pounds, but how many will keep them
off for more than three months? According to Joan Price, in her book The Honest Truth About
Losing Weight and Keeping It Off, 90% of dieters regain their lost weight within one year. She
explains, “Sorry, folks, there’s no miracle way to block, burn, rub, jiggle, vacuum, melt or wrap fat
off our bodies. There’'s no magic pill, injection, cream or potion. If there were, don’t you think it
would make the front page of all the newspapers and medical journals instead of being buried in an
ad?” Nowhere in the ad is there a mention of permanent weight loss, because, of course, whatever
the method it won't work over the long term. If the ad told the truth, no one would use the service.

*Our friends bought their son a highly advertised remote control car for Christmas. It had just hit the
market, and our friends joined the long line at the checkout stand picturing the delight on their
child’s face Christmas morning. It was not clear to our friends from the ads that the car needed a
special rechargeable battery unit—and when they returned to the store a week before the big day
they were informed that the batteries were sold out and wouldn’t be available until after Christmas.
They went back week after week until finally, two months after Christmas, the batteries arrived. To
add insult to injury, the charger unit for the $50 car cost an extra $20.

*An ad that offers home security at a bargain price in big letters sounds like just the ticket to protect
your family, until you read the fine print. In very tiny letters the ad explains that the $99 price covers
only the standard installation and that an additional 36-month monitoring agreement is also
required. In addition, a telephone connection fee may also be required.
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We won't belabor the point with the many other examples we could cite from just one newspaper.
Obviously, whether you look in a newspaper, magazine or the electronic media, it is not difficult to
find many less-than-honest ads. Even if you advertise in a scrupulously honest way, your ads keep
bad company. The public, which has long since become cynical about the general level of honesty
in advertising, will not take what you say at face value. For example, suppose you own a restaurant,
and instead of extolling the wonders of your menu in exaggerated prose you simply state that you
serve “excellent food at a reasonable price.” Many people, cynical after a lifetime of being duped by
puffed-up claims, are likely to conclude that your food couldn’t be too good if that's all you can say
about it.
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One type of dishonest advertising is especially irritating because it's a bit more subtle and involves
magazines and newspapers that you might have respected before you discovered their policy. It
works like this: the publication touts the products and services of its advertisers in its news stories.
For example, some computer magazines have been known to favorably review the products of their
heavy advertisers, and small newspapers often fawn over the products and services of businesses
that can be counted on to buy space. Once you discover this sort of policy, everything the
publication reviews, even businesses that are truly excellent, is thrown into question.

Devious advertising is rampant in our culture; from “enhanced underwriting” of public broadcast
shows, featuring announcements that look identical to commercial television ads, to paid product
placement (inserting brand-name goods into movies and TV). And we have come a long way from
the dairy industry giving free milk to children at recess. Channel One, which gives participating
schools video equipment in exchange for piping ads into the classroom, is the tip of the iceberg.
Corporations have begun writing the very lesson plans themselves.

Thirty years ago, a study done for the Harvard Business School made clear how the American
public felt about advertising: “43% of Americans think that most advertising insults the intelligence
of the average consumer. 53% of Americans disagree that most advertisements present a true
picture of the product advertised.” The chief reasons for hostility to advertising are that it is intrusive
and patronizing (73%), morally objectionable (50%), and false and misleading (36%). That the
judgment of the general public about honesty in advertising has not improved is demonstrated by
this quote from the October 1983 issue of Advertising Age:

“Industry studies repeatedly show the image of advertising very close to the bottom of the ladder in
comparison to other professions. A study presented at a recent industry conference shows
advertising professionals next to last—just above used car salesmen.”

Let's take a minute to look at the advertising slogans of some of America’s most prominent
corporations. While the advertising business considers the following slogans “good” advertising and
not dishonest hype, ask yourself, is this good company for your business to keep?

*Bayer works wonders

*Come to where the flavor is (Marlboro)

*With a name like Smucker’s it has to be good
*You can be sure if it's Westinghouse

*We build excitement (Pontiac)

*Quality is Job 1 (Ford)

*You asked for it, you got it (Toyota)



«Just do it (Nike)
*It's a Maalox moment

We've all heard these slogans or ones like them for so many years, and they’re so familiar, that we
have to concentrate to even hear them and really pay attention to understand if they are hype or
simply not true. And more of them bombard us every day. You can undoubtedly think of many more
with no trouble at all.

People are apparently so sick of advertising hype that occasionally even counter-advertising is
successful. Bernie Hannaford, who runs a diner named “The Worst Food in Oregon,” was quoted in
USA Today as saying: “I'm a lousy cook, and my father always told me to tell the truth, no matter
what.” Signs outside invite diners to “Come in and sit with the flies!” and warn, “Food is terrible—
service is worse.”

RETURM TO
SEMDER

“ANTI-ADS” FROM ADBUSTERS MAGAZINE

Honest Ads

Lest you become completely discouraged about the possibility of a better standard of honesty in
advertising, there is hope. At least two nations, Japan and Sweden, encourage honesty in their
advertising. In neither country do ads have “fine print” that contradicts the main message, nor do
they permit the sorts of puffery and hype we are used to and which all too often amounts to little
more than lying.

Japan’s tradition of honest advertising is a long one. In the first century A.D., Chinese visitors were
so impressed with the honesty of Japanese businesses that they recorded it as a main attribute of
their culture. This 2,000-year-old history of honesty is today reflected in many details: restaurants
display samples of their food in the window and quote prices in round numbers, including sales tax
and tip. If you see an 800-yen price advertised for an item, it is the total price you pay. Nolo’s
Stephanie Harolde, who lived and worked in Japan, adds that Japanese businesses never put
down their competitors or used comparisons that intimated their product was better than the
competitors’.

In Sweden, whose culture is closer to our own, there has been a more deliberate political decision

to foster truthful advertising. In that country, it has been against the law since the early 1970s to be
deceptive in advertising. To accomplish this, the government not only extended its criminal code to
proscribe deceptive advertising, but also formed an administrative agency to enforce the law. As a
result, the Swedish people now strongly defend the integrity of their advertising; perhaps someday
we, too, will be proud of our advertising.

Deceptive advertising is technically illegal in the United States, but enforcement is minimal. The
legal standards for advertising are discussed in The Legal Guide for Starting and Running a Small
Business, by Fred Steingold (Nolo).



We mention the Japanese and Swedish use of advertising to urge that, should you ever decide to
advertise, you be sure your advertisements are scrupulously honest and that they are as distinct as
possible in style, content and location from the general run of other ads. For example, if you limit an
offering in a print ad in any way, do so in print as large as the offer itself. If you advertise a service,
don't overstate the likely beneficial result of using it, and include a warning as to any risk.

Listings: “Advertising” That Works

“Hey, wait a minute,” you may be saying. “Advertising may not be as worthwhile as it's cracked up
to be, but many types of advertising do work for small businesses.”

The types of “ads” that often work for small businesses include the telephone Yellow Pages,
business directory listings, flyers posted in laundromats, and “notification” type ads placed in all
sorts of appropriate locations, from free “penny saver” newspapers to, in the case of a restaurant
with late evening hours, the program of the local symphony.

We make a major distinction between these types of small scale ads and traditional print and
electronic advertising. In fact, we prefer to call these sorts of notices, whether paid for or not,
“listings.” One good rule to distinguish the two is that a listing is found where people are looking for
it. An ad, on the other hand, like a billboard in front of some lovely scenery or a deodorant
commercial in the middle of an engrossing TV show, is usually intrusive and often annoying.

Another aspect of advertising, but not of listings, is that advertising agencies get what amounts to a
kickback for selling an advertisement: they make most of their money from the discount the media
offers only to them. For example, an ad agency might sell you an ad for $100,000 and then buy
media time for $85,000. If you list your business in the Yellow Pages, even using a large ad, you
and the ad agency are charged the same rate. In other words, listings almost never have an ad
agency discount policy.

We strongly encourage the use of listings. Indeed, for most businesses, they are essential—
particularly for businesses that people use primarily in an emergency—for example, a drain
cleaning service, a plumber or a locksmith. Listings in the phone book Yellow Pages and, where
appropriate, the Silver Pages for seniors and ethnic Yellow Pages are invaluable.
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A PAGE FROM COMMONDGROUND, A DIRECTORY OF BUSINESSES INVOLVED IN
PERSONAL TRANSFORMATION.

In a few instances, the concepts of listing and advertising have all but merged. For example, in
many areas of the country, Wednesday is traditionally the day grocery stores put items on sale.
Thrifty shoppers therefore check the full-page lists (ads) of items for the best bargains. In our view,
this sort of advertising qualifies as a listing as long as it is placed where consumers normally check.

Similarly, in the computer software business, a great deal of software is sold at discount prices by
companies that regularly advertise their wares in computer magazines. The ads feature, in very
small print, long lists of available software. Sophisticated customers know to check these listings
first whenever they need software, because the prices offered are usually lower than retail stores.

The Chamber of Commerce, employment and rental agencies, professional newsletters, magazines



and journals, and special interest books, such as those geared to the writer or photographer, are
commonly accepted places to list goods or services. And in some instances, newspapers have
developed such strong special interest sections that it also makes sense to list one’s services there.
For example, a travel agency specializing in charter flights to Asia might place a list of prices in the
Sunday travel section. Similarly, small community newspapers exist primarily thanks to local
advertising, which usually consists of listings of goods and services. Many merchants find that this
type of listing does produce good results. Local schools and theatre groups also depend on the
support of the business community. We consider those kinds of ads as listings of the best sort.

In this vein, we have long been associated with the Common Ground directory, a very successful
cooperative enterprise that publishes information in newspaper form about businesses involved in
personal transformation. Interested people subscribe or pick up a copy at coffee shops, health spas
or wherever the businesses listing in Common Ground feel it is appropriate to leave a stack of
papers. Since distribution is taken care of by the people who list in the directory, the paper has an
uncanny ability to be located exactly where people who are interested in the services listed are
likely to find it.

Nonprofits face the same challenge that for-profit businesses do: they need to tell as many people
as possible about the service or product they provide. The Palo Alto, California, Information &
Referral Service has come up with a clever way to disseminate a lot of information in a convenient
package. It puts out an easy-to-use directory that lists some 200 local agencies and organizations
and gives the Service’s number for further information.

It's important also to realize that listing can take lots of forms other than paid space in publications.
For example, in many areas, if your cat or dog runs away from home, you list this fact as poignantly
as possible on the corner telephone pole or fence post. This sort of listing is so common that if
someone in your neighborhood finds a pet, she is very likely to check out that same pole or fence.
In rural areas all kinds of information is posted in this way. When Salli was out on a walk along her
country road recently she noticed a cardboard sign nailed to a pole: “Warning! Don’t buy! Carl
Chase [not his real name] delivers wet wood and won't return deposit. Ex-buyer.” There is nothing
new about this. The Romans used to paint information about upcoming gladiator fights on the walls
of buildings, and the Greeks posted important notices on rotating columns at busy locations.

For home service businesses such as chimney sweeping, babysitting and house sitting, the
laundromat bulletin board is where many people look for help. Colleges and universities are a good
source for language schools, tutors, dance instructors, typists and roommate referral services. In
rural areas, being listed on the Farm Trails Map (a guide for visitors interested in buying agricultural
products) is one of the most important marketing tools for people selling fruit, nuts, vegetables,
livestock and Christmas trees. And artists who live in a certain area will print a map along with a
short description of their work and host “open studio” weekends. Motels and bed and breakfast inns
are good places for many small businesses to be listed as part of the establishment’'s recommended
services. No matter what your business, there are sure to be many excellent places to list its
availability at low cost.

Chapter 2. Personal Recommendations- the First
Choice in Marketing

Overview

It is the thing you look for, ache for.
—Charles Glenn, Orion Pictures

We hope we have succeeded in getting you to think about the dubious value of advertising for your
business, if you hadn’t already independently arrived at this conclusion. Now it's time to talk about a
marketing strategy that does work: personal recommendations. In our view, promoting personal
recommendations is a superior, yet often overlooked, strategy to attract and keep customers.

The idea of people making recommendations to other people is so familiar to us that it often takes a
big stretch of the imagination to understand what a significant factor it can be in improving the
profitability of your business. Most business owners have no idea just how powerful this tool is
because they don’t know how to use it efficiently. Yet ask yourself how many of the interesting



people you have met, places you have visited, and more to the point, high quality small businesses
with whom you have had positive relationships, have come to you from friends who cared enough
to tell you about them.

Cost-Effectiveness

The overriding reason why personal recommendations are a better source of new customers than
advertising is that they are more cost-effective. Monetary success in business obviously comes
from selling a product or service at a price that substantially exceeds your cost to provide it. The
three main costs involved in doing this in any business are:

*Providing the product or service the customer wants,
*Getting new customers, and
*Getting repeat business.

Notice that two out of three of these categories have to do with attracting customers. If you can
accomplish both of them at a reasonable cost, your business should prosper.

Clearly, the customer who is referred comes to you at a lower cost than the one who sees an
advertisement. In addition, as we will discuss in more detail below, a customer who is referred to
you is both more likely to return and more apt to tell a friend about your business than is the person
who responds to an advertisement. To better illustrate this point, let's look at some businesspeople
who have prospered using a personal recommendation marketing strategy.

Sam DuVall, who conceives of eating places as theatre, has owned very successful restaurants:
The Ritz Cafe in Los Angeles and the Elite Cafe in San Francisco. The Elite Cafe was one of the
first places in Northern California to serve New Orleans cuisine. Money was invested in good food,
good service and in creating a unique ambiance worth talking about, not in advertising. DuVall
neither advertises nor does any paid promotion in the conventional sense, yet the Elite Cafe has
been packed every night for years. When asked about his success, DuVall said, “Nothing works as
well as word of mouth. People believe in it.”

The equally famous and exclusive Los Angeles restaurant, Ma Maison, takes an anti-advertising
stand still further, refusing even to list its phone number in the Yellow Pages and totally depending
on personal recommendations to produce customers. And should you doubt this sort of marketing
approach can be successful except for the most exclusive of restaurants, there is TGI Friday’s, an
estimated $500-million-grossing restaurant chain that is part of the Carlson Group (started in 1965
in New York) that caters to singles. According to a July 1985 piece in Inc. magazine, Friday’s “has
marketed itself successfully without spending a dime on advertising. And that is not likely to
change . . . [According to the founding President Dan Scoggin] ‘if you're performing by a standard
of excellence, you don’t have to advertise. People know and they’ll tell their friends. If you're a
restaurant that is advertising, you must be mediocre.™

Substituting personal recommendations for advertising doesn’t mean that you do nothing but hope
that your customers will tell others about your business. In fact, for most businesses, encouraging
positive word of mouth is an active and ongoing endeavor involving the creation of a marketing plan
that goes to the heart of the business. For example, the Caravan Traveling Theatre Company of
Armstrong, British Columbia, relies heavily on personal recommendations to promote its shows. As
they travel from town to town in covered wagons pulled by Clydesdale horses, this naturally colorful
group attracts a lot of attention and creates good publicity in an honest, fun way.

The Caravan Company doesn't, however, just rely on this sort of attention. At the end of each
performance, the cast asks members of the audience to encourage their friends in the next town
(they schedule shows in towns reasonably close together) to attend. Often, audience members get
so excited about the show that they not only call their friends but arrange to join them at the next
stop to enjoy the show with them.

The movie industry is one of those most obviously affected by personal recommendations. Even
though well over a billion dollars is spent every year on promoting new movies, people talking to
people is what really counts. According to Marvin Antonowsky, head of marketing for Universal
Pictures, “word of mouth is like wildfire.” This point is well illustrated by the number of low-budget
movies that have succeeded with little or no advertising—and by the number of big-budget flops.



Like the movies, book publishing is another industry where lots of money is traditionally spent on
advertising but can’'t begin to compete with the power of friends telling friends about their
discoveries. A few years ago, The Road Less Travelled, by psychiatrist M. Scott Peck, was just
another psychology/relationship book languishing on bookstore shelves. Then a few people read it,
told their friends, and started a chain reaction that’s still going on. Today there are well over two
million copies in print.

The two people most responsible for spreading word of the book were one of the publisher’s sales
representatives, who was so impressed that he insisted that book buyers at stores read the book,
and a teacher in Buffalo, New York, who gave copies to teachers and ministers she knew. As a
result, two churches invited the author to speak, the local bookstore began selling hundreds of
copies, and the publisher (Simon & Schuster) took another look at the book. A promotional tour
boosted sales, which have kept rising. The author has since published a teaching guide to the
original book and a new book expanding on the ideas in The Road Less Travelled.

Overcoming Established Buying Habits

Personal recommendations are also one of the best ways to overcome a big hurdle for a business
that wants more customers: the tendency of people to patronize the same businesses over and
over. The average number of significant monetary transactions (not counting newspapers, carfare,
etc.) for a family in the United States is about 65 per month. This means that if you are typical,
someone in your family opens a wallet, writes a check or hands over a plastic card 65 times each
month to pay for something. For most of us, the great majority of these transactions are conducted
with people we have done business with before. Consider your own habits. You probably tend to
repeatedly patronize the same dry cleaner, hardware store, dentist, plant nursery and exercise
facility. If you're like most people, it takes a substantial nudge to get you to change one of these
business relationships.

Given the fact that most people are fairly stable in their daily business patterns, how do you
encourage a significant number to give your business a chance? Or, put more concretely, how do
you get people to try your stress reduction class, law firm, laundromat or the new computer you are
selling out at the shopping center? Personal recommendations are the answer.

Overcoming buying habits is difficult. However, once you realize that the majority of people locate a
new product or service based on personal recommendations, not advertising, you have at least half
the battle won. To win the other half, you must make your loyal customers, employees, suppliers
and friends an integral part of your marketing plan so that your business will be recommended
enthusiastically and often.

Basing Your Marketing Plan on Personal Recommendations

Once you have decided to base your marketing plan on personal recommendations, your next job
is to understand why people go out of their way to recommend certain goods and services and not
others. What gets them motivated to sing the praises of a business they think highly of? Have you
told a friend about a particular business—perhaps a seamstress, gardener, dentist or cheese
store—in the last six months? What were the things about each of these businesses that caused
you to recommend them?

Most of this book is devoted to analyzing these kinds of questions. But the answers can be
summed up as follows: if your business is truly worthy of being recommended, you will be able to
answer all or most of the following questions in the affirmative:

*Is your business running smoothly on a day-to-day basis?
Are your financial records in order and up to date?

*Are your employees knowledgeable about your product or service and enthusiastic about working



for you?
*Do you offer top-quality goods or services?

Do your customers have confidence that if something goes wrong with the products or services
you sell, you stand behind them?

Just the simple exercise of asking and answering these few questions may prompt you to make
changes in your business. And the rest of this book should help you implement changes that will
really allow you to take advantage of personal recommendations.

Before we deal with the many practical techniques you can use to encourage customers to
recommend your goods and services, it's important to understand the elements that go into a
positive recommendation. To succeed in the long run, a marketing campaign based on personal
recommendation must be in tune with all of them.

Trust

Before you accept a recommendation from someone, you must trust his or her judgment and
integrity. Dr. Sidney Levy, Chairman of the Marketing Department at Northwestern University,
explains it this way: “More personal than advertising and smacking of ‘inside’ information, word of
mouth can be a uniquely powerful marketing tool. If somebody you trust suggests something is
meaningful, that is more important to you than information presented in an impersonal way.”

A good example is when a friend goes out of his way to introduce you to someone. Such
introductions are explicit or implied personal recommendations, and most people are careful about
making them. When you are on the receiving end of one, you evaluate the person making the
introduction as carefully as you do the person being introduced. For instance, think of three people
you work with and then imagine that each recommends a different pilot (none of whom you know)
to take you up in a small plane. Who would you be more likely to go with? Would you go with any of
them? How much would your choice be influenced by the person doing the recommending?

Backing Up a Good Recommendation With Information

We must also consider whether or not our friends know what they are talking about when they
make a recommendation about a business. One friend, Walter, once ordered bouillabaisse, tasted
it, made a face and quietly sent it back, complaining it “tasted fishy.” Did he confuse bouillabaisse
with borsht? Would you take seriously his recommendation of a seafood restaurant or fish market?

Another friend, Linda Richardson, spent three months traveling around the U.S. and Asia studying
coffee roasting methods in preparation for starting her own coffee shop. Linda knows more about
coffee than anyone else we know, so when we took a trip to San Diego recently, we tried out her
favorite shop. The espresso was great, as we knew it would be. The difference between Walter's
and Linda’s ability to make reliable recommendations is obvious. Linda knew her coffee. Walter did
not know his fish.

Finally, think for a minute about how many people you know who almost always steer you
accurately, and others who sound off on every subject whether they know anything about it or not.

Responsibility

Because of the nature of friendship, personal recommendations carry with them a degree of
responsibility for the outcome. If a friend recommends someone who turns out to be untrustworthy,
it can deeply strain the friendship, and your friend must make a sincere attempt to make the
situation right or risk eroding your friendship.

Obviously, carelessly recommending a business can also strain a friendship. Imagine your feelings
if a friend recommended a carpenter who tried to jack up the price in the middle of the job, or a
computer consultant who screwed up your payroll system and then disappeared two days before

payday.
And if a product or service you recommend to someone doesn’t work out, it's not always clear what
you can do to deal with your friend’s hurt feelings. For example, if your favorite hairdresser gives

your mother-in-law a frizzy permanent, you will probably hear about it for years, whether you buy
her a filet mignon dinner or not.

Given the responsibility that goes with making a recommendation, people will not recommend your



business unless they feel confident in it. As a direct consequence, your business policies and
practices concerning errors, mistakes and problems are of great concern to your customers who
make recommendations. They will recommend your business only if they can really trust you to
stand behind your product or service should something go wrong.

When Not to Rely on Word of Mouth for Marketing

We come now to an important warning about the power of word of mouth. There is an extremely
good reason why many American businesses may not want to adopt a marketing plan based on the
sorts of things we discuss in this book. This reason is simple. Word of mouth is just as effective in
getting out the bad news about a business as it is to spread good tidings. In fact, the Ford Motor
Company estimates that a dissatisfied car owner tells 22 people, while a satisfied car owner tells
eight.

These figures may be going up; with the Internet, it is easy for knowledgeable people to complain to
tens of thousands of other people—and they do.

Certainly, if your product or service is no better than average, you should put down this book and
avoid like the plague a marketing plan based on word of mouth. Businesses with average or
negative attributes succeed only if they rely on such things as extensive advertising and high-rent
locations. Such is often the case with businesses that cater to (or prey upon) tourists. For example,
in Boston's wharf area, there are numerous restaurants that Bostonians sneer at but unsuspecting
tourists are eager to patronize. Many visitors don’t know any Bostonians and don’t have the benefit
of the natives’ negative word of mouth. They don’t know that when they trustingly order local
lobster, far from getting a freshly-caught crustacean, they are being served lobster fresh from the
freezer.

Even a media blitz won’t save an inferior product from bad word of mouth in the long run. Two
products come to mind when we think of expensive national TV advertising campaigns that initially
touted poor quality merchandise successfully to gullible viewers but were eventually destroyed by
word of mouth. One was a miniature fire extinguisher, about six inches long, designed to be placed
near the kitchen stove, and the other, an aerosol can of air used to inflate flat tires. Neither product
worked in an emergency, as promised in the ads. In each instance it took about six months for
enough people to buy them, rely on them in an emergency, and tell their friends what rotten
products they were. The advertising continued, but word of mouth was so powerful that both
companies were soon out of business.

We've also found, after years of giving marketing advice to small businesses, that it's bad practice
to help a business devise a marketing plan to encourage personal recommendations unless it can
handle more customers. Even if your business is in decent shape, it may still not be run well
enough to handle the expansion that a marketing plan based on personal recommendations will
bring and still maintain its quality. When a business is not ready for expansion, a large influx of new
customers can easily produce a waking nightmare complete with dissatisfied customers, low
employee morale and general frustration at not being able to provide good service. Naturally, when
this happens, customers will tell their friends, and a downward business spiral begins.

A dramatic example of this phenomenon occurred when The Last Whole Earth Catalog (Random
House), a publication that reviewed thousands of high-quality products designed for simple living,
sold over a million copies and produced a huge upsurge of orders for some of the products
reviewed. When a year later the catalogue was updated, the names of dozens of businesses that
had failed in the interim had to be omitted. In a significant number of instances, the reason for
failure was that the business didn’t know how to cope with the large volume of new orders.

Marketing Without Advertising Checklist

1.My product or service is up to date and is the best it can be.



2.1 have an open, visible, understandable and very generous recourse policy.

3.1 can clearly describe my business and so can most of my clients, suppliers, friends and
employees.

4.My pricing is clear and complete and tells customers what they need to know about my level of
expertise and my target clientele. The price allows them to tailor elements to their needs.

5.My business is open in its financial information, management policies, physical layout and its
operating functions.

6.My clients know as much as they want to know about my product or service, including the ways it
is outstanding and unique. Referrals and evaluations from other respected people in the field as
well as from customers are easily available.

7.0Id clients and others who have lost track of the business can easily find it in countless listings
and reference materials, and through neighbors and business associates.

8.1 have a complete list with mailing addresses and phone numbers of my current and former
clients as well as my suppliers, friends and interested parties. When relevant, referral sources are
noted.

9.1 have a current calendar of marketing events and regularly schedule activities of interest to which
| invite my customers and other appropriate associates. Everyone who attends feels a part of my
community when they leave.

10.1 know how big | want my business to be and am prepared to handle growth created by my
marketing. | am prepared and alert to cutting it off whenever a new customer gets better treatment
than an old client.

Chapter 3: The Physical Appearance of Your
Business

Overview

Most of us give the physical appearance of our business a great deal of thought—at least at the
beginning. Signs, packaging, window displays and office layout are all given great attention.
Unfortunately, as the months turn into years, we tend to develop sloppy habits. Window displays
that were once cleaned weekly and redone monthly now stay up a couple of weeks longer and are
rarely cleaned in the interim. Employees who were once required to look fresh and clean now
sometimes work in T-shirts and raggedy jeans, and no one has gotten around to fixing the dent in
the delivery truck or thought to run it through a car wash.

While the graphic presentation (especially packaging, promotional material and listings) of most
businesses improves with time, carelessness almost always creeps into other areas. Sloppy
storage areas and restrooms, messy bookshelves in offices, boxes of files piled in inappropriate
places and half-dead plants in the corner of the office are all things that a business owner may
hardly see, but are sure to turn off customers. If this is what it looks like in the visible parts,
customers wonder, what might lurk in the file cabinets and drawers hidden from view? And more
important, who can have confidence in the skill of management?

Whether you are about to open a business or have been in operation for some time, review all of
the key elements of the appearance of your business. Pretend to be a customer and ask yourself
whether the appearance of the business would inspire your trust. If you feel you are just too close to
your business to really see it with fresh eyes, elicit the help of a friend, or offer to check out another
business in exchange for getting an assessment of your own.

Keep in mind four goals for your business’s appearance:
«It should conform to, or exceed, the norms of the business you are in.

*It should be squeaky clean.



«It should have an appropriate smell.

eIt should be uncluttered.
Conforming to Industry Norms

When your business’s appearance isn’'t what your customers expect you risk making them
uncomfortable—even when the divergence improves the look of your business. Customers have a
fairly clear image of what most businesses “should” look like. If they don’t know it from their own
observation, they rely on movies, television or magazines for models.

When they encounter a business that doesn’t conform to these ideas, they feel dissonance, the
sense that something is out of whack, out of balance. It's an uncomfortable feeling that many
people won't be able to verbalize; they just know something is wrong.

The point is simple. If you give your customers something that they don’t expect, it is essential that
you examine how they will react to this divergence. In retailing, for example, a large amount of
densely-packed stock is generally associated with low prices, while widely-spaced stock conjures
up images of high price tags. A clothing store such as Ross’s, displaying racks packed with clothes,
is presumably cheaper than a store such as Comme des Gare ons, of San Francisco, Tokyo, Paris
or New York, where each display features a very limited number of items. By tinkering with these
customer expectations, you risk creating confusion. A customer shopping in a jewelry store that
offers a few items, widely spaced, would very likely find low prices disconcerting and might wonder
if the pricing were wrong, the goods were fakes, or worse yet, stolen. Disconcerting customers a
little is by no means always bad. The store selling bargain jewelry in an uncluttered atmosphere
might well prosper, assuming other marketing techniques were used to reassure the customer.

Carefully planned deviations from the norm can be effective. For instance, an inexpensive
restaurant can emphasize widely-spaced tables and a quiet atmosphere if this deviation from the
expected is clearly understood, as might be the case if it used a name such as “Beggar’s Banquet.
Similarly, an uncluttered discount appliance store which displays a relatively small amount of
merchandise works fine if it clearly communicates to customers that the appliances displayed are
samples and orders are filled from a nearby warehouse. Consumer Distributing, a discount retail
hard goods chain, uses this model.

Many types of businesses traditionally have miserable surroundings. Auto scrap yards are an
extreme example; many laundromats are another. This is almost certainly one of the reasons why
many small yards have failed in the last few years. Customers will no longer put up with greasy,
dangerous surroundings. If the appearance of businesses like yours is poor, rising above the
industry norm is an essential part of building customer trust. An example of a business that exceeds
the industry norm is an optometrist who has a clear, meaningful display in the window instead of the
usual pile of empty eyeglass frames and faded photos of models wearing last year’'s sunglasses.
Another is a plumber with a clever and educational window display featuring different types of pipes
and fittings instead of a couple of pink toilets. Similarly, auto repair shops with clean offices, waiting
areas and spotless restrooms are a welcome improvement over the usual dirty, battered-looking
garage waiting areas we have all come to dread.

Professional office waiting areas provide another example where standards are commonly low. A
doctor, dentist, architect or lawyer who has a well-designed office with comfortable furniture, often-
changed educational displays and materials about the particular area of practice, as well as a broad
selection of magazines less than six months old, is still a welcome exception to the norm. Many
Nordstrom’s department stores make their atmosphere more pleasant than most retail stores by
inviting local piano teachers to play a grand piano in their high fashion departments. It's good for
the teachers, too, who can give out their cards.

Going beyond industry norms and communicating the improvements to your customers should be a
goal in any good marketing plan. The upholsterer across the street from our office, who currently
displays two beautifully restored art deco chairs in his window instead of the more typical pile of
fabric (which tells us nothing about the quality of his workmanship or his specialties), is a good
illustration. And then there is a travel agent we know who decided that the usual run of travel
posters was simply a bore and instead displays (and changes monthly) period costumes of the
country he is featuring. In this regard, one of our favorite store windows is Campus Shoe Repair in



Westwood, California, near UCLA. It displays a mechanized cobbler resoling a shoe, along with
miniature replicas of a football, baseball glove, boots and other items the proprietor can fix.

In the course of our work, we have been asked to go into a lot of business settings and suggest
changes. Indeed, we have done this so often that it has become almost second nature to walk into
a business and mentally redesign it. Perhaps you, too, have been tempted to do this. If not, why not
begin? Think about how you would improve the appearance of the next ten businesses you visit,
keeping in mind that your redesign plan should work with, not against, industry norms. Once you
get adept at this, apply the lessons you have learned to your own business.

British Airways wanted to keep customers happy, so asked regular customers on the transatlantic
run what they most wanted. The answer was an overwhelming “leave us alone and let us sleep!”
Passengers wanted their own comfy universe, and they got it. British Airways first-class passengers
currently dine on a five-course meal with fine linen and candlelight in the waiting lounge before they
board the aircraft, and then it's to sleep right after take-off.

The seat reclines almost to horizontal—as close to a bed as you can get. The airline lends you a
two-piece running suit that is like a nice pair of pajamas and provides you with a comforter and face
mask. If you don’t want to sleep, you have your choice of movies at your own seat and an in-flight
banquet.

Fantasy: A Growing Part of Retail Marketing

For many centuries there has been a trend to mix fantasy and product sales. Today, the trend has
grown to such an extent that all businesses need to think about fantasy—especially when
considering a business’s appearance.

Medieval trade fairs in Europe and West Africa had clowns, dancers, musicians, puppets and
storytellers to create a festive atmosphere. The fantasy that these entertainers were trying to create
was “paradise.” Today, businesses create fantasies that stimulate demand for their products.

We have fantasies in the form of physical locations; Disneyland is a good example. Disneyland has
a fantasy turn-of-the-century Main Street, jungles and underwater worlds.

Many retail stores go directly for a Disneyland-like reproduction. Banana Republic clothing stores,
for example, have jungle or desert decor. Store windows are usually fantasy-land creations on a
miniature scale. Many retail business interiors are sketches of a fantasy, with images and artifacts
on the walls and in the aisles.

Restaurants often invoke a fantasy atmosphere, whether is it is Olde England with leather benches,
wooden beams and imitation pewter mugs or a Polynesian island with bamboo, fish nets and
tropical paintings.

Many direct-mail catalogues are 100% fantasy creations. They show people in landscapes and
exotic settings with distinctive clothing and accoutrements for sale.

The growth of direct-mail catalogues in the past two decades has played a role in accelerating the
active use of fantasy in business. There are many cases of catalogues that paved the way for retail
stores in keeping with the catalogue’s fantasy theme, from Smith & Hawken and Crabtree & Evelyn
to Victoria’s Secret and The Sharper Image.

In traditional businesses, it is hard to know how much fantasy to invest in. A law office that has a
modest investment in shelves filled with law books (rarely used anymore, in the electronic age) and
high-back leather chairs is better off than a similar office that resembles a sterile dental office. But
putting a large investment into maple burl paneling, a fireplace with a real fire and a courtroom
railing might not be justified.

A new business based entirely on fantasy, such as a multimedia production company, needs to put
a significant investment into the fantasy appearance of the workspace. Fantasy is the industry norm
in this emerging field.

No existing business is exempt from thinking about the fantasy aspect of business. Whole new
businesses are being created out of the consumer’s immense appetite for new fantasies.

We can expect to see marketing in the future where the customer who fantasizes being an
academic can order an entire cozy, academic reading room with a complete wall of books,



bookshelves, framed prints for the wall, a leather chair, reading lamps, Persian carpets, suitable
clothes, pens, eyeglasses and videotapes with information and suggested conversations for the
would-be academic.

Our favorite recent example of a business that fully comprehends the notion of fantasy is in Tokyo
(always the leading edge in marketing) near Roppongi Corner. This retail store was named after an
imaginary island with an imaginary culture. In the store is everything one could buy on a trip to this
island: clothes, sandals, jewelry, fabrics, art pieces for the wall, furniture and incense. The design of
everything was perfect to the last detail and was a synthesis of elements from Southeast Asia. All
the pieces for sale are custom-made for the store.

Whatever your business, it is worth thinking about the fantasies concerning your product or service
that would support additional sales. Think boldly, because we are in an era of bold immersive
fantasies. Doctors, lawyers, chimney sweeps and taxi drivers are not immune to this emerging
marketing trend. We have already seen doctor’s offices that feel like a science lab, sell books,
videos and magazine subscriptions about their specialties, including toy medical equipment and
hospital uniforms—all done with style and professional dignity. We already know of taxi drivers who
drive outrageous classic cars, sell models of their vehicle and offer photos of the passenger sitting
in the driver’s seat, properly attired.

One client, Terry Miller, a women'’s clothing designer and manufacturer whose business is based in
San Francisco (the Terry McHugh store), had been selling to major department stores for many
years. Finally, she grew tired of having to produce a high volume of top quality goods under tight
time pressure on a slim profit margin and then wait months to be paid. Sensibly, Miller decided to
cut back on department store sales at the same time she opened the doors of her manufacturing
studio to customers and developed a direct sales business. Unfortunately, her direct sales business
took off with all the pizzazz of a cold turtle.

Convinced that her direct sales concept was a good one despite the poor results, Miller called in
one of the authors for a consultation. When Michael visited her manufacturing studio, he realized
immediately that the physical setup was not what most people would expect from a top-of-the-line
design studio. Too many details conflicted with the romantic popular image of what such a business
should look like. People see these images in movies and on TV. For example, the women sewing
the garments had unattractive piles of cloth and racks of hangers next to their stations, the design
table was cluttered with books, papers and the occasional abandoned coffee cup. Worst of all, the
finished clothing hanging on the racks in the work space displayed price tags.

Michael recommended that Miller redesign her studio to conform more to her customers’ image as
seen on TV and in the movies. Miller agreed to give it a try. She brought in several mannequins,
which she draped with a design the women were currently sewing. She also displayed elegant
sketches and pattern swatches on the walls near the design table, cleaned up the table itself and
created a little sitting area complete with the new editions of high-fashion magazines such as
Vogue and Elle. Most important, she removed price tags from the garments in the work room; only
the clothing in a separate sales room was tagged. Miller also kept the boxes used to ship clothing to
stores such as Bloomingdales and Saks stacked prominently in the workroom. Direct sales doubled
in two months and doubled again in four.

Later she moved to a retail store that has a design and manufacturing section that could have come
from anyone’s fantasy of what such a set-up should look like. Her business is booming, and she’s
looking to expand.

Cleanliness



Cleanliness is crucially important in all businesses, and is perceived by the public as a measure of
management competence. Despite this, most businesses, whether retail, wholesale, restaurant,
consulting or professional, are not clean. If you doubt it, think about how many businesses you
know that are spotless. Not very many, we bet. And those that do meet this high standard are
almost surely very successful.

Years ago, when gasoline stations were trying to attract customers, many displayed signs extolling
how sanitary their restrooms were. These signs often stated that the restrooms were for the
convenience of customers and if everything wasn'’t perfect to let the management know. Some
large oil companies even had strict national inspection programs to support their claims. Then along
came the gasoline shortage, and many gas station operators became so arrogant they forgot about
time-tested good business principles, including clean restrooms and friendly service. While there
are, of course, a number of complicated economic reasons why so many gas stations have failed in
the last few years, certainly one is that most are so poorly run that customers have absolutely no
reason to be loyal to them. Restrooms remain a good barometer as to how well a business is run.

By contrast, part of the phenomenal growth of several national franchises, including McDonald’s,
Supercuts and Midas Mufflers, is directly connected to their reputation for cleanliness. Before these
companies changed industry norms, many hamburger stands, barber shops and brake shops were
notoriously dirty. In each of these instances, the commitment to be extremely clean was powerful
enough to transform an industry.

Smell

Smell is such an important, but often overlooked, aspect of a good marketing plan that it's worth
focusing on in detail. Good smells can be an incredibly powerful part of the image of many
businesses—and inappropriate ones can ruin it.

The smell of disinfectant can be a positive attribute in a medical environment and a definite
negative in a bakery. Certainly the location of bathrooms and the resulting smells in a retail store,
coffee shop or medical clinic can influence clients very strongly. For example, the authors visited a
well-known luncheon restaurant that boasted great sandwiches accompanied by a fashion show,
but left after five minutes because they were seated close to the restroom, which reeked of
cleansers.

Peet's Coffee stores in the San Francisco Bay area are a famous instance of a business that owes
a large part of its success to a magnificent smell. Over 30 years ago, Mr. Peet opened a tiny
neighborhood stop to sell the coffee beans he imported and roasted on the premises. Coffee
drinkers could not resist the aroma of fresh-roasted coffee that permeated the immediate
neighborhood. When they ventured inside, they were met with a pleasant surprise—a little coffee
bar where they could enjoy a superior cup of coffee for a reasonable price. These and other
techniques contributed to Peet’s becoming the first extremely successful coffee store in an area of
Berkeley, California, that has since become famous as the first true gourmet ghetto in modern
America. The original Peet’s was the model for Seattle’s Starbucks in its early days. The many
coffee stores in our neighborhoods are there at least in part because Mr. Peet opened the windows
next to his roaster, and the customers flooded in.

Fine Design, which sells furnishings, antiqgues and sweaters in New York City, uses pine boughs to
fill the store with a pleasant aroma around the holidays. Although this technique may sound
obvious, we encounter very few businesses that use smell positively. Unfortunately, smells more
commonly detract from the atmosphere. Ice cream stores—because sugar and oil don’t smell
good—top the list.

Good smells aren't an effective marketing technique only for retailers. A real estate broker friend in
Dallas, Scott Park, is very successful in the residential market. One of his approaches is to fill the
houses he is showing with fragrant fresh flowers and to bake an apple pie in the oven at a very low
temperature for the four to six hours that a house is typically shown.

Similarly, in the Urasenke Tea School in New York, which teaches students the traditional art of
Japanese Tea Ceremony, the teachers wipe with a moist rag the tatami mats the students walk on,
to bring out the delicate bamboo-like fragrance of fresh tatami.

Clutter



Small neighborhood grocery stores traditionally have a problem with clutter, not only because they
are inefficiently designed to handle the high volume of incoming products but also because they are
often short of storage space. This is one factor that led to the success of 7-11 or Quick-Stop type
convenience stores, which feature an open, uncluttered look that is much more appealing to many
customers.

Cleanliness and lack of clutter aren’t only important to retail stores, of course. For example, one of
our editors recently reported stopping by the office of the company that delivered diapers for his
baby. The dirty, sloppy office looked like it belonged to a poorly run machine shop. Recordkeeping
was so disorganized that it took five minutes to find the correct account card. In addition, the
counter was dirty, the windows hadn’'t been washed recently and there was no display material,
publications or anything else to create a feeling that anyone cared about babies. Indeed, the whole
atmosphere was so disheartening that he cancelled the diaper service, even though the diapers
delivered to his house had always seemed clean enough.

Or how about a picture framing shop that, of all businesses, ought to be aesthetically pleasing. The
one down the street sports streaky windows behind which are piles of dusty frames and dull racks
of unassembled frames instead of framed artwork that would capture the attention of passers-by.

Nearby there is another marketing disaster—a store large enough to run ads on television—that
has for months had seven sloppy handwritten signs stuck to its glass door with yellowing scotch
tape. The signs aren’t even of the temporary “closed for vacation” variety; they appear to be
permanent. To make matters worse, the store sells eyeglasses!

In the late 1950s, Lawrence Ferlinghetti, well aware of the industry norms for small independent
bookstores, was determined to let his staff and customers know that their store wasn’t going to
have the typical dingy cave-like atmosphere. He built his idea into the name of his how-famous City
Lights Bookstore, which was truly a pleasant, bright and uncluttered store. His customers
appreciated this innovation. Today, this idea has been copied by bookstores nationwide, including
many of the national chains. Interestingly, it has most enthusiastically been adopted by a very
profitable three-store California business named A Clean Well-Lighted Place for Books, which
through its name elevates its inviting atmosphere to the position of the centerpiece of its marketing
strategy.

When Salli brought her new-to-her car in for its first tune up at the C&W Ford repair shop in
Sebastopol, California, she was surprised and impressed with how uncluttered and clean the shop
was. The place she had been taking her car to did a good enough job but always left her with a
slightly queasy feeling. The carpet in the waiting room was stained and full of lint, and the entire
office was grungy. She couldn’t quite see through the grimy window where they worked on her car.
The contrast was amazing. At the Ford company, every tool was in its place, the shop was open,
airy and clean and the office sparkled.

Now it's time for you to do some work. Look at your business as an outsider might, using the
checklist below to evaluate whether your business conforms to or exceeds industry norms, is truly
clean, smells appropriate and is free of clutter.

Evaluating Your Business’s Physical Appearance

Step 1. In Column 1, list the key aspects of the physical appearance of your business. We can’t do
this for you because there are thousands of types of businesses. To give you ideas, the following
chart contains a sample list of elements that apply to retail and wholesale businesses.

Step 2. In Column 2, rate your business on each of the elements you have listed.

Step 3. If a particular element in your business differs significantly from industry norms, make a
note of it and ask yourself if the positive reasons for this difference are clearly communicated to
your customers.

When you take a critical look at the physical appearance of your business, cleanliness will likely be
the item that comes up most often. That is why we emphasize it on the checklist. However, look at
the inside and outside of your place of business and pay attention to smells, clutter and how you fit
or don't fit with industry norms.

Physical Appearance That Develops Trust
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A crucial element in any good marketing plan based on building customer trust is a sound pricing
policy. Pricing is a key factor in determining your customers’ expectations. To use a somewhat
exaggerated example, a classy saloon that sells cognac for $3.99 and serves it in a plastic glass
will never be considered trustworthy. Similarly, a lawyer or architect who charges $30 an hour will
have a very difficult time convincing potential clients that she does high quality work.

Your pricing should:

*Be straightforward and easy to understand;

*Be complete, including everything a customer expects; and

*Give the customer reasonable control over the purchase transaction.

Let's look at each of these elements individually.
Straightforward and Easy-to-Understand Prices

It's important to make sure your pricing policy does not confuse or mislead your customers. The
price you state should reflect the total cost of the transaction. It should also be an honest one
considering all the circumstances of the transaction. For example, if you specialize in selling bulk

goods, your price per unit should go down as volume increases, at a regular and reasonable rate. A



produce market that offers grapefruit at “25 cents each or four for a dollar” is sure to drive away
customers. A customer may not do the arithmetic the first time he visits the store, but eventually he
will note that the retailer is misusing a standard marketing device by charging the same amount for
volume purchases rather than offering customers a small discount to encourage such purchases.

Similarly, the parking garage that advertises in big letters “75 cents for the first hour” and then
charges 75 cents for each additional ten minutes is attempting to mislead its customers. You may
park in such a place once, when you are late for an appointment and don’t have time to read the
fine print on the sign carefully, but you are almost certain to go someplace else next time, even if it
means parking a few blocks farther from your destination.

Confusing and misleading incremental prices aren’t the only way a business can abuse its
customers’ trust, of course. There are many ways to list prices in a misleading way. For example,
how do you feel about a rug cleaner who offers to clean “five rooms for $89,” and then, in small
print, defines a room as being 6’ by 8'? Although this might appear to border on the dishonest, it is
actually a typical practice in the rug cleaning business. Rug cleaners who avoid this type of pricing,
however, are appreciated by their customers. For example, a friend recently told us about a service
that prided itself on cleaning any rug, regardless of size, for a fixed price, and doing up to three
throw rugs free as part of every job. We plan to try that business next time we clean our rugs, and if
it is as good as claimed, will surely tell others.

To be clear, a price should also be easily discernible by all potential customers. This is particularly
important for service businesses, which don’t have a tangible product to which a price can easily be
attached. Many potential customers shy away from some businesses simply because they don’t
know what the service costs and for one reason or another feel shy about asking. So, whether you
run a typing service, a commercial fishing boat or are a child care provider, tell customers clearly
how much your service costs before they have to ask. For example, a typist might do this with a fact
sheet listing prices of $3 per page or $30 per hour, with a 20% surcharge for rush work that must be
done after 5 p.m., a 50% surcharge for rush jobs typed after midnight, and $1 extra per page for
statistics and address lists.

If you doubt that communicating prices can be a big part of any marketing plan, think about how
many times you have shied away from patronizing a particular business or service because you
didn’t know how much it charged and feared the worst. Enough said, we hope.

And don't be afraid to be redundant. No one gets angry at a lawyer who finds three ways to tell you
her hourly (and incremental) rates for consultation, research and court time, but everyone dislikes
getting an unexpectedly large bill after services are rendered.

Chapter 10 discusses in detail the issues of customer recourse and warranties (also part of any
description of price). People often want to know if they will get their money back if they are not
satisfied, and under what conditions deposits, partial payments and full payments are refundable.

Complete Prices

The completeness of a price is determined both by the norms of a particular business and by
general honest business principles. Ideally, your price for a particular good or service should
include everything that a typical person expects to pay for, and a little bit more.

Examples of incompleteness in pricing that annoy customers are:

*Computers priced without keyboards or software



*Hotel room prices for rooms without private baths

Legal fees for incorporating a business that don't include state registration fees
*“Price-fixed” meals that don't include coffee

*Expensive flowers that don't include greens

*A high-priced suit that doesn’t come with free alterations.

Surely you can think of similar examples in your field. Also, pay particular attention to the fact that
customary pricing practices in some businesses do not give customers a very good deal. In this
situation, a business can quickly build customer trust by offering a little extra. For example, in most
communities, it is customary for a used car dealer to sell cars “as is,” with the expectation that they
are probably in such rotten condition that they will expire ten minutes after a purchaser takes title.
By contrast, a used car dealer that offers a real 90-day warranty violates this custom in a positive,
business-building way.

Similarly, the norm in American hotels and motels is a bathroom supplied with soap, towels,
washcloth, shampoo, conditioner, shower cap, water glass and toilet paper. To this, many
establishments have added fax services, modem plugs for portable computers, body lotion,
bathrobes, slippers, shoe cleaning supplies, disposable toothbrushes, free newspapers, coffee and
orange juice as part of the room price. Speaking of hotels and pricing, there is nothing more
annoying than a confusing phone policy. You have probably stayed (most likely only once) at an
establishment that charged an exorbitant rate for calls and as you were checking out were
presented with an extra $10 or $15 charge for those few calls you made back home.

If you are a regular traveler, chances are you will return to establishments that offer extra amenities.
In one little neighborhood restaurant in Kyoto, Japan, customers who sit down alone are given the
latest edition of the daily newspaper after the food order is taken. The restaurant rarely has an
empty seat.

To take an example of how something extra can make a big difference, consider how the Japanese
auto companies successfully captured a large part of the U.S. auto market. They established a
reputation for good value, at least partially because they priced cars to include most of the optional
features that purchasers of American cars customarily paid extra for, such as a radio or outside rear
view mirror. By contrast, pricing in the U.S. auto industry is so confusing that Consumer Reports
magazine, which rates products, has had to develop an almost impossibly complicated formula to
compare prices, and even sells computer printouts to help readers determine what they are paying
for.

A friend rented a car at a New Jersey airport for a few weeks, and when he went to pay his bill
there was a large additional charge for a dirty, bottom-of-the-line child’s safety seat that could have
been purchased retail for half that amount. Nothing had been said about this extra cost when the
car, with baby seat, was reserved. Contrast this unpleasant and expensive example with the young
couple who moved to Hawaii and had to rent a car for a few weeks before theirs was shipped over.
Not only was the car seat free, but when the couple’s own car arrived and they returned the rented
car, the rental company offered to rent them a baby seat for a few dollars until they could buy their
own.

If in your business, bidding on a job is the norm, as it is in house painting, consulting or carpentry,
the issue of “completeness” in pricing is a fairly common and often sticky problem. If it is not
addressed forthrightly, it can develop into a nightmare of misunderstanding between business and
customer and result in the worst kind of word of mouth about the business. Trustworthy businesses
in these fields must go out of their way to identify all items included and not included in their price
and be sure this information is accurately communicated to customers. And when a customer
makes changes to the original bid, a trustworthy business writes them down accurately along with
the extra charge and has the client read and sign the “change orders” so there won't be any
surprises.

This is especially important when dealing with inexperienced clients who may not be familiar with
industry norms. You should go out of your way to clarify items that are excluded from a bid, even if
such exclusions are standard in your particular business.



For example, a computer programmer, when quoting a price to write a program for the World Wide
Web, should make it clear from the beginning whether or not the customer is expected to provide
any of the graphics or additional specialized software. Similarly, if a house painter customarily
charges separate fees for paint and labor, or a building maintenance company expects the building
owner to supply cleaning equipment and supplies, the business should say so from the beginning.

Carefully consider whether everything you do on a job is included in the price you quote. If you
identify extras that you charge for separately, ask yourself if there is really a good reason for the
additional charge. How much would you lose if you included some or all of the extras in your base
price? Next, ask yourself whether charges for extras are really fair. Finally, check whether you
adequately communicate your pricing policy to your customers by asking yourself how many of
them have ever been confused as to what was and wasn't included in your price. If even a small
number have been, you obviously need to make some changes.

A store that solved an unusual price-completeness problem was Filene’s, a fancy French store in
San Francisco known for its expensive, beautiful handbags. A large portion of Filene’s business
involved sales to Japanese tourists and businesspeople.

For the first six months Filene’s was open, many Japanese customers were annoyed by the
addition of a sales tax to the price of their purchases. In Japan, all quoted prices are in round
numbers, with the sales tax included. Filene’s solved the problem by using the Japanese method of
prefiguring tax into the final price rather than adding it on, and only had to explain to its non-
Japanese customers that the price includes sales tax. These customers were delighted, because
the total price was less than they thought. Interesting problem. Interesting solution.

Giving Customers Reasonable Control Over the Price

If a customer has to buy too much, too often or in inconvenient units to get a good price, your
pricing policies simply do not engender trust. Customers should have as much choice as you can
give them over the final price or the amount of goods or services they want to buy.

Good examples of businesses that provide customers with a high level of control over pricing
include:

*A car repair garage that phones the customer before installing an unexpectedly high-priced
replacement part.

*A hardware store that sells nails by weight as well as by the bag.

*A laundromat that has washers and dryers in several different sizes so that a customer with a
small load doesn’t have to pay for a large one.

*A printer who tells the customer that preparing a page layout that can be put on a larger press will
mean a lower unit cost.

*A bike repair shop that takes the time to show customers how to make their own routine repairs.

*A natural foods store that gives customers credit for recycling peanut-butter tubs.

*A lawyer who encourages people with a self-help bent to do a portion of their own work on routine
matters and discounts the fee accordingly.

*A picture framing shop that has a facility for customers to do their own framing at a reduced rate.
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Part of a price list that gives customers maximum flexibility.

Your pricing goal should be to give your customers maximum choice of sizes, amounts, hours of
time purchased and so on, consistent, of course, with the sensible operation of your business. For
example, if someone asks for plain ice cream rather than the “Strawberry Delight” you have on the
menu, you may make a loyal customer if you not only serve the ice cream without the fruit sauce,
but also subtract an appropriate amount from the bill.

A good example of a business that offers flexible pricing is Sonoma Compost in Petaluma,
California, which provides premium quality compost and mulches made from recycled organics. It
has a very clear written pricing policy and offers a wide variety of mulch. The customer has
complete control over the pricing and can order as little as 1 to 2,000 yards, with generous
discounts for larger amounts. Sonoma Compost is located at the county landfill and “recycle town.”
As a bonus to its customers, if you bring your trash or recyclables in you get a 50% discount on up

to five yards of screened organic compost on that day. This “bring a load . . . take a load” offer is
very popular.

Bad examples of pricing situations in which the customer is treated with little respect include:

eLunchmeat packaged only in large amounts.

*Undertakers who promote super-fancy, overpriced caskets and keep the reasonably-priced ones
out of sight.

*Service businesses and professionals who bill a half hour for a five-minute phone call without
making this incremental billing policy clear to clients.

*Appliance repair businesses that charge an arm and leg to come and check out a problem, even
though you have already accurately diagnosed it.

*A car rental company that, instead of pro-rating by the hour, charges for an extra day when you
keep a car an hour or two too long.

Evaluating Your Pricing Policy

yes no
Some customers complain about prices.

Some of the trivial but necessary things | offer with my basic product or
service (for example, keys, base stands, containers, refills, etc.) are priced
at an amount that is more than people expect.

My product or service is offered in enough different measures that by



and large my customers can buy what they need.

My product(s) can be bought in more than one unit of measure

(bunches, pounds, bags, lugs, litres, cartons, gross, boxes).

My services can be bought in time increments convenient to my customers
(days, half-days, hours, minutes, etc.).

My pricing practices are written down on: (flyer, price sheet, the wall).

Any exceptions from my standard pricing practices are well explained

(for example, senior citizen discounts are stated on a sign with large type).

| estimate that approximately % of my customers pay for more of my
product or service than they really need or want, because:

| estimate that approximately % don’t buy all of my product or
service that they really need because:

My volume discounts are:

My volume discounts are available to:

Chapter 5: The Treatment of People Around You

Overview

The way you treat employees, suppliers and friends is an important element in gaining and keeping
the trust of your customers. In fact, it is not an exaggeration to say that positive relations with all of
them is one of the invisible foundations of any successful business. Why? Because how you relate
to these people is routinely communicated to your customers and potential customers.

Tracking Reputations via the Grapevine

Assume you live in Kansas City, Missouri, and a friend tells you about Joe Green, a skilled
bootmaker, who specializes in just the type of custom-made boots you want. Aside from Joe’s
name and occupation, you know nothing about him. A few days later, when you decide to call Joe,
you find you can’t get his number from your friend because she’s left on an extended vacation.

You consider giving up the hunt, but then, looking at your old battered boots, you wonder if you can
find Joe yourself. But no Joe Green is listed in the phone book. You decide to persevere and ask
friends and acquaintances if they know Joe. No luck. Your next step is to ask them to check with
their friends who might know him. Believe it or not, at this point there is an excellent statistical
chance that you will locate Joe. One of your friends is quite likely to have a friend who either knows
Joe or knows someone who does.



Think of it this way. If you have 400 friends and acquaintances (although this sounds like a lot, if
you include old school chums, business associates and casual social acquaintances, you probably
know lots more than that), and each of them also has 400, you have an immediate friendship
network of 160,000 people. (There will probably be some overlap between your friends and your
friends’ friends, but just the same, the numbers are impressive.) These 160,000 friends of your
friends are linked in the same way to 64 million people, or about one-third of the adult population in
the United States.

You can try a similar experiment yourself. Randomly pick the name of any businessperson in the
Yellow Pages of another city. Next, ask any friends who live or do business in that city if they know
anyone in that or a related business. If they do, call that person and ask about the person whose
name you picked. Chances are that if they don’t know the person you are looking for, they can refer
you to someone who can. If there is either very good or very bad news about this person’s
business, you're even more likely to find him.

The point of these exercises is not to teach you to run your own detective agency, but to illustrate
that even in our large and complex society, we are still amazingly connected to each other,
especially when we run a business that affects the lives of other people. It follows that it doesn’t
take long for an interested party to learn a lot about us from those we deal with regularly. If you
mistreat your employees or suppliers, they’ll spread the bad news. Similarly, if you go out of your
way to treat these people well, the good word spreads. Sometimes this interconnectedness is hard
to believe, because just about all small business owners feel pretty isolated at times. And it's true
that the word about your business (good or bad) may be dormant for a while, but when someone
does inquire about your business reputation, it will wake up and promptly continue its journey from
person to person.

For example, how often have you been asked if another business pays its bills to suppliers on time?
We know dozens of smaller companies that are reported to have poor employment practices, slow
or erratic payments to suppliers and bad records when it comes to dealing with independent
contractors. These poor business practices are not an infrequent conversation topic among
businesspeople at trade fairs, coffee shops or over lunch, and for good reason; most small
business owners can't afford to deal with people who don’t pay their bills on time or who otherwise
treat them badly.

How Employees Spread the Word

One of the easiest ways for anyone to learn about how you run your business is by talking to your
employees. Because your employees’ lives are so intertwined with yours, and because you affect
them so directly, your treatment of them will almost automatically be communicated to their friends
and family, even if inadvertently. And remember, because your employees spend more time with
you than anyone outside of their immediate family, they know about you and your business in a way
few others ever can.

How you run your business may be reported indirectly when employees make such statements as:
*“I'm exhausted; the inventory is such a mess that | had to work late last night.”

*“| don’t know when I'll get a vacation; no one has made an entry in the general ledger in three
months.”

*“Don’t phone this week; everyone’s nerves are on edge. Two people quit a few weeks ago, and we
are trying to do their work as well as our own, and it looks like the boss isn't going to replace them.”

*“The boss poor-mouths all the time, but he’s always getting twenties out of the cash box.”
*“| have to hold my paycheck for a day because there isn’'t enough money in the bank to cover it.”

If you have any doubt about how fast word of your treatment of employees is passed along,
consider these examples:

*Many American Jews, as late as the 1950s, avoided one major brand of gasoline because of their
belief that the company had an anti-Jewish employment policy in the 1930s.

*TWA was one of the first major airlines to hire black pilots. Years after other airlines had also
broken the color barrier, many black Americans still went out of their way to patronize TWA.



*And to return to our Coors beer example from Chapter 1, in an amazing series of public
statements, the Golden, Colorado, company so alienated many of its Chicano employees that their
union led a boycott against the company.

Syndicated business columnist Milton Moskowitz, along with co-authors Robert Levering and
Michael Katz, responded to the concern so many Americans feel about the quality of the companies
they work for by writing a best-selling book. In The 100 Best Companies to Work For in America
(Doubleday, 1993), the authors describe the practices of 100 American companies in detail.
Working conditions, pay, benefits, firing and promotions policies and all sorts of other information of
importance to employees are discussed.

How did the authors get all their “inside” information? While the task was time-consuming, it wasn’t
as difficult as it might seem. The reputations of businesses, even those with only a few hundred
employees, such as Celestial Seasonings and Odetics (both of which were included in the 100 best
list) are really quite well-known.

Not only do employees know a lot about their own employers, they know a great deal about the
employment practices of others in their line of business. For example, Moskovitz, Levering and Katz
learned that companies with outstanding reputations in promoting blacks (Cummings Engine, Levi
Strauss and Polaroid) and women (Hallmark Cards, Federal Express and Nordstrom) were widely
known and respected for their practices. The same was true for companies with policies that
encouraged employees to study for advanced degrees (Bell Labs), companies where retirement
policies are outstanding (Johnson Wax), and even companies that have great parties (Advanced
Micro Devices) or employee gardens (Control Data).

Cody’s Bookstore: “Finding Good People and Keeping Them”

Cody’s Bookstore in Berkeley, California, is as much an institution as the university in whose
shadow it sits. Its fame for diversity and completeness of stock is rivaled only by the reputation for
erudition and expertise its employees enjoy.

The bookstore trade has traditionally been noted for low-paying salaries. The work is desirable, and
employees are often viewed as an “easy come, easy go” proposition. This causes high turnover,
low morale and a perpetually inexperienced staff. Anti-traditionalist Andy Ross, owner of Cody’s, is
a believer in paying as high a wage as possible and treating his employees as his most valuable
resource. He even did several surveys to make sure that his wages are high relative to other
bookstores. And this kind of care for employees pays off in healthy sales, high employee moral and
customer loyalty.

At a time when many small bookstores are going out of business due to the so-called “superstores,
Cody’s continues to grow. Ross’s perspective is that “bookselling at its best is not just a job.
Independent booksellers bring their own unique sensibilities rooted in the communities they serve
which includes treating employees fairly.”

Ross is pleased that his 60 employees elected to join a union, because “it keeps management
more professional and consistent in our treatment of employees.” He thinks that encouraging good,
experienced staff to stay by paying a decent wage is money very well spent. “In a bookstore with
over 140,000 titles,” he says, “new employees just aren’t very valuable. Finding good people and
keeping them is the key to a store’s success.” In keeping with this theory, Cody’s employees
receive, besides a relatively high salary, a profit-sharing plan in the form of a healthy annual bonus
based on merit (judged by Ross and the five employee managers) as well as the store’s profits.

Another way Ross has found to maintain good employee relations is to encourage their
participation in the store’s operations by delegating responsibility while trying not to look over too
many shoulders. “Besides the fact that employees come up with great ideas, their morale is an
important ingredient for the business to run right—a factor that is often overlooked in the bookstore
business,” he says.

In a small business, the payment of wages and benefits takes on particular importance. Employees
need to feel they are being treated fairly. An open book policy in which everyone knows what



everyone else makes, from the boss to the teenaged delivery boy, is an excellent idea, especially
when the business genuinely tries to pay people fairly. (See the discussion of “openness” in
Chapter 6.)

We all know of companies (big and small) where most of the employees scrape by on minimum
wage while the owner keeps the amount of his own pay and benefits a secret, plays golf twice a
week during business hours and drives a Mercedes to work. This kind of behavior almost always
results in low employee morale and gives pause to customers. Customers will consciously or
unconsciously ask themselves whether the fact that the employees are treated unfairly means that
when push comes to shove, their concerns will also be held hostage to the owner's needs. On a
more positive note, we know of more than one small business owner who regularly checks on
wages paid by similar businesses in their community and then pays at least slightly more, even if
they have to cut their own income to do it. They reason correctly that their employees will be proud
of the fact that they are valued highly and as a result will not only work harder but spread the good
word.

Malden Mills, in Massachusetts, produces Polartec”, a fabric made from recycled plastic bottles. It
is an exemplary company known to be a trend-setter in employee/employer relations and to have
an incredibly high rate of employee productivity. Aaron Feuerstein, the owner, a spry man of 70-
something who quotes Shakespeare, is dedicated to improving the earth’s environment and pays
his employees well. Recently there was a big fire at the mill, and business was shut down.
Feuerstein informed his worried employees that their wages and salaries would be paid through the
period of reconstruction. Needless to say, his employees love their boss, and the mill was up and
running within the month. The feelings of the employees toward Feuerstein, the mill and the product
is demonstrated through high productivity, love of the company mission and incredible loyalty.

All sorts of employer policies directly and importantly affect employees. For example, in the
wholesale garment business, a field where there are few customer loyalties, marketing is a difficult
job. Late shipments and substitutions, which are universal, make it hard on the salespeople, whose
commissions depend on their company’s reliability. The Sweater Company of San Francisco (which
closed in the late 1980s when the young owner died), a wholesale sweater business, dealt with
these problems by treating its salespeople as well as possible, far better than the industry norm.
For example, by paying attention to detail, it shipped a remarkably high 85% of an average order,
meaning that salespeople were assured of getting commissions on most of what they sold. In
addition, salespeople got a higher than usual commission and were allowed to pay for their
samples (which they received at cost) at the end, rather than the beginning, of the season. Over
three years, the Sweater Company tripled its sales volume. Its managers knew the way they treated
their salespeople was an important contributor to their success and felt that a reputation for fairness
and reliability was their best advertisement to the trade.

Job Applicants Deserve Good Treatment, Too

Don't forget to extend good practices to your hiring process. Unfortunately, when it comes to
interviewing prospective employees, many companies don’t pay much attention to people’s
feelings. They forget that each applicant will learn enough about their business to form an opinion
and spread it. Pay attention to this in the light of its effects on personal recommendations. For
example, one small electronics manufacturing company we know gives a nice sample as a gift to
everyone applying for a job. This helps cushion the fact that, inevitably, a majority of those
interviewed are not offered a job. Another very effective approach is used by a printer we know,
who shows job applicants examples of his monotypeset work and then gives them a gift of a hand-
pulled page done by a famous typographer. Other creative businesspeople develop similar
techniques to be sure the people they consider for a job have a good interview experience.

These gestures make a great deal of sense for two reasons. First, they acquaint others in a
personal way with your business and let them know you care about people. Second, a large
proportion of the people interviewed may find work in your field, and you are very likely to have to
deal with them in the future.

Use the same concerned approach with occasional and part-time workers, freelancers and others
who come into contact with your business on an occasional basis.



Common Employee Complaints

The most common areas of employee complaint are unequal treatment, arbitrariness of
management and exploitation. Let's examine the causes of each of these briefly, and look at some
suggestions that should help avoid, or at least ameliorate, problems.

Unequal Treatment

An unequal treatment complaint is a synonym for any differences in pay, work rules, expense
accounts, job opportunities and perks that an employee doesn’t understand or accept. The best
medicine to both cure and prevent the recurrence of this nasty infection of your workplace is to
embrace a system of open books and an open management style, complete with well-defined
personnel policies and frequent performance reviews. And keep in mind that, legally, company
policies on vacation, sick leave, promotions and other important matters must be applied in a
nondiscriminatory manner.

Arbitrariness of Management

A complaint that management is arbitrary stems from much the same problems, but also usually
signals that important business policies are being developed in secrecy, so that employees don’t
know what the business is doing and why.

One good example is a public relations firm whose top management decided to drop one client,
whom their financial records showed was unprofitable, and put extra energy into another one which
was more profitable. Unfortunately, the information was secret and the decision was never
explained to the rest of the staff. The company dropped by the P.R. firm was in the recreation
business and was respected by the staff for a number of good policies, while the one that got the
extra attention was in a business that several employees of the P.R. firm didn’t respect. Because
the reasons for the decision were never explained or discussed, several employees quit.

An open management style, involving employees in decision-making to the maximum extent
possible, is the best way to prevent this sort of complaint from developing in the first place and
curing it if it does (see Chapter 6).

Exploitation

In the small business world, complaints that management is exploitive usually point to an
atmosphere in which financial data is kept secret and there is a perception that some employees
(often the owners) get a disproportionate share of the financial returns. This sort of complaint also
commonly occurs when employees observe customers and suppliers complaining about the
treatment they receive from management with no apparent redress or explanation from the
company. This kind of complaint is often found in businesses where it is routine to use highly
competitive language like:

*“No matter what else you do, you have to win.”

*“A lot of people are out to screw you; the only way to handle that is to screw them first.”
*“As long as the bottom line is healthy, there is nothing to worry about.”

*“What they don’t know won’t hurt them.”

*“If we didn’t do it, someone else would.”



Again, the best methods of prevention and cure for employee feelings of exploitation include a
commitment to open financial records and an effort to compensate employees fairly.

One company that successfully follows these practices operates a resort/conference facility near
Tucson, Arizona. When it began, the company took over and remodeled an old and respected
hotel. The existing staff was initially careless and did not respond to the new management group.
Finally, the resort manager, with the approval of the owners, posted the monthly financial report in
the kitchen area, where employees could see it. Not one employee asked any questions for almost
two months. Finally, at a newly organized bi-monthly staff meeting, one of the oldest workers asked
why the figures showed the business was losing money and expressed concern that the business
could not survive the coming months. The key financial issues were discussed, and the concerns of
management that sloppy staff performance was contributing to the problem were aired and fully
understood by every employee. Morale changed overnight. Worker productivity improved so much
it amazed even the workers themselves. The outcome was visible in the quality of upkeep of the
grounds, the dining room service, and particularly in the behavior of the front desk staff. Before long
the figures posted on the kitchen wall showed a healthy profit.

The Employer’s Legal Handbook, by Fred Steingold (Nolo Press), explains your legal
responsibilities as an employer, including your duty to treat employees in a fair, nondiscriminatory
manner.

Handling Employee Complaints

How you handle employee complaints is central to how your business is viewed by employees and
ultimately the public, which hears about how you treat them. Creating a positive way to encourage
and deal with complaints is a sign to your employees that you care about them and that they are
appreciated. Again, the idea is simple. If employees truly feel that their concerns are taken
seriously, they will walk an extra mile (or maybe even ten) for your business because they will
regard it as their business too.

In most small businesses, there is an informal complaint structure. An employee who doesn't like
something tells the boss or a supervisor face-to-face. This process is generally workable as long as
the problems are minor and the business small. However, when a business employs more than five
or six people, a formal process, including personnel reviews, makes it easier to deal with a wide
array of problems that are not so minor.

Even in very small businesses, a formal employee grievance process should be written, posted and
given to each employee to sign. The grievance procedure should specify where and how to
complain about all types of potential problems. It should discuss in detail how the complaint will be
investigated and, if necessary, be formally considered and resolved. Finally, a tight procedure to
keep complaints confidential is obviously a crucial part of any formal complaint procedure. In the
best circumstances, an employee complaint process should also include an appeals process for
serious matters where management’s judgment may warrant a second opinion.

If you don’t have a good grievance procedure, an employee who feels there is no internal structure
to deal with a problem about termination, demotion or salary may seek help outside the business.
This can often mean either that employees will sue you, or try to organize a union. For example, we
know a small wholesale business which recently—unilaterally and without consultation—changed a
series of employee rights and benefits. In the view of management, the benefits conferred on the
employees by the change were much greater than what the employees lost in perks. So when the
employees turned to the Teamsters Union, management was initially both flabbergasted and angry.
It never occurred to them that the employees, suddenly facing a whole new set of work rules, some
of which they thought were very unfair (for example, loss of pay for lunch hour), went outside the
company for help because there was no fair grievance and appeal procedure or, for that matter,
any process that allowed them to communicate their position to management.



Sample Employee Grievance Procedure

Here is material excerpted from the formal grievance procedure of a 20-person software
development company. It isn’t a complete grievance plan, but illustrates some of the issues that
should be covered.

Grievances concerning personnel reviews: The person with a grievance is to write a letter to the
chair of the grievance committee requesting a hearing time and date. The chair will hear the matter,
put comments in writing for the employee personnel file and take whatever actions are necessary in
the matter. No further appeals are provided. If the chair of the grievance committee is a direct
supervisor of a party involved, the latter shall be sent to a company lawyer who is the alternative
chairperson.

Grievance concerning salary, benefits or office working conditions. Same as above except that the
grievance committee chair shall include in the deliberations the company president and another
employee chosen by the person filing the grievance. There is no appeal for final decisions of this

group.

Grievances concerning ethical behavior of employees or management concerning termination of
employment, matters of illegality, public issues, discrimination: The procedures shall be the same
as above, except that the full grievance committee shall be called. The person filing the grievance
letter can specify individuals to be excluded from the committee where their presence would directly
bear on the grievance matter. Appeal on the decision of the committee can be filed with the
Chairperson of the Board, within two weeks of the final decision of the grievance committee, and
the Board shall as a whole make a final decision at its earliest convenience.

All personnel involved in the grievance process are expected to maintain confidentiality when
requested.

Finding Out What Employees Are Thinking

One good way to find out what your employees think about you and the practice of your business is
to ask. If you have only a few employees, you may want to talk to each individually or have a series
of meetings, taking care to establish an environment of trust so that your employees will feel
confident in saying negative as well as positive things.

If your business is larger, you may want to rely, at least to some extent, on a written questionnaire.
Here is a sample which you can adapt to your needs. Give it to employees and allow anonymous
responses.

Employee Questionnaire

The working conditions here are generally...

Poor Adequate Excellent
The working conditions, compared to other jobs I've had, are...
Poor °" Adequate ""  Excellent

Handling of serious employee problems that are brought to managers is...



Poor °7 Adequate "”  Excellent
When most employees describe the business management they say...
Poor °7 Adequate “”  Excellent

| know the established policy for handling employee problems and grievances.

yes no " thereisn’t one Todtis. .

Poor Adequate Excellent

| know the established policy for handling employee wage disputes.

yes no °7 thereisn’t one Todtis. .

Poor °7  Adequate "7 Excellent

| know the established policy for handling conflicts between employees.

yes no °7 thereisn’t one Todtis. .

Poor Adequate Excellent

When someone is fired most fellow workers know the circumstances in which the employee can
appeal the decision within the company.

yes no °7 thereisn’t one "" The appeal process is . . .

Poor "7 Adequate °"  Excellent

| am paid fairly.
I know what others are paid.

Most employees understand the direction, policies and goals ™~
of the business.

Comments and suggestions for improving working
conditions:



Suppliers

It has long been remarked that the tallest buildings in a society reflect its central concerns. Only a
century ago, church spires defined the skyline. They were replaced by the buildings of major
industrial concerns. Today, bank buildings, insurance companies and office towers filled with
investment companies and law firms dominate the rest. A focus of all these businesses is credit and
credit-worthiness.

As a nation we have been taught to trust the integrity of these giant financial enterprises because of
their track records. However, recently some of these institutions, such as savings and loans, have
proved themselves unworthy of trust. A number of huge but financially troubled banks have been
sold to other huge banks to avoid failure. It may not be too soon to wonder what institutions will
replace the banks on the top floor of urban America.

When it comes to small businesses, people are judged more on how they treat their creditors than
on how big their headquarters is. Having a good record in paying bills is insurance against negative
stories being circulated about your small business. Having an extra-good record can be a positive
marketing tool that can work to improve your business when the people you deal with spread the
positive word, as they inevitably will.

Every business has suppliers. They vary greatly depending on the business, but almost everyone
must deal with lawyers, accountants, bankers, maintenance people, office supply stores and a
variety of neighborhood businesses. Those of you in retail, wholesale or restaurant businesses
must relate to many more.

From the marketing vantage point, suppliers can be seen as similar to family members who share
the same house. Your actions have immediate and important effects on each other. When at home
a child leaves the cap off the toothpaste, the next person must deal with the dried-up glob on the
end of the tube. Similarly, your failure to pay a printing bill on time means your printer may have to
deal with the nasty mess of not having enough money to pay his bills.

Both at home and in the business community, how you handle problems is quickly noticed by
others. At home, if you yell and scream and make the erring child feel miserable, chances are she
will act out her resentment in some way. The same is true when problems develop in business. If
you make little or no effort to view problems from your suppliers’ point of view, you have no right to
be surprised if your relationships with them deteriorate. The surprising thing is that people so often
ignore their suppliers’ needs—in spite of the fact that even a modest effort to communicate about
your business difficulty will go a long way towards solving it.

The worst mistake a small business owner or manager can make is to ignore the fact that many of
your primary business concerns are, at bottom, the same as those of the businesses you deal with.
This is particularly true when it comes to taking in enough money to meet payroll on time, pay off
bank loans and generally fulfill financial obligations. Far too often, small businesspeople become so
manic about making their accounts balance at the end of the month that they forget that their
suppliers have the same needs, that their accounts payable are someone else’s accounts
receivable.

Think of it this way: when it comes to economic survival, businesses, especially small ones, are like
links in a fence. If one business doesn't fulfill its obligations, the fence is weakened. If a large
number don't, the fence collapses. For this reason, every small business owner knows which
accounts pay promptly, carefully and considerately. Surely, in your business, even small accounts
take on disproportionate prominence if they pay you slowly and always make excuses. By the same
token, you can safely assume that, though you may be only a small account to someone else, they
know very well how you treat them. The criteria they use in judging you are the same ones you
use—how promptly do you pay, and how honest and forthcoming are you in explaining the reasons
for any delays.

How does all of this directly affect marketing? Let’s consider the book business. Small publishers,
of which there are literally tens of thousands, often pay the printer late. Part of the reason for this is
that many of these publishers depend on sales from the first few thousand copies of a new title to
pay the printing bill. Given this somewhat marginal financing scheme, it is not surprising that
printers who deal with small publishers routinely keep tabs on how each is doing. They constantly
tune into the book business grapevine to check on who is keeping up on their accounts payable



and, more important, who isn't. It's amazing how quickly word gets around when someone begins
to slip up. The reason that this word-of-mouth system works so well is that all sorts of people
(bookstores, wholesalers, graphic artists, freelance editors and dozens of others) in addition to
printers absolutely need to know that they are dealing with a solvent publishing house, and take the
time to find out.

When even a modest amount of negative information about a particular publisher is spread, the
results can be disastrous to that business. Part of the reason for this is that books (unlike most
types of merchandise) are typically returnable by a bookstore to the publisher for at least a year
after purchase—but obviously not if a publisher declares bankruptcy. If a bookstore, or worse, a
large chain of stores, learns that a particular publisher is way behind in its bills, they are likely to
make a special effort to quickly return all of that company’s overstock, hoping there is still time to be
reimbursed.

This sort of loss of trust can quickly snowball; we've seen it sink several publishing companies that
might otherwise have been able to cope with their short-term financial problems. For example, the
computer book field went from boom to bust between 1982 and 1984. Several small publishers
failed and others teetered on the brink of insolvency as nervous bookstores quickly returned
perfectly salable books to companies rumored to be in trouble. The bookstores sensibly feared that
if they delayed and the books didn't sell, the publisher would be out of business.

Of course, most businesses face a cash flow problem at one time or another, and suppliers help
finance these periods. There is nothing wrong with this as long as all concerned are honest and
open with each other. Accordingly, whenever we give advice to small businesses with cash flow
problems, we urge them to immediately notify their suppliers, by phone, about the problem, explain
their plan to solve it, and ask for permission to delay or modify payments. We have never seen a
reasonable request along these lines refused. Often, this sort of interaction actually improves
relationships. We know of several instances in which the positive communications that developed
during a crisis resulted in suppliers helping their customers finance their expansion once the crisis
was past. In one instance, when the Japanese economy declined for five years in the early 1990s,
an American company that sold pre-fab houses to the Japanese was encouraged by the
cooperative Japanese distributor to shift the business in several directions, all of which resulted in
new and rapid expansion when the Japanese economy finally picked up in 1996. In other instances,
suppliers who were kept in the picture liked what they learned and actually invested in the business.

If you want to know how your suppliers feel about you, why not ask? Here is a questionnaire you
may want to give to several.

Questionnaire for Suppliers

I have found in my dealing with

NAME OF YOUR BUSINESS
that you and your key employees are generally:

Poor Adequate Excellent

Accessible when | need you...

Reliable in your payments and financial
projections...

Polite in your general business dealings...
Reliable in doing what you promise on time...

Able to handle any problems with your product
and services satisfactorily...

Careful and neat when it comes to
recordkeeping...



Generally trustworthy in all dealings...

Comments:

Business Friends and Acquaintances

There is a direct connection between a good small business marketing plan and how your friends
think about and understand your business.

A friend is someone who is connected to you by mutual esteem, respect and affection.
Acquaintances are people to whom you have been introduced and are socially free to speak with
again by recalling an earlier encounter. This latter group includes, for example, school classmates,
fellow employees, members of the same military unit and people you come into friendly contact with
at trade meetings, conventions and continuing education courses.

Satisfied customers have some of the qualities of friends. In at least one important way they share
values with you, since you both view your business with esteem. However, because your
relationship is probably limited by a business context, they are in most instances more like
acquaintances. Certainly, like acquaintances, they have the right to approach you without a new
introduction. They just call up or walk up and say, “You fixed my plumbing a few years ago and did
a wonderful job. How've you been doing lately?” They even have the right to subject us to bad
jokes. “You're the guy with the shade shop. I'm glad to see you hanging in there.”

All of your friends, family and acquaintances should be involved in your marketing strategy because
they have a predisposition, often a strong one, toward seeing your business prosper. Unfortunately,
despite this predisposition, we often hear friends, or even business acquaintances, say something
like this: “I don't really understand what you do or how your business as a public health research (or
solar energy, land use, or waste disposal, etc.) consultant works.” Or, “I know you distribute shoes
(or books, candy, tape recorders or trees), but what that really means is a mystery to me.”

The point should be clear: Friends can be extremely important in your effort to market your product
effectively, but only if you give them a reasonable chance to help. How do you do this? By keeping
your social network aware of your operation—your joys and disappointments as well as the nuts
and bolts of how your business works. Sometimes months go by without talking with our friends
about business. In order for friends to recommend us we have to make the effort to keep them
current. It's worth the effort to periodically make a phone call or fax a poem or cartoon you think a
friend would enjoy along with an update about any changes in your business. An added benefit is
that it helps keep your friendship network healthy. When you mail business associates news about
your business be sure to include your friends on the list. Friends will often let you know when you
are going in the wrong direction, and will be there to listen and help put your problems in
perspective. Just as important, they will know enough to really appreciate your successes and



celebrations. And, of course, they will actually help you sell your product or service.

For example, if you are a landscape architect and often lunch with the lawyer in the next office who
shares your enthusiasm for soccer, don’t forget to make her knowledgeable about the nitty-gritty of
what you do, how you get business, how much you charge and so on. Sooner or later your lawyer
friend will find herself in contact with someone who needs some landscaping done—perhaps a
business which consults her about zoning problems connected with a new building. When this
occurs, you want her to be able to mention your business confidently and knowledgeably.

The opinion your business peers have of you is also very important to your business. Being in
contact with people in your field is one of the best ways of learning about new products and
innovations that may be directly useful to you. In addition, consulting people in your peer group
network is one of the common ways potential customers check out your business as part of
deciding whether or not to patronize you. For some businesses (for example, a new pediatrician or
chiropractor in town), it may be difficult to create good personal recommendations without a strong
friendship and peer group network. For others (say a drain cleaning service or a butcher shop), the
good opinion of friends may not be so crucial as is listing the availability of your service in all the
right places, but it is still helpful.

Even a dentist, however, can do a great deal to establish a good friendship network in a hurry. One
extremely kind and good-hearted dentist we know did just this by following his best instincts. New to
a strange town, with few friends and very limited resources, he spent every spare moment visiting
old people’s homes and fixing the teeth of the indigent residents free. After a few months, when it
was apparent that he was sincere, some of the people who worked at the convalescent homes
began to call him for appointments and refer their friends. The local dental society was so proud of
his work that established dentists began to refer their overflow. Within a couple of years, our public-
spirited friend had enough patients that he was able to buy the old Mercedes he had always
coveted. To his credit, however, he still drives it over to one or another of the old people’s homes a
couple of afternoons a month and fixes teeth for free.

La Blue’s Cleaners in Sebastopol, California, has been in business for more than 40 years. In
addition to providing pick-up and delivery service to homes and offices, they are known in the
community for extending a hand to the temporarily unemployed. If you are out of work they will
custom dry-clean and press one suit or one dress and launder two shirts or blouses at no charge.
This information is posted on a sign inside the store which says “This is our gift to you so you will
look your best at your next job interview.” Customers really appreciate it, and you can be sure that
when they are back among the employed they bring their business to La Blue’s.

Individuals Who Spread Negative Word of Mouth About Your
Business

Most of us want to be liked, if not considered perfect or adorable. However, unless you are a very
rare person indeed, you probably have at least a person or two buried somewhere in your network
of personal relationships who consider you the first cousin to a scorpion. It's important to have a
strategy for dealing with those few misguided souls who have chosen you or your business for their
hostility. This is important, of course, because negative word of mouth about a business, especially
when someone goes out of his way to spread the bad word, can have truly bad long-term
consequences to your business.

Here are two strategies that often work well:

First, emphasize the positive attributes of the person who dislikes you whenever possible. When
you emphasize the positive attributes of someone who is hostile to you, you usually decrease the
effect of her malice. You also let others know that you are objective about the problems in your
relationships. Finally, your efforts to be more than fair will probably get back to the person and may
cause her to treat you more fairly in turn.

Second, mediate or arbitrate your differences with this person, if it's appropriate. Mediation is a
process in which arguing parties select someone who helps them reach their own agreement. In
arbitration, the parties agree in advance to let someone else make the final decision. Both
techniques are good ways to avoid long-term hostility and the negative word of mouth that flows
from it. And when a business openly promotes these alternative dispute resolution techniques in an
honest effort to resolve differences without initiating a formal court action, it gains a reputation for



honesty and fairness.

Even if the person who dislikes you won't try to resolve a dispute through mediation or arbitration,
at least others affected by the dispute will know you have done your best. It takes a thick-skinned
individual to resist the pressure of his peers to work things out.

Despite this good advice, many people find it hard to admit some people feel negatively about
them. A four-year-old friend, Joshua, has a philosophy that may be helpful in encouraging you to do
this exercise. One day Joshua came home from pre-school and told his parents about a kid who
had called him a series of truly ugly names. The parents, who were themselves somewhat upset,
were surprised when Joshua indicated very little concern. When the parents questioned him about
his feelings, Joshua replied, “He just needed someone to pick on. He really doesn’t know me.”

We also like the approach of Virginia Simons, an independent paralegal in Bakersfield, California,
who has had a lot of experience dealing with attacks from bar associations. She was sued by a
bankruptcy trustee in federal court, charged with practicing law without a license because she had
helped customers prepare their own bankruptcy forms. She told each of her customers what was
going on and that the suit was being brought in a effort to put her out of business, not because of
incompetence on her part. Several of her colleagues, who were also targeted by the local bar,
joined forces with Simons. They got their clients to sign petitions on their behalf. They went to
bankruptcy court when it was in session and took notes as to any unequal treatment given to non-
lawyers representing themselves. Twenty-five people from all over California showed up in court to
support them, and they won their case.

Instead of gloating or spreading negative word of mouth about the bar association, they decided to
open up the lines of communication with their opponents and convince individual lawyers that many
people couldn’t afford them and needed the services of paralegals. They contacted the District
Attorney and judges in their county and even the lawyers who had sued them. Simons and her
colleagues invited one of the lawyers to the local meetings of the California Association of
Independent Paralegals. They had him to lunch. They invited him to speak at their meetings. He
invited them to speak to a bar association lunch. They told him that if he thought they were doing a
bad job that they were open to having him teach them to do better. The District Attorney’s Office is
now a member of their advisory committee.

Your Behavior in Public

Two people were sitting behind us on an airplane talking about a client in very negative terms. The
conversation was so vitriolic that our ears perked up. When they mentioned the name of the client
and the name of their own firm (a national accounting organization), we were shocked. It didn’t
speak very well of their own company to be so negative about a client in a public place, and some
of the mud they were slinging stuck to their company.

A far more blatant example of how important our public behavior can be to our business success
occurred during a San Francisco restaurant strike, when a psychotherapist punched a picket. A
prominent newspaper columnist picked up the item. It certainly wasn't good for his word of mouth in
the psychotherapy business.

It's often difficult to think of ourselves in a public sense, always being a representative of our
business; to know that our language, appearance and personal dealings shape our customers’
attitudes. But it’s true, from small town America to the largest city.

A businessperson must always be “on,” to a certain extent. For example, if when making copies at
the local self-serve copy shop, you lose 50 cents in the coin slot and respond by beating up the
offending machine, anyone present who recognizes you will probably view you as a highly volatile
person. (This, of course, is unfortunate, we hasten to add, because kicking a machine that has
done you wrong can sometimes feel very good.) In the back of their mind they may hold this image
of you for a long time, and it may shape their future dealings with you.




Chapter 6: Openness—The Basis of Trust

Overview

Openness in business is definitely not a strategy taught in business school. Sadly, the currently
prevailing view is that it's best to “play your cards close to your chest” about almost everything from
the way a product is made or a service delivered to profits to pay scales to who qualifies for what
business perks. This is a serious mistake. Openness builds customer trust, which, as you should
know by now, is the prime requisite of any marketing without advertising campaign.

If you doubt that openness leads to trust, consider the public sector. These days we require public
officials to report their campaign finances and top officers in publicly held corporations to report
their salaries and stock transactions. Similarly, nonprofit organizations that receive tax subsidies
must file a public financial statement; and even private corporations that seek to raise funds in the
financial markets must publish much of their financial data and supply the Securities and Exchange
Commission with even more. In short, openness in financial dealings is fast becoming a
fundamental legal requirement in all sorts of contexts.

Despite this powerful trend, and despite the fact that openness obviously contributes to building
customer trust, many small businesspeople still try to hide as much as they can about their financial
and operating affairs. This is a miserable policy, especially from a marketing perspective. Nothing
destroys trust as fast as an atmosphere of secrecy. On the other hand, a business that is obviously
open with its customers is so refreshing that this policy itself stimulates positive recommendations.

Promoting openness in your business counters the accurate public perception that most businesses
watch out for their own interests while often ignoring those of their customers. For many years, this
tradition found support in our law under the doctrine of caveat emptor, or “let the buyer beware.”
These days, courts and legislatures have shifted much of the responsibility for selling safe products
to business, but there is still a widespread feeling in the business community that if consumers
aren’t canny enough to watch out for their own interests, they deserve to be taken advantage of.

As a result, customers tend to be wary both when dealing with individual businesses and the
business community generally. For example, these days, someone who reads in the newspaper
that a local Merchants’ Association favors a particular political position is likely to conclude that the
position promotes the merchants’—not the public—interest. And although this is not always true, it
is an understandable assumption when you consider how many industries, from those making birth
control devices and drugs to those making autos and insulation, have at times cynically placed their
own interests before those of their customers.

How open is your business? Can people see what you do and how and where you do it? When
they are interested, do you explain the technical parts of it they don’t understand, or do you
jealously guard this information as a “trade secret”? Is your profit-and-loss information generally
available to your customers? Do you let your customers know in advance what they can expect of
you if there is a problem with your product or service?

An attitude of openness should be built into all of the details of the way you conduct your business:
your pricing, your treatment of employees and your willingness to answer questions about your
products and services.

Financial Openness

The few leading-edge businesses that actually post or publish their financial information where their
customers can monitor it constantly get surprised and pleased reactions from customers. It's one of
those simple, excellent ideas that customers intuitively understand and respond to. It should be
standard procedure for all top-notch small businesses. If you don’t know how powerful this
technique can be, consider this example from our book Honest Business (Shambhala, 1996):

Howard publishes the finest bicycle repair manual for the six thousand bicycle repair shops in the
United States. He was ready to print his second edition when he ran into several problems. The first
was that he had borrowed to the limit of his personal credit to keep his business going, and the
second was that the printer still had an outstanding bill from the first edition. Howard had presold
some of the new editions at less than $12, and that was the break-even point by later calculations.
What was he to do?



Howard first considered and rejected accepting advertising in the manual. Although it would have
bailed him out of his financial problems, it would have been at the expense of credibility among his
readers. What he did, instead, was to announce that he had a problem and described it to a group
of bicycle product manufacturers at a trade show. They too thought it was a bad idea to take ads.
After his announcement, two people came to him and offered to co-sign a loan for him.

Small businesspeople are reluctant to open their books for much the same reason many people are
timid about appearing in a bathing suit. They don’t want people to know that they’re in less than
perfect condition. This sort of shyness is unwarranted, because openness is reassuring regardless
of the actual financial condition of the business.

This point is clearly illustrated by Chris Andersen, who runs a construction company in Stockholm,
Sweden. Chris prominently posts his financial records on the work shed near his current
construction site. When asked at a recent small business conference, “Doesn’t your smallness
worry your customers?” he answered with a resounding “No. People can see from my balance
sheet that | can afford to finish their project,” he explained, “and that's what they primarily care
about. When they occasionally see that | have underbid a job and am not making money on it, they
rave to their friends about what a great deal they got. And when | make a profit, they always say
they are coming back to me for the next job and they expect a lower bid.”

One effective open marketing approach was initiated by a store that opened a few years ago in
Tokyo called “No Brand.” It now has over 200 locations throughout Japan. No Brand sells a wide
range of products and, true to its name, none of them have brand names. We might call it “generic”
in English, but it really isn’t, since all products are top-of-the-line quality and the “generic” concept in
the U.S. has generally been marketed as bottom-of-the-line or economy quality. The Japanese
stores are very small, 600 square feet, but very efficient. Clothing is of the highest quality and the
materials are all natural: cotton, wool, linen or silk. The packaged foods are organic, with no
additives. Paper and cardboard products are from recycled material. All products come in limited
colors: black, brown, beige, tan, white or natural. The whole store is designed to give the sense that
you can completely trust what you buy. Nothing secret is added, nothing harmful lurks in unknown
ingredients, and even the electrical appliances are the most durable ones on the market. This is
openness of a unique form. The products themselves cry out, in an organic, simple way, to be
trusted.

A fascinating San Diego, California, company with 240 employees, Action Instruments, has a
unique explanation for its commitment to openness, which it calls “the rights of ownership.” Action,
which began in the early 1970s and expects to pass $100 million in annual sales soon, has a five-
part openness program:

«In the center of its main building, which houses a cafeteria and meeting rooms, is the InfoCenter,
where each department posts all of its current financial and operating reports.

*Each employee has an “Owner’s Manual,” which explains how the company works and how to
read the InfoCenter reports. Not all employees are, in fact, owners, but most are.

Daily at 9 a.m. there are announcements over the public address system about crucial issues of
the day and about visitors expected that day.

*A newsletter keeping everyone abreast of important company news comes with each paycheck.

*On Fridays, starting precisely at 4 p.m. and ending precisely at 5, is the $100 Million Club, which
anyone can attend (50—75 employees come regularly). It's an informal talk by an outside guest
about business, management, the industry or related subjects.

Physical Openness

One of the most interesting business developments in the United States has been an increased
physical openness in the workplace, which has been enthusiastically supported by customers. For
instance, small photo developing shops have sprung up where customers can watch the machine
that processes their film. It's also reassuring and fun to watch your car via video as it's being
repaired. Restaurants and bakeries that have designed their kitchens to be clearly visible to their
customers announce that they have nothing to hide. Hospitals invite fathers and other close
relatives into the delivery room during childbirth so they can see exactly what is going on.

Can this approach be made to work in your business? Absolutely. A Step Ahead in Petaluma is



California’s oldest shoe store, and we can see why it's been in business so long. Instead of just the
ordinary displays and the rather mysterious curtained off stock room of most shoe stores, boxes of
shoes line the walls so that their entire stock is out in the open. You know for a fact if they have
your color and size.

Or consider the case of Berkeley Fish. Since this small store moved its sushi-making area from the
back of the store to the front window, people gather to watch the Japanese delicacy being
prepared. Many are so impressed that they come in and purchase some for the first time.

This strategy could be followed with success by all sorts of other retailers, but for the most part, it
isn’t. Most businesses still prefer to do much of their work in a back room, far from public view. Are
we alone in suspecting that this is often for good (or should we say bad) reason?

Whether you run a garage or small radio station or fish hatchery or beauty salon, ask yourself how
you can change the physical layout of your business to let your customers better see what you do.
The harder this is to do the more they are sure to appreciate your efforts and the more likely they
are to comment favorably about your business to others.

Avoiding Conflict by Being Open With Clients

Jim Sullivan is an activist in the land preservation movement, writer and landscape
contractor/designer who lives and works in Sonoma County, California. He has found that being
open with clients is essential to the success of his business. He describes it like this:

“Often a client approaches me with a design idea he wants a bid on, and a problem can arise when
they don’t have enough money to implement their plan. If you can be open with your client and
create a good atmosphere, usually you can mutually redesign to reduce costs. One problem is that
in the landscape business most of the money a client spends is not visible. The actual plants, for
instance, are only a small part of the cost. The bulk of the cost actually goes into planning,
overhead, soil reconditioning, irrigation, transporting materials, site preparation and labor. Because
these costs are invisible, the client must have trust in the landscaper or conflicts are likely to
develop.

“To develop trust, | try to be absolutely open about everything | do. | put all the specs of the
particular job into every contract, and write the contract on a computer. Then | print it out and read
the entire four or five pages to my client. While this may sound tedious, | have learned the clearer
our understanding, the fewer problems that will arise. Reading aloud with the client makes it easy to
discuss any questions they may have and make necessary corrections before work begins. The
more precise description we work out the better. It also gives me a chance to explain all the
“hidden” work that must be done for a really excellent job.”

A building contractor we know does all of the above and also adds his profit and overhead on the
estimate instead of the usual practice of “hiding” these figures in the bid.

Openness in Management



In addition to building trust, openness has the great advantage of increasing business efficiency.
When each employee has to be given detailed instructions and requires careful supervision, a large
hierarchy of middle management is inevitable, and so are mistakes. When employees have an
overall perspective on the business operation, they can make better decisions where it most
counts—at the lowest level of operation.

The Open-Book “Revolution”

Here’s what Inc. magazine (cover story, June 1995) had to say about the radical idea of giving
employees lots of financial information about the companies they work for:

“Companies large and small have been inventing an approach to making money that is as radical
as it is simple. The open-book revolution. More and more CEOs have discovered what was missing
from all the past decade’s management cures—and have invented a new way of running a
company that overturns a hundred years of managerial thinking. The new system gets every
employee to think and act like a businessperson—and it gets astonishing results. . . .

“There are a few basic principles and by now, a lot of people who have experience putting those
principles to work in companies.

“Get the information out there . . .not only what they need to know to do their jobs effectively but
how the division or the company as a whole is doing.

“Teach the basics of business . . .. Some [employees] believe that revenues are the same as
profits. Or that profits are whatever a company has in the bank. Not many employees can tick off
the expenses a company must pay.

“Empower people to make decisions based on what they know . . .at Foldcraft (a chair manufacture
in Minnesota) every unit is accountable for its own numbers—and every man and woman in that
unit shares in the accountability.

“Make sure everyone—everyonel—shares directly in the company’s success, and in the risk of
failure . . ..

“Manco, a box manufacturer in Baltimore, sets annual targets for net earnings and return on
operating assets. If employees hit both targets, the company “Makes bonus,” meaning that
employees collect payouts ranging from 10% to 50% of their total compensation. Want to know the
prospects? Check out that lunchroom wall.”

A wonderful example of this kind of openness is Scandinavian Airlines (SAS). SAS “study circles”
were created so that each employee can learn about basic management issues, such as the long-
range plans of the company. In the first year's study circles, there are ten topics covered, with about
six hours of tapes and study per topic. Topics range from “A Functional Organization” to “An
Introduction to Systems Development.” The second year’s subjects range from “Strategic
Development” to “Planning for the Next Generation of Aircraft.”

Even more important than bringing management-level issues directly to each employee, SAS
publishes a weekly newspaper that presents and explains current financial information about the
company’s operations. In one edition, the financial information was even broken down into
subsidiaries such as hotel and catering services that the company operates.

The newsletter includes letters from customers (including complaints) and an open forum for
staffers. For instance, in one issue Jan Sorenson complains that a company brochure “is pure
nonsense” and Nancy Johnson, in reservations, suggests a better way to handle prepaid tickets.

The paper has very detailed operational information as well. For example, a chart on the back page
shows the amount of available seating on various routes for the coming three weeks.

Openness With Information

More and more businesses sell information instead of, or at least in addition to, tangible products.
Think about why you go to optometrists, lawyers, stockbrokers, banks or real estate agents—you



need the specialized information only they have access to.

If you're in a business or profession that trades in information, being open about your finances and
how you organize your workspace, while important, are clearly not the only elements in your efforts
to be open. Your real task is to be open with your customers by giving them the maximum amount
of information about what you do. If you trust your customers enough to demystify your precious
information, they will feel more comfortable, satisfied and appreciative of what you'’re doing for
them.

Few people outside the particular profession understand how a dentist, lawyer or architect
evaluates a particular problem. Too often, the professional works like a “black box"—the client
feeds in a problem and out comes an answer. The client has no real understanding of what a root
canal, temporary injunction or soils test is all about.

To change this situation, a doctor can stock the waiting room with material (written, audio cassette
or, increasingly, computerized) that answers medical questions. A real estate broker’s office can
hand out information going into detail on all procedures for selling a house. A bank can explain how
its policies make its loans or checking accounts a better deal than other banks.

If you find yourself reluctant to give out free information about the details of what you do, you
should rethink what you're charging your customers for. Are you afraid that if you give them
information they’ll realize they don’t need you? If so, perhaps openness isn’t for you unless you are
willing to change some fundamental aspects of how you work. However, if you come out from
behind the professional jargon your colleagues hide behind and let your customers in on the
maximum amount of useful information without paying you to interpret it for them, you will find that
your work satisfaction will improve because you are now helping educated participants rather than
ignorant skeptics. And at least as important, your income will go up too, because your clients will
surely tell many others about your refreshingly open and honest business practices.

Advice by Mail

Michael's offer to do telephone consultation in the first edition of this book now has a new twist,
thanks to one of his phone clients, The Center for Traditional Medicine in Cambridge,
Massachusetts. When the Center decided to plan a new marketing event, instead of phoning again
they sent Michael a postcard asking three questions and offering multiple choice answers for each.

Michael cried “brilliant!” and instantly added the Postcard Question Service to his repertoire. The
charge? Just $5 per card. (Because of the background information required—see the information
on telephone consulting in the Appendix—this offer applies only to businesses who consult with
Michael on the telephone first.) Now readers can send Michael a $5 check and a postcard for
simple, multiple choice marketing questions. This is also a new form of accessibility (Chapter 9).

Here is a questionnaire to help you measure how open your business is. This is important and well
worth the time it will take to complete. The authors’ years of consulting experience with small
business clearly demonstrates that the more boxes marked with an “X” on the right-hand side of the
page, the more effective the marketing program. Few “X” marks is a red flag indicating serious
problems.

How Open Is Your Business?

We are willing to answer the following specific questions about our business to:

Family Friends Emplyees Accountant Attorney Some All
Customeers
Customers

wages...

rent...



cost of
goods...

source of
supplies...

financial
problems...

profits and
losses...

specific
techniques...

| personally will show or explain in detail:

How | do what "~
| do...

How my
equipment
works...

How | price a
product or
service...

How | keep
track of time...

How | keep
track of
costs...

My financial statements are available to anyone who wishes to see yes no
them...

Openness With Ideas

Many businesses deal in what has become known as “intellectual property.” Intellectual property
consists of ideas, designs, trade secrets and practices, as well as patents, copyrights and
trademarks that you own.

Licensing is the main way that ownership of intellectual property is shared. For example, books are
licensed to film makers, films are licensed to video cassette distributors, toy designs are licensed to
manufacturers, promotional advertisements are licensed to local TV stations and inventions are
licensed to manufacturers.

Another way that intellectual property can be made available to others, of course, is simply to give it
to them. A restaurant can make its recipes available to its customers, a computer programmer can
post a program online for public use and an author can give away his poem.



Many businesses, of course, neither license nor give away their legally protected property but try to
monopolize it for their own gain. The world is full of secret formulas, patented inventions and
fiercely defended trademarks. Like other sorts of secrecy in business, most businesspeople never
guestion their monopolistic practices.

They should. A small business that tries to monopolize intellectual property treads a very
dangerous course. To illustrate this point, let’s look at a big business example of a product that
most people are familiar with.

In 1977, RCA developed a video player requiring a specialized video disc. It did not license this
product to others and tried to monopolize what it correctly saw as a phenomenal new business.
Unfortunately for RCA, Matsushita and Sony developed videotape players that produced similar
results (the Beta and VHS systems). Both were licensed to many manufacturers. By 1983, RCA'’s
basically excellent product was so isolated in the marketplace that the company canceled it. A few
years later it was clear that of the two surviving systems, the one which had been licensed most
widely (the VHS system) was scooping up the lion’s share of the business.

There are lots of similar examples of companies refusing to license their intellectual property losing
out to others who were more open. Audio tape is one, where reel-to-reel and eight-track systems
lost out to small cassettes because the Dutch Philips company licensed the systems for making and
playing the tapes to virtually anyone interested at a very reasonable rate.

What is the moral of this for small businesses that develop intellectual property? Simply that those
who are most open to including others in what they are doing are far more likely to prosper than
those who don't.

Generous Marketing Proves Historic Success

The late Andrew Fluegelman, formerly editor of PC World and senior editor of Mac World,
prominent computer magazines, authored a program to allow certain types of computers to talk to
each other, called PC Talk. Instead of selling this program, Fluegelman gave it away, in the process
refining a marketing strategy now known as “freeware.” Those who were given a copy of PC Talk
were encouraged to voluntarily send a licensing fee to Fluegelman. If they did, they qualified for
free program updates. The result is a computer business legend. With no advertising, Fluegelman'’s
program became a substantial success, bringing in over $200,000 in 1984 alone. Indeed, until his
untimely death in 1985, Fluegelman'’s total revenues from PC Talk exceeded the net return of all
directly comparable programs, many of which were marketed with expensive advertising hoopla.

Fluegelman’s program allowed computers to link to networks, which in the early 1980s were new
and limited. By 1993, computer networks were beginning to grow and the Internet had several
million active users. Into this environment stepped one of the most astounding marketing
achievements in history. Marc Andreeson started distributing, free, a program called Netscape.
Netscape was elegantly simple at the outset and allowed good graphics, direct access to files that
were made public on the Internet and easy movement to other distant files. The new environment
was quickly called the World Wide Web, and Netscape became the standard.

Netscape charged commercial users for its program and sold its services for internal corporate use.
The company sold public shares of stock in early 1995 and created a sensation that played a direct
role in lifting the whole domestic American stock market nearly 30% in one year. Then Andreeson’s
company achieved another historic first by generating revenues in excess of $100 million in its first
year of existence.

Marketing Without Advertising deserves a tiny amount of credit. The 1986 edition of this book was
the first published account of generous marketing, the RCA, Dutch Philips and Fluegelman stories.

At this point you may be saying, “Great story, but what'’s the point for my small business? | don’t
write software, splice genes or have a pantry full of secret recipes.” While the issue of licensing and
the principle of generosity in marketing doesn’t come up often for small businesses, something very
similar does commonly occur for all providers of goods (and sometimes, services) under the guise
of exclusive marketing agreements and exclusive territory agreements.



We have seen many businesses confronted with a retailer or wholesaler who says, “I'll only carry
your product if | can have an exclusive agreement in this area for selling it.” At first examination, it
makes sense—the retailer or wholesaler may make a greater effort to sell it if she has an exclusive.
In reality, the small manufacturer, artist or craftsperson faces the same situation as do giants like
RCA and Philips. The exclusive agreement makes it much harder for your ultimate clients to find and
buy your product or service because it inevitably results in severe restriction of the many ways it can
be sold, displayed and marketed. Indeed, no matter what the incentive, it is almost never worth
signing an exclusive agreement of any sort. Sometimes this means making a tough decision to turn
down what seems like a very lucrative deal. Do it. Never let short-term greed get in the way of long-
term good business practices.

Chapter 7: Deciding How to Educate Potential
Customers

Overview

For the most powerful marketing force, positive recommendations, to work, most businesses have a
major communication job to do. After all, if people don’t know the details of the goods and services
you offer, they are unlikely to be effective in recommending your services to their friends. But before
you can design an effective marketing plan, you must decide:

1.The general kind of information people need to know about your business so that they can tell
others about you, and

2.What specific groups of people you want to target for your educational efforts so that your
marketing plan based on positive recommendations will be maximally effective.

This chapter helps you focus on these issues. Once you've decided them, Chapter 8 deals with the
specifics of getting your message across effectively.

Before we get into the details of how to best spread the word about your business, however, we
suggest you run a little test as to how accomplished you already are in disseminating information
about your business. Ask ten friends and acquaintances—people you live near, or participate in
sports with or know from the PTA or a social club—to briefly describe your business. How well do
they describe what you do? Could they convincingly tell others about what you do? Or do they need
more information to really recommend you?

What Does Your Business Do?

Before you can sensibly design a marketing plan based on personal recommendations, you need to
articulate a clear, easily understandable statement of what your business is about.

A statement of what your business is may seem so obvious to you as to not bear mention. It isn't.
After working with many small businesses, we have learned that the business owner who can
clearly communicate what he does is the exception. When many of us are asked what we do, we
make statements such as, “What don’t | do?” or “Isn’t it obvious?” or “You know—pretty much what
the average small office CPA (financier, vet, etc.) does.” This sort of vagueness usually exists even
in seemingly straightforward operations such as bicycle repair or independent grocery store
businesses.

Charmian Anderson is a therapist who is excellent at marketing her services. She started her
practice in San Francisco with the few clients she acquired while finishing graduate school, but
needed more.

Anderson discovered early on that mentioning the fact that she was a therapist with a Jungian bent
didn’t generate much business, so she decided to concentrate on describing her business in a way
her friends and potential clients could easily understand. To do this, she created and memorized a
simple 25-word statement: “I help successful people with executive jobs or their own businesses
who have short-term emotional problems such as divorce, family stress or trauma.” She includes it
in her written flyers and other materials and delivers it orally at all sorts of gatherings, including
meetings of businesspeople—the kind where you stand up and tell who you are and what you do.

The brevity and clarity of her statement allow Anderson’s friends and supporters to actually find



potential clients for her because they have a concrete way to communicate what she does. By
contrast, her earlier definition of “I'm a therapist” was virtually useless.

Obviously, to create a good description of your business, you must thoroughly understand it
yourself. Surprisingly, many businesspeople, even those who have worked in a field for a long time,
haven't fully thought out all aspects of their business.

One place to start is by developing a clear understanding of the broader domain in which your
business functions. Let’s take an example. Suppose you manufacture a cooking pot. It would be
easy, but only partially correct, to say you are in the business of making cooking pots. To develop a
meaningful description of your business—one that will help you develop a marketing strategy—you
must consider the role of the pot in the lives of your customers. The idea is to look at all the
possible ways your business touches customers’ lives. Pots are for cooking, so any marketing
strategy should presumably be based on this fact. The truth is, however, if you assume that your
business has to do only with cooking, you will consider only a part of your possible market.

Let's see what happens to your marketing options if you consider these additional facts:
*Your pots are stored somewhere, so you are also part of the “kitchen storage” domain.
*Your pots must be cleaned, so you can add the “cleaning” domain.

«If some cooking methods, such as boiling and steaming, work in your pot while others, such as
frying, don’t, you might conclude that you are in the “health” business.

*Your pots (their color, shape, finish, etc.) will play an aesthetic role in the kitchen, so you are in the
decorating domain.

By broadening your own thinking about what your business is, you may well end up defining it in
ways you haven't thought of before. Some of these new ways may turn out to be keys to developing
a successful marketing action plan.

Each of our businesses is dependent on other businesses. This interdependence is pervasive and
shapes our activities. Thinking about that interdependence can help improve your self definition as
well as help others place you in the spectrum of commerce. An architect is a cog on a big wheel
that includes her graduate educational institution and the contractors, engineers, landscapers,
decorators, lawyers and graphics people she works with.

Consider another example. In 1850, the quill pen used by secretaries to copy documents could be
repaired by a wide range of semi-skilled craftspeople using many readily available materials. By
contrast, keeping a contemporary copy machine in operation is a far more complex task. To start
with, the copier is dependent on the proper electric power supply. It functions within a limited
temperature and humidity range and requires a certain type of paper and very precisely
manufactured fluids and powders. Further, it needs highly specialized maintenance by people who
show up with a trunk full of replacement parts that are impossible to get anyplace else.

The copier, then, is clearly in many domains: repair service, complex parts maintenance,
reproduction, electrical apparatus, information transfer, chemistry, xerography, aesthetics and
toxicology (some fluids are poisonous). Each of these domains has an impact on the marketing of
copy machine manufacturers, wholesalers, retailers, consultants and repair people.

To understand all the aspects of your business and define the wide range of domains in which you
can legitimately sell what you do, ask yourself these questions:

*What exactly is the role of my business in the life of my customer?
*How many domains does it touch?

For example, suppose you own a small grocery store and your only marketing technique is having
periodic sales, featuring discounted loss leaders. When you do this, your business attracts attention
only in the price domain. Many grocery stores never go much beyond this sort of marketing. In
other words, they implicitly describe their business as “food for sale at reasonable or low prices.”

But what about broadening the definition of your grocery store to include the fact that the food your
customers buy they must cook, clean and store. And when you think about cooking, don't forget



that a significant percentage of your customers regard the preparation and eating of food as an
important hobby, and a few elevate it to the status of a religion. Thinking about all of this might
prompt you to:

Put on a demonstration of how to cook an unusual vegetable currently in season. This would be an
excellent way to both focus attention on a produce department aware enough to carry the vegetable
in the first place and to show your customers that you think of food in ways other than how much it
costs.

If you are located in a congenial neighborhood or a small town where such events are popular, you
might invite some local chefs to make their favorite barbecue sauce. Pass out samples of chicken
dipped in the sauce as part of a contest to crown the local Barbecue King or Queen.

Invite a nutritionist to autograph books inside your store.
Set up a display of kitchen storage systems.
Demonstrate how to make a casserole in a microwave oven.

Have your local Tupperware distributor set up the food storage containers and explain how they
keep food fresh.

Many of these things are done by stores that understand how to view their product in domains other
than price. By broadening their view of their business, they are able to broaden their marketing
plan. Unfortunately, the great majority of businesses have yet to really take advantage of the
concept. In other words, they define what they do too narrowly.

Boiling Down What You Do

When we are approached by friends whose small service businesses are slow, we often suggest a
very simple technique that draws on the principles discussed in this chapter. We ask the service
provider to list four things she does on a 3x5 card and include her name, phone number, hourly rate
and available hours. Their next step is to duplicate the card and give it to friends and
acquaintances. Even this simple type of description always generates business.

For example, a bookkeeper friend who needed more customers listed:
scheck reconciliation,

epreparation and filing of quarterly tax returns,

egeneral ledger posting, and

*making budget projections.

A photographer’s card read as follows:

*photograph valuables for insurance records,

eam very patient with babies and small children,

«frame photos, and

*make home visits.
Within two weeks after each of these people sent their cards to twenty friends, both were busy.

One reason this simple card approach is effective is that it forces you to describe your business in
terms that make sense to potential customers. Your description tends to fit the customers’ language
and speak to their immediate needs better than a nondescriptive title like “bookkeeper,”
“photographer” or “therapist.”

What My Business Does



The following is a definition of what my business does, in about 35 words:

We support, with information, training, and equipment and

whatever else is needed for greater safety and enjoyment, individuals

who are interested in kayaking. We offer good storage and beach are

help them form clubs, offer trips and support others in the industry.

What My Business Does

The following is a definition of what my business does, in about 35 words:

We help individuals and businesses effectively define their aesthetic

and spatial desires. We use our skills and talents to organize the relevant

businesses, products and technologies to create the desired goals. We work

best with groups of five to 50 people.
Defining the Domains in Which Your Business Operates

By now you should be convinced that a clear, creative definition of your business is an essential
basis for a marketing action plan and that you simply cannot develop concrete marketing steps until
you know who you are aiming at and what, exactly, you offer. Once you know what your business
does, you can focus on those elements that make it unique.

Start by listing the domains your business operates in. To help in this process, examine your list of
payables to see with whom you really work on a continuing basis. Now, review your checkbook to
see what consultants you use, and make a list of them. Last, think over the general functions you
fulfill (the major domains in which you operate) from a customer’s perspective. Below are two
examples.

Now, put your lists together, think about them and refine them. Once you do, you should be able to
describe your business.

Bob Schwartz’s Tarrytown Conference Center

Bob Schwartz incorporated his vision of a business conference center into a larger domain than just
meeting facilities: the domain of ideas and issues. Bob took over a beautiful country estate in the
rolling hills just north of New York City and turned it into the Tarrytown Conference Center. By the
beginning of the 1980s, he had made it into one of the most successful and prestigious corporate
meeting centers in the U.S. Bob’s background was in journalism, working for Time-Life and helping
found New York magazine; also, along with his wife, he opened a small Japanese inn in the Catskill
mountains, long before there was a single sushi bar in the U.S.

All these experiences combined to give Schwartz the necessary skill to create the Tarrytown
success. In his favor, the bases were well covered from the start—the estate was beautiful, and he
hired superb people to run the hotel and dining facilities. But plenty of conference centers have both
of these attributes and still fail. Schwartz’s genius was to realize that corporate executives, who
were his principal market, were high energy people like himself, interested in the world, ideas and
the excitement of social issues. While other conference centers focused on “strictly business” in the
narrowest bottom-line sense, Schwartz organized a wide range of conferences at Tarrytown,
including the friends of Margaret Mead discussing anthropological issues, Judith Crist with
weekends on film and a number of creative thinkers discussing the social concerns of business.
Tarrytown’s reputation began to grow.



To this Schwartz added a School for Entrepreneurs and later a School for Intrapreneurs (see
Chapter 8). He also created a 15,000-subscriber mailing list for a Tarrytown newsletter, which
reported on the exciting diversity of the conference center’s activities and provided background
material on guest speakers and their ideas.

As Schwartz’s view of his business broadened, he continued to add new projects. For example, he
organized a conference and a group—The Tarrytown 100—made up of many of the most
innovative entrepreneurs in the U.S. This project is not only glamorous and fun, but also will
enhance his primary market as many of the young entrepreneurs take their places at the heads of
future Fortune 500 companies. Says Schwartz: “The power of an idea or a vision is the driving force
behind a successful marketing strategy, and the ‘whole’ has to fit together perfectly.”

The Domains in Which Your Business Operates

The major domains in which | operate (taken from my payables) are:

water safety equipment, marine suppliers, sports clothes, navigation equipment, equipment
storage, imported kayaks

The major domains in which | operate (from looking at checks paid to my consultants) are:

sports clubs, emergency first aid, environmental science, fabric technology, salt water lore and
tradition, water safety education

The general functions | fulfill (the major domains in which | operate) from a customer’s perspective:

recreation, health, stress reduction, weight control, travel, family fun

EXAMPLE FOR A WATER SPORTS EQUIPMENT BUSINESS

The Domains in Which Your Business Operates

The major domains in which | operate (taken from my payables) are:

lumber yards, hardware stores, paint suppliers, specialty catalogs, county refuse site, insurance
companies,

electrical sub-contractors, plumbing sub-contractors, moulding company

The major domains in which | operate (from looking at checks paid to my consultants) are:

accountant, law firm, materials specialists, architects, painters, mac-users group, computer
programmers

The general functions | fulfill (the major domains in which | operate) from a customer’s perspective:

bring dreams to reality, create an efficient, utilitarian, aesthetically pleasing environment, child safe
play areas and entertainment centers for the family

EXAMPLE FOR A CONSTRUCTION COMPANY
Providing Information on Businesses in Established Fields

Those of you who are in well-established fields—anything from a grocery or bakery to a television
repair shop or retail clothing store—normally need not be concerned with communicating the basics



of what you do. You are fortunate because the public has a pretty good knowledge of your type of
business. If you show a group of strangers your business card, you can expect the great majority of
them to generally understand your business and to know at least some of the reasons why they
need you. Obviously, however, these people won't know what special services and extras you offer,
such as the women'’s clothing shop that does minor alterations at no extra charge, the grocery store
that delivers, the laundromat that serves free coffee, the used auto parts company that delivers to
commercial accounts, the bakery that accepts phone orders for specialty cakes and so on. To fully
enlist the positive energy of your friends and acquaintances, you must give them something to talk
about. Your job is to make sure they are aware of the things that set you apart.

A business Michael consulted with, Joseph’s Sewer Rooter of Los Angeles, has been in business
more than a decade and makes service calls 24 hours a day, seven days a week. Joseph’s
problem is convincing a skeptical public that it really does provide such exceptional service.
Skeptical customers are like amateurs; they know enough to doubt. Michael suggested that they
develop five humorous stories about service calls made at odd hours and recount them on radio
talk shows and at real estate luncheons, chamber of commerce meetings and similar occasions.
The real message of the stories, of course, is that Joseph’s really does make house calls at any
hour; that message will come through the humor of the stories.

It's not too difficult to figure out what a bed store might offer, but the Berkeley Design Shop offers a
whole lot more than the usual mattresses and box springs. Michael Lavin, the owner, is in the
business of selling a good night's sleep. He has done extensive research during his 25 years in the
business on how to make a comfortable mattress and is extremely knowledgeable. Lavin usually
spends an hour and sometimes two with a customer as they try out different mattresses and learn
about what goes into a comfortable night's sleep. As part of his initial research he gave away beds
to physical therapists in exchange for their feedback. He also had them come into the store two
nights a week for a year to answer customers’ questions. And later Lavin installed a pressure-
mapping computer that greatly facilitates a custom match between mattress and customer. As you
lie on the bed, Lavin receives an instant readout on the monitor indicating your particular pressure
points.
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PART OF A FLYER FROM THE BERKELEY DESIGN SHOP IN BERKELEY, CALIFORNIA.

When you leave the Berkeley Design Shop you are a truly educated customer, and after a night's
sleep on your new mattress will probably tell all of your friends.

To take another example, almost everyone has some idea of what a bail bondsman does. Just the
same, a bondsman who provides better service can do a lot to gain the business, if not the
affection, of potential customers. A bondsman who accepts collect calls, takes personal checks or
jewelry in an emergency, is open 24 hours and has a radio dispatched car and national service
should emphasize these facts.

A bank is another business that doesn’t need to be explained to potential customers. So, rather



than bore people with explanations of check cashing services or safe deposit boxes, a wise banker
will emphasize unique services. Take, for example, the National Bank of the Redwoods,
headquartered in Santa Rosa, California. This locally owned bank specializes in providing services
to small businesspersons and tells customers that its commitment is “to bring the bank to you.” For
example, bank personnel often go to the borrower’s place of business by appointment. In addition,
the bank underwrites a messenger/courier service to deliver paperwork and pick up deposits and
other important documents, making banking less time-consuming. To make changing from other
banks easier, NBR sends out an account executive to work with the business’s accounting
personnel. This includes helping them with the forms, endorsement stamps and other paperwork
needed to complete the switch.

When the woman in charge of New Accounts was asked how the National Bank of the Redwoods
informs customers of these services, she commented: “I sit down with every new customer and
assess their needs, suggesting services that seem appropriate for them. In addition, | give them
pamphlets that explain our services and charges. Of course, we are continually working on new
services such as electronic banking, which requires a different approach. In that case, we formed a
focus group of customers and did role-playing exercises to help figure out what customers might
require. We then devised a questionnaire that we sent to 170 customers. From their feedback, we
now have ten questions we can ask potential customers to help them decide if this is a useful
service. We currently phone customers we think might be interested in electronic banking and offer
to go to their place of business to give them a demonstration.”

There are many ways an established business can inform customers about these kinds of extra
services. For example, the 7-11 convenience store chain brilliantly chose a name that told its
customers that it was open earlier and later than traditional grocery stores. More typical methods
include flyers sent out to your mailing list and signs in retail stores or office waiting rooms. You can
also note an extra service or two on your business card and personally explain the availability of
extra services when customers visit your business. In occupations where you deal with a relatively
few people, you can even call them to let them know about a particularly valuable new service.
Chapter 8 discusses many more strategies.
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A PAGE FROM THE FLYER OF THE GENTLEMAN FARMER, AN AGRICULTURAL SERVICES
COMPANY IN SEBASTOPOL, CALIFORNIA.

Businesses in New or Obscure Fields

It's one thing to market an established business by convincing customers that you do a better job or
offer extra service, and quite another to let people know about a business in a field they have never
heard of. For example, if you are a businessperson who sells wholesale lapidary supplies or
structural mylar members, very few people will know what you do from a quick perusal of a
business card. Even if your business isn’t quite this obscure—say you are a freelance video
technician, a computer-aided drafting firm or the operator of a papermaking studio—exactly what



you do may not be clearly understood.

Don’'t assume that your business is immune from the need to educate existing and potential
customers because it has been in operation for some time. For instance, even today there are
many people who don'’t take advantage of the services of specialized travel agents, services that
buy airline seats in bulk and negotiate low rates at no charge to the customer. Specialized agents
can get flights to Hong Kong, Tokyo and Amsterdam at rates that are half of published fares.

Many owners of new types of businesses do realize they must educate people about their field in
order to create customers. Take the tofu business as an example. For the uninitiated, tofu is a
Japanese soybean extract: the cottage cheese of soybean milk. It was introduced in the United
States in the early 1970s as part of the health food movement.

Bill Schurtleif and his wife, Akiko Aoyagi, were among the pioneers in creating the first small market
for the product with their Book of Tofu (Ballentine), which they promoted with a nationwide media
tour. On their tour, they gave order forms to interested people to buy “do-it-yourself” tofu-making
kits. Schurtleif and Aoyagi understood that if they were to sell many books, people needed more
and better information about tofu, the most important of which was what it tastes like.

Now, several decades later, many people in the food business take it for granted that everyone
knows what tofu is. This, of course, is nonsense; probably a majority of Americans have yet to taste
tofu. In other words, people in the tofu business, even after years of educating potential customers,
have barely scratched the surface. To further expand their market, they still have a major teaching
job to do.

Redwood Hill Farm, an award-winning goat dairy that has the greatest variety of goat milk products
of any dairy in the United States, has been in business in Sonoma County, California, for over 20
years. Not only is it in a rather obscure field, it also has the added challenge of overcoming buyer
resistance to its product. Even though the dairy is successful, it never lets up on efforts to educate
both existing and potential customers. The most effective way that owners Steven Schack and
Jennifer Bice have found is to give out samples of their yogurt, milk and three kinds of cheeses so
customers can taste for themselves. They also bring some of their 200 goats to fairs and invite
school children to their farm. Their animals are extremely friendly, and teachers and parents can
see that the operation is immaculate. Along with the samples they hand out literature at fairs that
inform customers that they use organic feed whenever available, do not use hormones such as
BST to increase milk production and are committed to producing the best-tasting, least-processed
goat milk products possible.

Steve Halpern is a composer and performer of a very specialized type of soothing and meditative
electronic music. In the early 1970s, he was a pioneer in a field that later attracted many musicians
(of course, Ravel and others had done it earlier with traditional instruments). Halpern chose to put
his music on cassettes, a medium which had almost no retail market at the time. After questioning a
number of people who responded favorably to his music, he found that many patronized natural
food stores. One by one he called on these stores and played his tapes for the owners. Sure
enough, they liked it, stocked them and even played the tapes as background music for their own
enjoyment. Not surprisingly, the tapes slowly began to sell. Each tape had an address and price for
additional ordering. Several years later, when FM radio stations began playing his music, Halpern’s
audience grew even more rapidly.

Ambica, a potter, was among the first Americans to work successfully with low-fired raku, a process
of firing pottery that was relatively unknown and unappreciated among art, craft and pottery buyers.
To help people understand it, she scheduled regular evening events, where she served tea and
snhacks in her studio. Generally, she was able to attract ten to 15 guests a month. At each event,
she encouraged people to make an object of clay which she would glaze and fire. For those who
were shy, she had ready-made pieces that they could engrave or personalize. Nearly everyone
came back to pick up their pieces after the firing and looked around the studio at Ambica’s work as
well. The market developed, and her work sold.



Some businesses, if not exactly obscure, are traditionally very low-profile. Good Vibrations, a San
Francisco and Berkeley store that sells sex toys, video and audio tapes, guides to safer sex and
books, has broken out of the sleazy sex-shop mold and now, after two decades of operation, is
recognized world-wide. Education is central to putting potential customers at ease. The business
does public outreach at human sexuality courses and clinics, sponsors workshops, hosts book
signings and acts as a resource in the community. It publishes informative and humorous
catalogues and newsletters that discuss the products. The Good Vibrations motto is, “If you want
something done right, do it yourself,” so it is fitting that it is the sponsor of Masturbation Month,
which has been picked up by national magazines. Within the catalogue they make sure customers
know just what they will be getting by clearly marking each category. In the book section, for
example, under Family Sexuality are titles such as Talking With Your Child About Sex and Period;
in the smut series there are titles like Modern Lust and Lusty Lesbians.

The business also makes potential customers, who would never patronize the typical store that
sells sex toys, comfortable by assuring them of confidentiality. It never sells, rents or gives
customers’ names to anyone else, and all items and literature are shipped in plain brown packaging
with their corporate name (Open Enterprises) on the return label. To encourage customers to tell
their friends, they offer to send them a brochure. The mature approach taken by founder Joanie
Blank and adopted by the current worker/owner cooperative sets Good Vibrations apart from others
in the field.

ICONS USED IN THE GOOD VIBRATIONS CATALOGUE.
Who to Educate

Once people in a new business face up to the need to educate their customers, the next question
becomes who to educate. Don’t assume, as many small businesspersons do, that this is a trivial
guestion. The key to getting a good personal recommendation marketing plan in motion is to get
your message before the eyes and ears (and in some instances, the noses and mouths) of the right
people as efficiently as possible. To put it another way, because all small businesses have finite
(often painfully finite) resources, you must concentrate your educational energies on the people
most likely to respond positively.



The following chart illustrates categories of potential customers.

Categories of Potential Customers
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Where are your current customers?
potential customers?
potential sources of referrals?

It may be surprising to you to learn that many users do not fall along the diagonal, increasing their
usage of your business as they become more expert about what you do. This is important to know,
because most marketing strategies are based on moving people along this diagonal—teaching
them more about your business as they increase their use of your product or service, with the idea
of increasing use even more. There is nothing wrong with this strategy unless you overlook the
facts that lots of potential customers also exist in other categories (the boxes on our chart), and that
catering to the needs of these customers can also produce excellent results. For example, there are
people who don'’t use a product but have expert knowledge, such as an aerodynamics engineer
who doesn't fly, or a professor of criminal law who rarely, if ever, sees the inside of a courtroom.
Both of these people are surely asked by friends and relatives (and maybe even by business or
government, if they are retained as consultants) for recommendations about businesses or people
who provide services in their fields.

Similarly, there are heavy product users who are nasve, such as the wealthy champagne drinker
who just loves “those happy little bubbles,” or the person who orders large bouquets for the home
each week because it's expected, but doesn’t know the names of most of the flowers. People in
these groups may have no interest in increasing their sophistication about the product. The nasve
user of a flower service may care a lot more about whether the business will deliver on short notice
than about whether it publishes a newsletter full of interesting horticultural facts.

The point is that any good marketing strategy must communicate with customers who have a
number of different levels of expertise. If you own a mountaineering shop and concentrate on
communicating with your class 5 climber customers, you are likely to talk over the heads of, and
perhaps even alienate, the much larger number of weekend backpackers.

Similarly, if you own a men'’s clothing store and concentrate all of your marketing strategy on
educating people about fabric, you may totally lose the interest of the many men who simply want a
decent suit that won’t wrinkle on airplanes.

To make this point in a different but important way, consider how often people who are nasve about
a particular product or service purchase it as a gift, as is often the case when a man buys a woman
jewelry or someone who knows a relative is into photography buys her a camera lens.

Businesses that traditionally cater only to men or only to women should be particularly aware of
changing societal gender roles and broaden their marketing accordingly. Thirty years ago, men
bought most cars. Today, women buy cars (and trucks) by the millions. If you're selling pickup



trucks and assume that women are only picking out the color after some man decides on the
model, you're going to overlook a lot of potential customers who are probably eager for helpful
information about what you're selling. Similarly, today men buy skin lotion, cookware and diapers in
numbers that would have seemed amazing less than a generation ago.

Osmosis, a company that marketed the first enzyme bath in America, got immediate results by
directing its marketing at expert non-users. Owner Michael Stusser printed a brochure explaining
the enzyme bath to potential customers:

“A remarkable form of heat therapy from Japan, which relaxes, soothes and energizes the body,
mind and spirit. Unlike other heat treatments, the enzyme bath generates heat biologically, through
fermentation, nature’s purification process. The bath is composed of fragrant antiseptic cedar fiber,
rice bran and over 600 active enzymes. The action of the enzymes produces a special quality of
heat that improves circulation and metabolism, helps the body to break down toxins, and thoroughly
cleanses and beautifies the skin. The bath often relieves aches and pains, and is especially
beneficial for people suffering from tension, fatigue and high stress.”

Since the enzyme bath is almost unknown in the United States (even though it's been enjoyed by
the Japanese for over 40 years), Stusser clearly must teach people a good deal about this product
before they are likely to buy it. In this case, trying to move a lot of people up the diagonal line on the
marketing chart from naeve/light user to expert/heavy user would almost surely be both incredibly
time-consuming and expensive, probably involving writing a book (and a number of magazine and
journal articles), doing extensive public relations to sell the book and giving public demonstrations
and teaching classes, to mention just a few.

Perhaps eventually Stusser will find the time to do many, or even all, of these, but because he
needed customers right away, he decided instead to concentrate his marketing effort not on
informing potential users, but experts in the field of body work. These people are primarily health
professionals who practice alternative healing methods and have studied Asian medicine. Some of
them had heard about the enzyme baths but had never had a chance to experience them. Stusser
provided them with an opportunity to take a complimentary bath. Many of those who responded
loved the enzyme bath and immediately began referring their clients who they felt would benefit
from the relaxation and penetrating heat.

Sylvana LaRocca owns Made to Order, an Italian delicatessen in Berkeley, California. She
concentrates on educating non-users about Italian delicacies. In addition to fresh pasta and
imported cheese and wines, LaRocca stocks a wide array of Italian delicacies, many flown to her
fresh. Realizing that her customers are unlikely to purchase things they can’t pronounce and have
never tasted, she follows the fairly standard practice of placing samples of many items on the
counter. In addition, however, she hand-prints large colorful signs, which she hangs on the wall
behind the counter, which say things like, “Mascapone—made from fresh cream. A heavenly
cheese from Italy that can be eaten with fish, fruit or spread on chocolate cake—perfect on bread
with olive oil and salt.”

LaRocca’s idea is to stimulate her customers to ask about these products. She then has the chance
to enthusiastically educate her customers about Italian delicacies, her favorite subject. Most people
who hear her share her excitement and take home a bag or two of goodies they hadn't planned to
buy when they entered the store. Eventually, many even learn the correct pronunciations, which
they use to impress their friends, thus educating a whole new group of potential customers.
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Byerly’s is a prospering chain of grocery stores that almost never advertises. The manager of each
store in the Minnesota-based chain has considerable leeway to provide services in the particular



neighborhood. Every store has a full-time home economist who helps customers with nutrition and
menus. A wonderful example of its superior service and education of customers in this health
conscious age is Byerly’s color-coding of foods for special diets. For example, all low-cholesterol
foods in the store might have a blue tag, and customers can also get a list of them from the store’s
home economist.

Working With Knowledgeable Customers

Nan Hohenstein, a skilled publicist whose one-person San Francisco agency specializes in
handling publicity for the publishing industry (such as author appearances on radio and TV shows)
and also publicizes events such as fairs and trade shows, concentrates on knowledgeable
businesspeople in the field—for example, small publishers with an even smaller budget. Many
people in this group, because they have been only light users of publicity services, fear that
comprehensive public relations (P.R.) services will be too expensive. Holstein’s goal is to help
these people become medium or heavy users by explaining to them how she can lay out an overall
campaign but allow them to do many of the time-consuming P.R. tasks themselves at a very
reasonable cost.

Hohenstein explains, “I'm really good at what | do but have a difficult time with certain kinds of
clients—the worst client for me being someone who has rarely used a publicist. These people really
don’t know enough to appreciate the work that goes into what | will do for them. If lots of people
show up at an event | organize, those clients tend to assume that it's in the nature of things, not
acknowledging how much my getting the word out contributed. That's why | prefer to concentrate
on clients who know a good deal about how the publicity business works, say someone who has
worked in an arm’s-length relationship with a big P.R. firm that has charged them high prices. While
these people are generally knowledgeable, they don’'t know how to use my more personal and
flexible services, which allow the client to save a great deal of money by doing their own envelope
stuffing, follow-up calls, etc. My job is to educate this second group on how to use my services
effectively. Once | do this, it's usually relatively easy to produce positive results at a moderate cost
and | naturally get repeat business.”

Allen/Vanness, which began by selling elegant woven fabric available in a wide range of patterns at
craft fairs, decided its best marketing strategy was to educate clients in the “nasve heavy users”
category. It expanded to include scarves, shawls, wraps and ties, selling to expensive designer
stores in San Francisco, Los Angeles and New York. Initially, the people who patronized these
pricey outlets had little real appreciation of the extraordinary quality of the handwoven fabrics used
in the garments; they just liked them. To increase sales, Allen/Vanness decided to help customers
understand why they liked woven products so much. They taught the salespeople in the various
shops about how their handwoven goods were made and why they offered such a superior value.
When this information was passed along to the customers, sales went up.

Consider how educating customers can lead to better business. Pastorale, a Freestone, California,
business that emphasizes natural fibers, sells beautiful clothing made of silks, rayons and wool.
Larry and Nancy Rowinsky, the proprietors, go to great lengths to educate their customers about
the care of what they buy. Their main concern, however, is that light users are often naeve about
taking care of fine wool garments and exaotic silks and rayons. For instance, they put a wet wool cap
on a hat rack or sweater in a clothes dryer—and when the hat stretches and the sweater shrinks,
uneducated customers typically blame everyone but themselves. To deal with this, Larry and Nancy
put a lot of effort into teaching new customers how to care for their fabric. In addition to the tab
inside each garment and the hang tag they believe in verbally informing each customer of the
safest and surest way to care for their purchase. The time spent with each purchaser makes for
satisfied customers who feel confident in buying and caring for their items.

Recently they have branched out into clothing products that are environmentally friendly and made
in the USA, so they have the job of educating customers about an entire new field. An example is
Polartec” jackets, made of a fabric made from recycled plastic bottles. They inform each customer
that the quality of the product is unsurpassed. Not only do they come in stunning colors, it's a
friendly plastic. It doesn't pill and doesn't get itchy. It stays soft and comfy; it is rain repellent, can be
treated with Scotchguard for waterproofing and lasts and looks great for a long time. Technically



speaking, all clothing on the American market must pass rigid tests for flammability. This one is no
exception. Now and then you hear about a recall; there have been none on this product. Customers
take pride in wearing the jackets because they feel they are participating in recycling.

Our favorite yarn store follows the traditional approach of converting novices to amateurs to
encourage them to patronize the business more. The shop owner estimates that at one time or
another, 40% of her customers depend on her to help them with a project. As they become better
knitters and crocheters, many of her patrons move from nasve/light users to amateur/medium
users. Without instruction, business would surely suffer.

For another wonderful example of how helping your customers to become better-informed users
can improve your business, let's again refer to the National Bank of the Redwoods. This bank has a
credit analyst on hand to help unsophisticated small business owners put their financial information
into a form the bank can deal with. This not only provides the bank with the correct information it
needs to make loan decisions, it helps turn naive light and medium users of the bank’s services into
steady and profitable customers.

Do People Know What You Do?

At a party, % of the people who hear the name and a very brief description of my business will
know a little about the details of what | really do. [For instance, 100% would know what a barber
does, but only 3% would know that an oncologist studies tumors.]

At a meeting of business people generally (for example, the Chamber of Commerce), about
% of the people who hear the name and a very brief description of my business will know a
lot about it.

When a potential new customer approaches, how much does he or she really know about what |
do?

Doesn't know “7  Knows a little "7 Knows quite a bit and is very confident
anything
Among new customers, % have used someone else in my field (or a similar product) before.

Are there experts in my field (or closely related fields) who have had little or no experience with my
goods or services?

yes no
List by category:

Are there specific categories of people who would have less than an average level of knowledge
about my field who might use my business if they knew more about it, such as people who seldom
travel (about the travel business), landlords, commuters, etc.? List:



Do any of these categories of people include good prospects for my business? List:

| have available the following information about my business:

Descriptive brochure "~ Guide book for new customers
Descriptive label "7 General instructions or manuals
References °7  Articles "" Order form for more general information
°” Books
Manuals
| provide:
Personalized instruction °" Classes
Examples of other customers "7 Samples
Introductory discussion "7 Free first lesson

Chapter 8: Howto Let Customers Know Your
Business Is Excellent

Overview

We've just talked about the need to decide which groups of customers and friends to focus your
marketing efforts on. This chapter discusses the best ways to give those people enough information
about your business so that they will know why it is good and be able to communicate this to
others. The point of doing this is obvious. To really become effective missionaries on your behalf,
your customers, potential customers and friends need to know specifically what sets you apart from
others in your field.

How do you make sure your customers have enough information about you to spread the word
knowledgeably? One way is to tell them yourself. The way you run your business, of course, makes



a strong statement. However, you should also make an effort to give your customers information
that lets them judge the quality of your business for themselves.

For example, a plumber might say, “I'm glad you let me install 3/4-inch copper pipe instead of
plastic, because | feel confident it will last two generations without giving you any problems. Also, it
works so well that the pressure in your shower is now good enough that you can take a shower
while washing the clothes and running the dishwasher, without loss in pressure.”

Or, if you tell a customer in your boutique that the half-Dacron, half-cotton jumpsuit she is
considering buying to bring on a trip will dry on a hanger in two hours without any wrinkles, and it
does, that person has clear evidence that you and your business can be trusted. Or, if a respected
financial columnist states that for a certain type of investment, a 15% return is excellent, and your
personal finance advising service has just done substantially better than that, you will want to be
sure your clients are aware of how you compare.

A second way to ensure that your customers have information is to have someone they trust tell
them how good your business is. Positive validation by a trusted person can be extremely effective.
For instance, think about how good you would feel if a fashion designer told you the suit you were
wearing was beautifully tailored, or if your uncle who is a dentist looked into your mouth and
assured you that your regular dentist did excellent work or if an award-winning architect remarked
positively about the remodeling job you had just done on your kitchen.

You can and should, of course, use each of these methods to let your customers know that you run
an excellent business. Once they know this, they will not only tend to patronize you more
themselves, but will also surely recommend your business to others. Let’'s now look at these
techniques in detail.

Tell Them Yourself

How can you effectively communicate your confidence and pride in what you do without boring
people to death or appearing hopelessly egotistical? The most immediate way is to have your own
genuine good feelings about what you do be so pervasive that your customers immediately pick up
on them. Earlier in this book, we discussed the importance of having a clean business, enthusiastic
employees, open books, honest pricing, and offering lots of extras as well as selling a quality
product or service. All these things tell your customers that you are a first class operation. In
addition, it is extremely important to pay attention to details, such as how you finally present your
product or service, including the wrapping, if any, clear instructions on use and what to do if
something goes wrong with a product or a service proves disappointing.

Once these basic good business techniques are in place, you are ready for the next step:
maintaining a high level of communication with your customers. Communication (oral when
possible, written when not) should be built into the operation of your business. There is no need for
this contact to be boastful. People are sick of being told by advertisements that a certain product or
service is bigger, better, faster or sexier. Make the communication meaningful and interesting—
beyond a functional description of what you're selling. A catalogue can educate your customers
about what you do especially if you tie it to a story. We all love a good story, and are more likely to
patronize a business that takes the time to tell us one. The following brief excerpts from mail order
catalogues illustrate the technique.

Burgers’ Smokehouse, located in the Ozark Mountains of Missouri, has this to say about its hams:
“These are the hams our fathers, grandfathers, and their forefathers made. It is the ham that was
made at the time of the Pilgrims and long before. They are cured the old-fashioned way—outdoors
in a corn crib or, as in our case, in a special building which allows fresh country air to move
continually around the hams—and aged for a year. Because it is so time consuming, most



production of this type of ham is for private consumption, and we are virtually the only firm that
makes it in commercial quantities.”

The House of Tyrol in Cleveland, Georgia, sells beer steins to collectors. Its catalog contains not
only detailed descriptions of the steins, but background information that is bound to captivate
collectors. For example, with a description of a stein that depicts Frederick the Great and the
Prussian eagle is the following story:

“His father thought him a weakling, beat him, and cast him into a dungeon for a spell. Indeed,
Frederick 1l played the flute, corresponded with Voltaire for 42 years, was known as the philosopher
king, and even anonymously published a refutation of Machiavelli. Yet, Frederick, inheriting an
army of 100,000 giants, wrested Silesia from Maria Theresa, held off the combined forces of
Austria, Russia, and France, and later joined in the first partition of Poland. When he died in 1786,
he was known as the Great, and Prussia rivaled Austria for control of the German states.”

Here are several other examples of businesses that tell their customers how good they are in
creative and helpful ways:

*A delicatessen that makes sure all new customers know how to prepare the exotic foods they
purchase.

*A caterer who has a favorite recipe printed on business cards.

« A craftsperson who includes a card with every piece of finished work, explaining how it was made
and where the materials came from.

A bakery that prints on its bags its policy about using only natural ingredients.

Here are some small businesses that do a good job of having others communicate favorable
information about them:

«John Lande, a lawyer who specializes in mediation, publishes a newsletter/bulletin to educate
people about the reasons for choosing mediation over an adversarial approach to dispute
resolution. This newsletter contains articles by people prominent in the field discussing the best
mediation techniques and other important information about the field. Lande sends his newsletter to
other lawyers who might refer mediation cases to him, as well as to a wide range of legal
practitioners and former clients who might know of others who could use his services.

*Mary’s Flowers, in Seattle, sells special flowers, shears, decorative figurines and vases used for
traditional Japanese flower arrangements. She always has a fresh arrangement in the window
created by a person skilled in the field. This subtly, but obviously, tells her customers that her
flowers and other materials are first-class.

No matter what your business, you can offer a descriptive brochure about your goods or services,
extensive descriptions on your label (if that is appropriate), guide books, instruction manuals or
handouts containing basic information about your goods and services. Remember, if your business
is truly a good one, the more your customers know about your field, the better you will stack up.

The options in providing general information about your field of business are very broad. The
following questionnaire, though far from exhaustive, is designed to stimulate your thinking and
imagination.

The following pamplet, published by the Copenhagen Furniture Company, is an excellent example
of the material in this book. The pamphlet is on the desks of salespeople and is given to each
customer who expresses an interest in the store or its merchandise.

Help Customers Judge for Themselves
The best way to let your customers know your business is good is to provide them with the

information they need to judge for themselves. You can give your customers four broad kinds of
measures to accomplish this: Direct, Public, Education and Referrals.
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Do You “Tell Them Yourself”?

Do you give verbal assurance to customers about the quality of your goods or service?

never ® seldom

often °T  always

How? What kinds of things do you tell customers?

Is specific evidence given to customers to back up this assessment? [Examples: “Call me back if
you don't see a result in three days.” “Measure it before and after you put in a cold wash to make
sure it doesn’t shrink.”]

yes no
Who usually tells the customer?
“7 I tell them “” some employees tell them
most employees tell them “7 all employees tell them
Is follow-up done to check new customer satisfaction?

never "” seldom “T often °T  always

Is follow-up done to check regular customer satisfaction?

never "7 seldom °T  often "7 always

Direct Measures

At the simplest level, you can tell your customers about special features of your goods or services.
Examples of this technique include:



*A wine store that displays graphically attractive material telling customers how to judge a good
wine and then gives them a list of ten “good buys” and asks them to judge how they stack up.

*A real estate company that demonstrates with a bar graph that it outsells other companies in the
area and places this information in the local real estate guide and in the office.

*A brake shop that distributes information sheets explaining the various types of brake jobs it does
and how long each should last.

*Rollerblade, an in-line skate manufacturer, which lays out a course and brings a van full of skates
to announced locations so customers can try before they buy.

Pinchot & Company

Selling a service to the top executives of Exxon, Xerox and DuPont can’t be considered an easy
job, especially when your first post-college business experience was blacksmithing. That is
precisely what Gifford Pinchot Il has done. His firm, on Vashon Island near Seattle, sells an
Intrapreneurial training program. Included in Pinchot's sales packet is an “Innovation Audit” for
major corporations designed to see if they are encouraging the development of new ideas. A full-
scale audit can cost upwards of $50,000 and take several months. The company also offers a mini-
audit for less.

Pinchot started with his own entreprenurial spirit and experience, first farming and then
blacksmithing for eight years and running an inventor’s brokerage. He had the respectable
academic credentials necessary for many mainstream jobs but preferred running his own business.

In the late ‘70s, he participated in the School for Entrepreneurs at Bob Schwartz’s Tarrytown Center
(see Chapter 7). While there, he asked himself the question, “Could a large corporation keep the
entrepreneurial spirit within itself?” As he said in USA Today (August 22, 1985): “One very large
firm lost 37 people that they really thought were important. They discovered after five years that
those 37 people had formed businesses which were 2.5 times as large as the company they had
left.”

Although Pinchot clearly had a good business idea, he had to do a number of things to appeal to
major business clients. Many of them had to do with giving potential clients information with which
to measure his work. To accomplish this, Pinchot first developed his direct support community—
people experienced in the field, with whom he could brainstorm and learn. As it turned out, three
men in Sweden (the Foresight Group) were taking a similar approach in helping Swedish and
American companies, and Pinchot worked with them to learn how to deal with large corporate
clients.
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Next he, with the support of the Swedes and Norman Macrae, editor of the prestigious Economist



magazine, gave the methodology a name: Intrapreneurship. With the name and the direct client
experience, Pinchot opened the School for Intrapreneurs at Tarrytown Center and marketed the
courses to the Center’s big business community. In addition to instant credibility, this provided him
with students.

Pinchot’s next step was to begin to talk about his ideas with the American business press, which
was eagerly soliciting information about his new ideas. As part of getting the word out, he wrote his
own article on the material, published in International Management magazine, which led to further
coverage by Inside R & D.

Simultaneous with the beginning of his publicity campaign, Pinchot started work on a book called
Intrapreneuring, which was published in 1985 by Harper and Row. The book was based on
interviews with “intrapreneurs” from major companies and provides examples for his prospective
clients. When the book was published, Pinchot got widespread publicity in the general press and
made special efforts to be covered by the business press. The result was large articles in Inc.,
Boardroom Reports, Business Week and other publications.

Finally, because he frequently used the 3M Corporation in Minneapolis as an example of an
intrapreneuring company, Pinchot asked for permission to study the company. Not expecting
payment, he was surprised when 3M felt it needed a new outside viewpoint and hired him for an
audit. Word of Pinchot helping his best example spread widely among corporate executives and
helped further expand the firm’s business.

This type of direct explanation offers a concise measurement that your customers can easily
evaluate. Let’s now look at the specifics of how four businesses accomplish this.

Bruce Nelson of Local Color Inc., Mill Valley, California, specializes in exterior paint jobs for older
houses. He has developed a one-page checklist that details the elements of a quality house-
painting job. He gives this form to all prospective customers when he bids for a job. This gives them
a chance to understand all that his work entails so they can have a sensible basis on which to
compare other painters’ bids. More to the point we are discussing here, it also provides them with
the background information necessary to evaluate the quality of Nelson’s work when the job is
complete. Local Color also gives potential customers a list of buildings it has painted. Divided into
“Driving Tours” of different neighborhoods and house styles, this provides a convenient way for
anyone interested to check out Local Color’'s work in advance. In 1994, Local Color painted two
houses on the famous Post Card Row—a street in San Francisco lined with historic Victorian
homes—and won first and second place in the “Picture It Painted Professionally” contest sponsored
annually by Painting and Decorating Contractors of America.

The House Cleaners of Memphis, Tennessee, specializes in cleaning apartments when tenants
vacate. When its employees finish, they leave a detailed checklist for the landlord, marking off such
items as “cleaned venetian blinds,” “oiled hinges” and “cleaned refrigerator coils.” Many landlords
who would never think of cleaning some of these items still feel very good to learn about what they
see as an extra service.

In a similar vein, Barbara, a mother of school-aged children, needed to supplement her income and
decided to clean houses so she could control her schedule and be home when her children arrived
after school. Barbara has evolved a method that makes new customers both knowledgeable and
satisfied. Initially, Barbara comes to a potential customer’s house to determine, specifically, what is
expected of her. She then sits down with the customer and draws up a short contract which
specifically states what will be cleaned, how often, who will provide necessary supplies and how
much this will cost. Then, Barbara comes and cleans everything at the agreed-upon price, even if it
takes her a little longer than estimated. She then leaves the homeowner a note asking him to call if
he has any problems and suggesting any adjustments in the arrangement. If she doesn’t hear from
the person within a few days, she calls to make absolutely certain he is happy with her service and
to discuss whether he wants to add or subtract anything from the agreement. From then on, she
comes as scheduled and keeps to the agreement. Needless to say, Barbara is so valued by the
people she works for that she commands a premium price and has a waiting list for her services.
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Written agreements are particularly important in many consulting and personal service businesses
where customers often don’t know just what it is you do. In addition to defining the specific task to
be accomplished (for example, designing a computer program to track sales calls), it is also
important to use a contract to tell the customer exactly how you charge. For example, many
professionals charge for missed appointments in some circumstances. If you do, letting your clients
know in writing as part of your contract about the specifics of your billing practices, such as the fact
that “Travel time is charged at one-half the standard hourly rate,” or “Phone calls of more than five
minutes’ duration are charged for a quarter of an hour,” is a direct and beneficial way to both give
them necessary information about your business and to indicate that your time is valuable.

Typically, a letter of agreement such as this works well:

Sample Letter of Agreement

Ms. Nancy Lowell
Compu-Consultants
24360 9th Street

Berkeley, CA 94710

Ms. Jeanne Pierson
Butterfly Boutique
1234 Mountain Blvd.

Montclair, CA 94725



Dear Ms. Pierson,

The object of this consulting project is for Compu-Consultants to help you, the owner of Butterfly
Boutique, to set up an operating financial reporting system that will allow you to travel for periods of
up to six months with confidence that the accounting and bookkeeping aspect of your business will
be well run while you are gone. This should be accomplished in three months, using no more than
90 hours of consulting time.

The technical specifications of all software necessary to accomplish this goal and a detailed
statement of what the software will accomplish are appended to this agreement. Consulting time
shall be billed monthly at $75 per hour. If you agree with these terms and find them satisfactory,
please sign under my signature below on both copies; keep one of them for your files and return the
other to me.

Sincerely,
Nancy Lowell

President

Public Measures

Another important way your customers gain knowledge about your business is through your
creative use of public communication. Public communication can include almost any source of
authority, such as a trustworthy media outlet or consumer rating service, that your customers know
makes judgments that are reliable, objective and, most important, independent of your control.

For example, when you offer something that has been evaluated favorably in Consumer Reports
magazine or by any other consumer rating organization, it's good business to post a copy at your
place of business. (Consumer Reports discourages use of its ratings in ads, for obvious reasons,
but their use as part of direct marketing efforts by your business is acceptable.)

Similarly, listing the FDA minimum daily nutrition requirements side by side with the contents of
your food products allows your customers to intelligently judge your product. Where relevant,
Environmental Protection Agency (EPA) warnings are certainly important for your customers to be
aware of so they can evaluate how you have dealt with any potential health risks. For example, if
you run a garden shop and know the EPA has listed several types of pesticides as being
particularly dangerous, you would be wise to post a notice to this effect along with a list of the
substitute products you recommend to accomplish the same pest control purpose.

Here are some other examples:

*“The following is a list of five negative traits associated with religious cults by Time magazine—
please judge for yourself if our spiritual center has any of them.”

*“Following are the important characteristics of a fine woolen sweater as established by the
National Wool Bureau. Notice how our sweaters compare.”

*“Tennis International magazine has published the following criteria for a well-strung tennis racket.
Please check to see that we meet or exceed all of these requirements.”

Similarly, if you are in the insulation business, you want to let your customers know about the
products you sell that work as well as asbestos, without the health risks. One way to do this is to
make available the recommendations of a prominent architect associated with the environmental
movement. Besides the educational value, your customers will appreciate your awareness of these
matters.



Articles in newspapers, magazines or professional journals that evaluate your business or products
also give the public readily available measures of quality they can use for their own purposes and
pass along to others. It's important to be aware of such articles and make them available on a
regular basis. For example, if you sell appliances, electronic equipment or hardware, all products
that are top rated should be marked accordingly. In addition to placing informative signs on the
goods themselves, consider creating a display where you post the actual reviews and articles
commenting objectively (and ideally, favorably) on the products you sell.

In the May, 1996 issue of Money magazine, in the Wise Up column, there is an article entitled “The
post office’s priority mail flunks our five-city test.” The article is prominently displayed on the counter
of our local mail service that handles Fed Ex and UPS packages.

Don’'t assume that providing convenient ways for customers to measure the quality of your goods
and services may work well for some types of businesses but not for yours. For example, even
dentists, hardly a group that normally engages in creative marketing, are sometimes evaluated. A
San Francisco Bay area publication, Consumer Checkbook, sent a questionnaire to thousands of
Bay Area citizens and asked them to rate their dentists. Two of the questions were: “My dentist
explains what he/she is doing,” and “My dentist encourages patients to look at their own dental
files.” The magazine published the tabulated results, which contained information on costs, dental
specialty and other matters. One Palo Alto dentist, Daniel Armistead, who was rated at or near the
top in all important categories, displays this rating in his waiting room, so that the majority of his
customers who don't subscribe to Consumer Checkbook will know how he stacks up.

A dentist who isn’t in a community where ratings are published can display articles and other
information explaining new and improved techniques for teeth and gum care, most of which she
routinely uses in her practice. This gives the patients valuable information about state of the art
dental care and helps them understand that they are being cared for by a person who prides herself
in keeping up with developments in her field.

In The Natural Bedroom in San Francisco, California, mail order catalogue customers are informed
that their woolen products are “scrupulously cleaned and created without bleaches, formaldehydes,
dyes or animal cruelty by more than 50 ranchers.” Along with other information about the important
attributes of wool they include the results of a study conducted by two leading European institutes
that confirms wool’'s superior comfort (under both warm and cool sleeping conditions, wool-fill wicks
away body moisture better than down, cotton or synthetic fibers) and demonstrating the lowering of
heart rate, decrease in humidity and regulation of body temperature.

Offering customers something tangible is a good marketing strategy and can be another creative
way to allow them to measure the quality of your goods and services. Pharmacies can provide
charts that compare cost and potency of generic and branded medicines. This not only allows
customers to save money, but also lets them know that the pharmacy is concerned with more than
just its own bottom line. For businesses that sell things by weight, a cardboard slide rule that
conveniently allows customers to compare volume to cost, or distance to weight, can be a
wonderfully helpful device. It is both a useful tool and a reminder that the store wants to help
customers get a good deal.

Nolo Press, the publisher of this book, does an impressive job of giving out information in a variety
of ways, including the Nolo News, a quarterly magazine of legal, small business and consumer
information. Nolo also provides self-help law centers on America Online and the Internet, which
offer downloadable demos of software, online seminars with lawyer authors, selected chapters from
their books and much more.




How Customers Can Evaluate Your Business

My business provides clear verbal measurements of product/service effectiveness.
never °~° seldom "7 often °T  always

My business provides training classes to new customers and prospects.
never ~° seldom °° often "7 always

My business provides clear written measurements of product/service effectiveness.

We offer a
°” Brochure "7 Specification sheet
""  Checklist °” Contract

Informative label Questionnaire

Instructions Evaluation form

"”  Work sheet "~ Physical measurement
We have:

Displays/models "7  Samples/examples
"~ Photos of successful work "~ Other evidence of quality

Educational Measures

All the measures discussed in this chapter to communicate information to your customers and
clients are in a broad sense educational. Here we focus on more traditional “educational”
avenues—classes and workshops.

If you teach popular classes, you have a great marketing advantage over similar businesses
because you have an enormous opportunity to communicate directly with both customers and
interested prospective customers. And if you teach at a well-known school, it gives both you and, by
extension, your business a valuable credential.

Most community college and university extension course catalogues include a wide array of
courses in which businesspeople teach the public about their fields. The courses can generate
clients and personal recommendations based on what the student learned. For example, a college
extension catalogue that recently came our way lists the following evening courses, which are really
just introductions to new business fields:

*Graphic Design for the World Wide Web
*Computer Ergonomics

*Mediating Business Disputes

*Ocean Kayaking

*Toxic Waste Safety

*How to Design Your Own Kitchen

*Coping With an Alcoholic in the Family
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Classes can also directly expose potential customers to your product. For example, auto dealers
often lend cars to driver training classes, and customers are often exposed to computers, laser
printers and other high-tech equipment through training classes. Indeed, this approach is so
successful that the Apple Computer company bases much of its corporate marketing effort around
making gifts and loans of computers and software to schools and nonprofit groups. Similarly, one of
the reasons that Lincoln and Victor became the dominant names in the welding business was
because they supplied trade schools with their equipment.

Referrals

The opinion of people in your field—professional peers, leaders in the field, knowledgeable
suppliers, key employees or former students and apprentices—can make a huge difference to a
successful personal recommendation marketing campaign.

In the small business context, one of the best references you can obtain for a service you offer is to
send a customer to a respected peer for a second opinion or critical evaluation. For example, an
architect might send a client to a solar expert for confirmation that his design is, in fact, solar
efficient. A builder working in an area of earthquake risks can refer potential customers to a soils
expert or structural engineer to review her plans.

The point is that it is extremely important, especially in service businesses, that you take the time to
know others in your field and related fields. As they come to respect and trust you (and vice versa),
there will be all sorts of ways you can help each other, one of which is to provide validation for each
other’s goods and services.

The Pickle Family Circus of San Francisco found an ingenious way to involve a former colleague.
One of the clowns who helped found the circus in the early 1970s moved to New York and became
a widely recognized performer. He even received a very prestigious MacArthur Foundation Award.
In a well-publicized homecoming gala fundraiser, the circus was able to remind everyone that it is
an important source of theatrical talent and an exciting place to be.

Similarly, a good strategy for a dance school would be to have a top student perform at a party held
by a board member of an important ballet company.

Whenever we think of apprentices, Hal Howard comes to mind. Hal, a floor sander, has trained
numerous assistants throughout the years, passing along his expertise and love of fine
craftsmanship. Now, when Hal’s apprentices have jobs that are technically too difficult for them,
they refer those customers to their “master.” If you have been involved with apprentices, let them
know if you are available to back them up or help with complicated jobs.
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Referrals

My business is: by:

Known Respected = Recommended

Others in the same business
Some
Most

Locals in the same business
Some
Most

Others in closely-related businesses
Some
Most

Leaders in my business
Some
Most

Students and former employees
Some

Most

Giving Customers Authority for Your Claims

While it can be very effective for you to communicate your pride in your work or product to your
customers directly, it is usually even more effective to have someone else do it for you. There are
many ways you can provide the authority of others to help customers realize that your product or
service is of high quality. Chances are you already use some of these techniques and are familiar
with others. For example, displaying diplomas, awards and certificates of course completion are
traditional ways to let clients and customers know that you have the “seal of approval” of the
educational or licensing institutions in your field. Similarly, wine bottles often have an “appellation”;
marmalades and mustards often tell us they won “first prize in the Cloverdale Fair”; film posters and
book jackets tell us about awards won and display favorable critics’ comments and electrical
products have the “Underwriter's Labs Seal of Approval.” Web pages may note that they’ve been
named “one of the top 5 Yahoo sites on the Net.”

Ways to use third party testimony to tell your customers that you do a good job are almost limitless.
Even the smallest business should be able to create a healthy range of this type of information. For



example, in some businesses, such as consulting, graphics, interior design and advertising, it is
customary to list one’s clients in a portfolio. This idea can be carried further by not only presenting a
bare list, but including descriptions of each client, as well as quotes from them about your business.
Itis also a good idea to give special potential clients the phone number of an existing client (with
permission, of course) to call for more information about your work, as long as you don't overdo it.
Architects, interior designers, graphic artists and landscapers are among the businesses that can
offer portfolios of their work along with pictures of happy clients and letters of appreciation.

Many retail businesses display letters from enthusiastic customers, and some enlarge letters of
special interest. For example, if a local photocopy store completes a huge rush job for a popular
local business or a political figure and receives a note of thanks, it makes sense to display it on the
bulletin board along with information about the speed and precision of its service. If you adopt this
technique, however, be sure all letters and commendations are relatively recent and are changed
often. Your regular customers won't be impressed the 37th time they see the same faded letter. Oh,
and one more thing. Take the trouble to display all materials as nicely as possible. If you simply
tape a review or commendation to a window or wall, you tell your customers that you have little
imagination and don’t value the accolade highly enough to present it well. A far better approach is
to take all you want to display to a local framing shop and have them presented nicely.

Peter Martin, a Santa Cruz, California, real estate broker, makes extensive use of statements from
satisfied customers. When a customer compliments Martin after a job is done, Martin asks her to
put the compliments in writing, on letterhead if possible. “It's important to ask clients when the good
service they've received is fresh in their minds,” he says. Martin sends prospective clients and
friends well-designed and attractively printed brochures containing excerpts from the letters. The
brochures, which are inexpensive to produce, serve the dual purpose of telling prospective clients
about him and answering friends who ask “What can we say about you?”

Some businesses also display photos of local or national celebrities who patronize their business. If
you do this, pay particular attention to both the quality of these photos and what they communicate
to the viewer. While a photo of a top bike racer consulting on the repair of his bike at a local bike
repair shop would be very effective, a 15-year-old picture of a former football player eating in a
restaurant may subtly tell the customer that the restaurant is as out of date as the quarterback.

Another good approach to validating your expertise is to write a series of articles about your
specialty or to contact publications and freelance writers to see if they are interested in telling your
story for you. In almost every business or field of specialization, there are newsletters, journals or
trade magazines that accept such articles. Once a favorable article is published about your
innovative law practice, lawn repair service or language school, distribute reprints to your
customers and have the original enlarged for display. Also, if you can, arrange to be interviewed on
a local radio show, and have a friend photograph your appearance and display it at your business,
or use it in your brochure. Newspaper articles about your business are, of course, an easy thing to
display. Again, however, make sure that all material of this sort is reasonably up-to-date. People will
be a lot more interested in the fact that you appeared on the Jay Leno show last month than the
Merv Griffin Show in 1980.

Awards and displays explaining them can often be an authoritative way to tell your customers that
others think well of you. For example, the Daily Scoop, a coffee and ice cream shop near our office,
displays a newspaper article selecting it as the store with the best cafe latte in San Francisco.
Written on the glass frame is “Chosen Number 1.” Made to Order, the very successful delicatessen
in Berkeley, California, we referred to in the last chapter, let its customers know that its pesto was
chosen Number 1 in Northern California by a well-known newspaper by enlarging the article,
framing it with bright colored cardboard and putting it in the window with ribbons. After a month, the
display was taken down and replaced with a list of new products. Made to Order, which regularly
wins prizes and receives favorable reviews and awards, turns each into an exciting event, but never
tries to milk any particular accolade or prize too long.

One of the most ingenious examples of giving customers positive information about a business was
Zoah's Free Raffle Event. This popular Japanese luncheon spot in San Francisco opened during
the late ‘70s and lasted into the early 1990s, catering to businesspeople. Zoah's asked each
customer to present a business card to enter its annual raffle. Many hundreds did. Zoah'’s then
awarded over 60 small but nice prizes (a beer mug or Japanese cookbook, for example). The name
of each winner and his business was written carefully on long sheets of paper underneath his prize
and posted on the restaurant wall. Zoah's crossed out the winners’ names with light-colored



transparent ink when they claimed their prizes. The result, of course, is that all the restaurants’
many customers, and even many people who work in the neighborhood who had never been to the
restaurant, heard about the winner's names. Indeed, several prize winners reported being called by
a number of friends telling them of their good fortune. Of course, in running this little event, Zoah’s
not only provided fun and prizes for its customers, but the roster of winners posted on the wall
allowed others to see how many prominent and interesting people patronized their restaurant.

Unfortunately, Zoah's didn't do an adequate job of keeping the place clean, and Japanese food is
known for its ultra-cleanliness. Word got out, and Zoah's early marketing could not overcome the
effects.

Customer Referrals

| offer new customers the names and phone numbers of other customers.
sometimes "7 usually

| refer customers to others for second opinions or evaluations.
sometimes °7 usually

| have available:

Printed lists of customer referrals

Letters from satisfied customers

Evidence of awards or certificates for your product

Newsletter with customer comments

| display:

Articles

Photos of customers enjoying your product or service

Certificates and awards

Any other evidence of accomplishments

Chapter 9: Helping Customers Find You

Overview

Having the best product or service in your area won’t do you any good if potential customers can't
find you. If you run a small animal hospital, how does a person whose cat gets violently ill in the
middle of the night find you? If you fix Apple computers, how does a writer with a balky Macintosh
and an unforgiving editor get your phone number in a hurry? If you operate a language school to
teach English as a second language, how do potential customers who may not know enough
English to use traditional listing services such as the phone book locate you?

To begin with, ask yourself two questions. The first is obvious: Do the maximum possible number of
potential customers know how to find your business? Depending on what kind of business you own,
the second question can be far more subtle. Assuming a potential customer knows where you are,
can he actually get to your goods and services with reasonable ease?

Answering these important questions can involve thinking about everything from your business
name, your product packaging, the signs on your building and vehicles and the wording on your
business cards and flyers, to deciding to distribute a humorous T-shirt or poster to your good
customers. It also involves determining whether or not you are listed in the appropriate and logical



places—for example, in the Yellow Pages, Internet search engines, all appropriate professional
reference manuals or with the Chamber of Commerce.

At this point, you may be thinking about skimming or skipping this chapter; after all, if you have
been in business for a while, you probably believe that you have already dealt with all the obvious
accessibility issues. It is our observation that many established and otherwise efficient businesses
have a lot of room to improve in this area. And don’t dismiss concerns about accessibility because
yours isn't a retail business. Even if you only have a relatively few loyal clients, as is true of many
wholesalers and small consulting businesses, it is imperative for you to attract new ones if your
business is to thrive. To do this, you must make it easy for new people to find you.

For example, suppose a visitor from another country reads an article you wrote in a trade journal
about how to efficiently use variable speed electric motors in generators, and asks the State
Department for an introduction. You will never meet the person if you can’t be found fairly easily.
Similarly, imagine the former spouse of a loyal customer who now has a thriving business of her
own and needs the services of your employee benefits consulting business but doesn’t want to
communicate with her ex-spouse—will she be able to find you on her own? What if someone from
your college hears from a former professor that you are a hot-shot Web page designer; will he find
you easily or give up in frustration?

Finding Your Business

Particularly for retail businesses, letting potential customers know where your business is located is
extremely important. Often, businesses use well-known landmarks to help clients find and
remember their location. Such slogans as “Bridgeman’s, across from the main entrance to the
University of Minnesota,” or “Matthews, Top of the Hill, Daly City,” can be very helpful for the new
customer. Think about how landmarks can help you. For example, if your knife sharpening shop
happens to be at the crest of the hill on Main Street, your business cards, Yellow Page listing or
delivery truck might say “Main Street Saw & Knife Shop—You get an edge at the Top of the Hill.”
This approach may be corny, but if it's effective, so what?

Your business name can also be an important tool. The “24-Hour Pet Emergency Clinic” clearly lets
people know that they can get help in the middle of the night and is a far better name than “Miller
Veterinary Clinic” when it comes to promoting your business. Similarly, the “Cosmetic Dentistry
Clinic” tells potential customers what you specialize in. Of course, business names can serve a
number of other valuable purposes, but in choosing or changing a name don't overlook the potential
in terms of helping customers find you.

Never assume that customers will find you easily—or at all—once they get your address from the
phone book. How many times have you looked for someone’s office or shop a little longer than you
wished to? Have you ever quit in disgust? Probably, most of the time you kept searching until you
found your elusive quarry, but weren't in the best of moods when you finally arrived. Enough said,
we hope. You don’'t want new customers to struggle to find you and to pass the word that you are
“really out of the way” or “impossible to find at night.”

Normally, it is fairly easy to eliminate problems people have in finding you even if your location is
out of the way. For example, Santa Rosa Dodge capitalizes on the fact it is difficult to find through
its Yellow Pages listing “Hardest Place in Town to Find . . . But Worth It!” and then prints a map so
customers can in fact easily locate it. It is an excellent practice for businesses to print maps in the
Yellow Pages as well as on any flyers or brochures. If you are hard to find, or if you draw customers
from out of town, it behooves you to do this.



MAP FROM YELLOW PAGES AD FOR THE FIRST LIGHT CAFE

We like The First Light Cafe, whose name tells customers that it is open early and which provides
very clear directions, in the Yellow Pages, to its location.

Accessibility includes many obvious things beyond telling people where you are located, such as
making sure your working hours are posted at your place of business and that you keep to those
times. Being unpredictable is a rapid way to erode customer trust. Imagine how you would feel if
you got up early on a Saturday morning, packed up the car for a long awaited ski trip, and, arriving
at the tire chain rental store promptly at eight, no one was there, even though the sign clearly says,
“Open at 8:00.” You get a cup of coffee and return at 8:30, and still no one is there. You pace
around, trying to rationalize traveling without chains, when finally at 8:45 someone comes to open
up. If you have a choice, you probably won't ever again patronize that business and certainly won't
recommend it to fellow ski buffs.

A number of retail businesses in all sorts of fields, from books to baby clothes, have found that
staying open longer hours, especially at times when most people are not working, results in more
than enough sales to cover the increased overhead costs. Your customers will tell others that there
is one place in town where you can buy a bridal gown, lawnmower or a guppie on Tuesday evening
or Sunday afternoon. Many businesses that have profitably extended their hours have done so by
hiring reasonably priced part-time Sunday and evening help. Even professionals and others who
traditionally work 9 to 5 should consider keeping their businesses open longer hours, or at least
making some services available during times when others in their field are closed.

Using modern communications equipment creatively often makes it possible to offer extended
access to at least some services at a reasonable cost. For example, one attorney we know of put a
small advertisement in the phone book emphasizing that his office took messages 24 hours a day
from people who had suffered personal injuries. He signed up over 30 new cases within a few
months. Similarly, some dentists and many therapists are now taking evening appointments, and
one friend very successfully offers 24-hour emergency dental care for his patients.

Convenience of Access

You probably know businesses that are easy to find, but located where parking is such a problem
that you rarely go there. Indeed, shopping centers, which offer free convenient parking, grew up in
large part because shoppers got fed up with driving around the block. Parking should be seen as an
integral part of access to your business. Unless you are in a shopping center, are lucky enough to
have plenty of parking or depend entirely on walk-by traffic (such as a gift shop in a hotel), you
should go to great lengths to see that parking is reasonably available.

If parking is a potential problem for your customers, you should take affirmative steps to help them
locate what is available. The fact that most businesses don’t bother to do this is even more reason
for you to set yourself apart by going out of your way to help your customers.



Some creative businesses offer validated parking privileges at nearby lots, give out maps showing
where parking spaces in their neighborhood are most likely to be found, or print maps with public
transit lines clearly marked. All of these are good ideas. The important thing is that you analyze the
parking needs of your customers and try to meet them, even if doing so costs you a little extra.

For example, the Counseling Center in downtown Westwood, California, is in a neighborhood with
very difficult parking, including 4 p.m. tow-away zones and half-hour meters. It printed a map
showing all the various parking zones, including free spaces, metered ones and parking garages,
within a four-block radius. It's been very popular with customers.

The Franz Valley Gardens in Calistoga, California, specializes in growing and introducing new and
unusual plants. It turned a huge problem with accessibility into a flourishing business. The nursery
is small, remote and has limited parking, so it instituted a shop-by-mail program for clients. In
addition, it sends out a newsletter listing the local Farmers’ Markets where you can purchase its
plants; it also has a display garden of ornamental grasses and various plants which may be seen by
appointment. When the items that you order arrive, the nursery calls and sets up a mutually
agreeable delivery time or a time when you can pick them up at the nursery if you wish.

Providing parking information isn’t the only way to get your product and your customers together.
Indeed, it may make sense to reverse the normal process and take the product to the customer.
Home delivery, of course, is a tradition in a few businesses, such as pizza and Chinese restaurants.
Other businesses, especially service ones, make house calls but often charge a lot to do it.
Certainly, many businesses could gain customer trust and expand their business by flouting
tradition and offering free or low-cost deliveries and service calls.

This raises an important point. Providing accessibility to your customers at their homes or
businesses should never mean punishing them by charging outrageously for the service. Take
stock of your business. If offering low cost or free home delivery would increase sales, consider
buying a clean second-hand pickup, hiring a retired truck driver at a reasonable rate and of course
purchasing the necessary insurance. This expense shouldn’'t be huge and may be more than offset
by the improvement in sales.

Here are some examples of interesting solutions to the problem of getting product and customer
together:

The Fit Lab, a clean, bright, well-staffed exercise facility with branches in Albany and Oakland,
California, fairly bubbles over with innovative marketing without advertising techniques. One of its
best is to open at least part of the day on major holidays such as Christmas, Thanksgiving and
Easter. You are just bound to brag about a gym that cares enough about your well-being to let you
exercise on the days when you eat the most.

Fit Lab also has brochures available in a rack outside its door. Curious passers-by, who can see all
the exercise equipment through the sparkling window-front, can get more information instantly
without going in. This is good not only after hours, but also allows people to “browse” without risking
a hard sell (which they wouldn’t get anyway).

*Hansen’s Mill of Kromforsh, Sweden, runs a portable sawmill operation and serves rural
customers by milling logs right on their property. When the tree feller finishes his job, Olaf and his
brother Torbjorn level a spot, set up their equipment and start to work, milling lumber to the
customer’s specifications. It's not only convenient for the customer, but extremely satisfying for her
to build a deck or outbuilding using lumber from her own land.

*A masseuse might bring her specially designed chair and magic hands to your workplace, offering
15-minute neck and shoulder massages for a minimum of four people. What better Friday
afternoon bonus?

*Many small office, auto and hardware supply stores have found that they can successfully
compete with large discount warehouses by emphasizing fast delivery service.

eand, in an emergency, will meet you at the drug store at any hour.

A young friend of ours has many auto repair customers who live in rather remote areas. He
customized his truck so he could do many repairs at their homes, often saving them costly towing
charges and inconvenience.



*Bookstores that allow customers to order current titles over the phone or online and ship the same
day are providing a service to the elderly and handicapped as well as researchers and other busy
customers.

*Tilley Endurables makes the super-sturdy, squashable, rain and mildew resistant, wide brimmed
cotton duck hat that floats and comes with a forever guarantee—"Put it in your will.” It also sports a
“Brag Tag” in the crown of the hat for the owner to give people who inquire about the hat.

*The small business owner who refinishes clients’ bathroom fixtures in their homes is certain to
benefit from personal recommendations. In the same vein is the mobile dog grooming and bathing
service, which is an especially great boon for owners of large dogs.

A lawyer or tax preparer who makes house calls at no extra charge to deal with the problems of
the ill and elderly opens up a whole new market for herself.

A business that operates online offers additional accessibility. See Chapter 11.
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THE TILLEY ENDURABLES GUARANTEE
Signs

Drive down any commercial street in America and look at the signs. How many do you like? How
many do you hate? If you are like most people, the ones you are attracted to are probably a distinct
minority.

What makes a good sign? There is no one answer. While many people hate neon, it can be very
effective in some circumstances. Other materials and styles of type can be effective or not
depending on how they are used. Our bias is toward signs that are simple, easy to read, and
communicate the essence of the particular business.

For example, the Pacific Basin School of Textile Design flies an exquisite woven flag from the front
of its building, telling thousands of people who pass on the busy road more about the business than
a hundred conventional signs ever could. Similarly, we know of several locksmiths who use large
cut-out wooden keys to quickly alert passers-by to the nature of their business.

The Internet has its own kind of signs. Businesses that rely on the World Wide Web for a good part
of their business should invest in domain names (their online addresses) that describe their
business, such as Salli's Creativecenter.com, and are very easy to remember. Other businesses
may, in effect, put up signs pointing to your online site; if they think people would be interested in it,
they may link their site to yours, allowing browsers to jump to your site almost instantly.

Telephone Accessibility

For any small business, the telephone is a very important tool; your number should be listed in all
places a customer is likely to look. This is especially crucial for service businesses and others who
do a large part of their business by phone.

Yellow Pages Listings



An independent study done for Pacific Telephone determined that 95% of the people interviewed
found the Yellow Pages helpful and 78% of them had contacted a firm located there. One-half of
those in the study made a purchase or used a service as a result of their inquiry.

Some businesses, however, waste their money having a listing or display ad in the Yellow Pages
and similar books. For instance, while escort services, 24-hour plumbers and bail bondsmen
depend almost entirely on customers who see their Yellow Pages listing, industrial broom suppliers,
nonprofit trade organizations, artists and economic research firms typically get few if any new
customers from this source.

Van Entriken is an example of a businessperson who found advertising in the Yellow Pages to be
ineffective. The owner of an interior design business in Reno, Nevada, he laments that “all that ever
came to me from my Yellow Pages listing was a knowledge of the street layout of the city.” This
knowledge came about the hard way, when homeowners who found his Yellow Pages listing under
Interior Designers invited him over for an estimate as an excuse to get a free consultation.

Or take the experience of David Charlsen, who, when he first came to San Francisco, was willing to
accept any job in the art design field. Brochures, small ads, posters—nothing was too small for him
to work on as long as he could demonstrate his expertise and build his portfolio. He never
advertised, but did list his service in the Yellow Pages with some success. Charlsen, now an award-
winning designer who gets almost all of his new clients by referral, soon took his listing out of the
Yellow Pages because strangers were constantly calling him to locate printers, illustrators and get
other free advice. About his experience, he laughs, “I'd rather die than advertise.”

If you question whether the Yellow Pages are appropriate for your business, it's helpful to see what
others in your field have decided. If lots of similar businesses use listings, it's probably wise to give
it a try. If you find only a few listings, check old directories, which can usually be found in public
libraries, to see if others in the field have tried listing. If you notice people trying it at various times
and then dropping it, that's an important clue that it probably won’t work for you.

Many businesses fall under more than one Yellow Pages category. For example, a word processing
service can be found under that title as well as under “Secretarial Services” and even “Typing.”
When you check the Yellow Pages, it is a reasonable assumption that if all large displays or bold
face listings are in only one category, this is where customers look most often. Spending money to
appear in a related category will probably be a waste unless you are in a rapidly changing field
featuring new terminology. For example, a number of years ago computer sales and service were
listed under “data processing.” The first businesses to escape from this category and be listed
under “computers” did very well.

If you decide that your business will benefit from more than a listing and want to pay for a display
ad, the question of ad size (and price) is important. The best guideline is to start at a price level you
can afford even if the ad doesn’t generate any business at all. No response would naturally be
painful, but if you've been cautious it won’t put a financial strain on your business, forcing you to
work longer hours or significantly increase your debt. If you do get a positive response, you can
always increase your display size next year, or even sooner in directories for adjacent geographic
areas.

If you do decide that a display ad makes sense for your business, keep in mind certain
considerations:

*Emphasize your specialties. Describe goods and services that distinguish you from others in
your field. One charter boat company we know originally omitted the fact that it had sailboats for
hire, even though it was the only company in the Yellow Pages that offered this service (others
were power boat charterers). A change in the display ad copy increased business by 20%.

*Put in as much access information as you can. Include credit cards you accept, hours of
operation, whether you respond to calls at night or on weekends (businesses that do so usually do
particularly well in the Yellow Pages), whether you deliver (another big plus in this kind of listing)
and, of course, detailed instructions about how to find you.

*Don’t be cutesy or try to win a graphic design award. Information that answers customers’
guestions as clearly as possible is what counts. Also, if your business has been in existence a long
time or has just won an award, mention it briefly. Customers who don’t know you will appreciate the
reassurance provided by this information.



Phone Technology

Because of rapid technological change, it is worthwhile to review your telephone-related marketing
needs at regular intervals. While staying current isn’t always cheap, failing to do so often
undermines customer confidence in your business. As a general rule, anything that significantly
improves the way your customers can reach your business is worth the money.

A back-up telephone answering machine or voice mail service is essential so you can be accessible
even when you aren’t there. Calling a business and having no one answer turns customers off. We
recently called a large drug store in our area and the phone just rang and rang. Needless to say,
the drug store that gave its address and hours of operation got our business.

When you use an answering machine or voice mail service, let people know approximately when
you will be returning their call. If you are out of town, say so, and have some system for dealing with
calls during that time.

Answering Machine and Voice Mail Rules

Keep your message short. By now everyone knows how to use the machines and doesn’'t want a
long explanation before getting a chance to speak. Something like, “Hello, this is Tandy Belew
Graphic Designs. Please leave a message of any length, and I'll get back to you within 24 hours.
Thanks.” is all you need.

If you have an old-fashioned answering machine that cuts off after a certain number of seconds,
throw it out and buy one that will let callers talk as long as they wish.

If you tell callers when you will be back, keep the message current. “I'll be out Tuesday afternoon”
sounds dumb on Thursday.

Get the best quality machine and fix it or replace it immediately if it breaks. Answering machines
generally rank as cost-effective investments.

If you have voice mail with multiple mail boxes, say so immediately so callers know what to listen
for.

Here are a few more useful phone techniques:

*Three-way calling, which allows you to connect an incoming customer’s call with someone at
another location so that all three of you can talk, is available in many parts of the country. This
service is essential for lawyers, consultants, accountants and others who regularly must
communicate with more than one person at a time.

*“800" and “888” numbers, which let your customers call you at no expense to them, may be
absolutely necessary if you take phone orders. If you are too small to contract for your own service,
there are “800” residential services.

Credit card billing for telephone sales is a growing practice. It offers many types of retailers and
others the opportunity to send catalogues to their good customers, take orders over the phone and
send out the product via UPS or other delivery service the same day.

*Worldwide telex services are now available for anyone with a computer and modem to attach to a



telephone.

eFax machines have become standard in a wide variety of businesses. A separate line is often a
necessity and so is 24-hour high-speed automated transmission.

For many businesses, the telephone is the primary access point people have with you. It's very
irritating to call a business and be transferred by the person who answers the phone to someone
else without even a “one moment please.” Even worse is just being put on hold without permission.
This is especially annoying when you are calling long distance. If you ask for someone or a
department and then hear nothing but a click, you may not be sure whether you've been
transferred, put on hold or cut off. Not a great beginning for your contact with a company.

The one thing worse is to get trapped in a telephone branching system, the kind that says: “If you
want our hours press 1, if you want sales press 2” and so on, but never gets you to the place you
want or gets you to the wrong place. Nearly every American can tell a story about a terrible
telephone branching experience.

W2 T e Pron

Successful Voice Mail Systems

A good telephone branching requires three vital elements:

Explain the branching system immediately. For example, “You will be given four choices, including
an in-house directory.”

Make sure that every branching route will get to a logical place. If you have five products, and
inquiries about two of them go to line one and two go to line two but there is no line three, you have
made a common mistake.

Always let people talk to a real live human being if they are confused or can't find their choice
among the ones you offer.

Many imaginative business services are becoming available over the phone. For example, Michael,
one of the authors of this book, offers personalized marketing consulting over the phone. For
details, see the back of the book.

Phone Accessibility Checklist

WE OFFER UPDATED YEARLY

White pages listing in appropriate areas
"~ Yellow Pages listing under applicable topics and in appropriate
geographical areas

Answering service/system with clear instructions

“800” numbers

"7 Numbers listed on cards, receipts, order forms, mailers, vehicles,
repair labels

and publications



Mail Accessibility Checklist

Return address on everything we distribute

Mail forwarding up to date

Personal relationship with mail delivery person to avoid mistakes

Clearly identifiable mailbox, with alternative places to deliver packages and postage-due mail

If in out-of-way location, maps are included in mailings

Walk-In Accessibility Checklist

WE OFFER
Clear, distinct signs not blocked by trees

Neighbors given an invitation to visit so they know where we are and what our business
involves

Parking available or clearly designated

Safe places for bicycles

Door that opens easily, bell in working order
Convenient hours

Convenient parking

Listing Your Services Creatively and Widely

As you might guess, there is no one way to list information about your business in a way everyone
will find it and you; each business is unique and requires an analysis specific to its needs. Just the
same, there are always a number of sensible steps you can take to make it easier and more
pleasant for potential customers to find your business. These include the obvious such as listing in
general phone books, specialized phone books (for seniors and handicapped, ethnic Yellow Pages,
and “green” pages to name a few), and trade and professional association directories. Don't forget
Chamber of Commerce publications, public library listings, city directories, locally produced maps,
tourist publications, international directories and publications of county, state and federal
government agencies that operate in specialized fields. Online listings on electronic bulletin boards
may also be useful. Remember also that local training schools (such as a culinary academy), trade
schools and wholesalers commonly publish directories, some of which may be appropriate for your
business.

Once the obvious listings are covered, it's time to be a bit more creative—to think of the kinds of



listings that are seen by significant numbers of people who might overlook traditional listing places.
As an exercise to get your mind focused in the right direction, assume that all of the following
people are trying to locate your business. Where are you listed, posted or known that they are likely
to look?

*An old school chum whom you last saw five years ago before you opened your own business.

To help this person locate you, inform your alumni associations as well as former employers and
employees of your location. It's a good idea to do this more than once. This can be done by a
friendly letter—be sure to include your business card. Also, when communicating with an alumni
organization, always provide information about what you are doing in a way that is suitable for use
in its publication. For example, if you open a wharf-side retail store featuring fresh fish, you might
include a picture of yourself in a wetsuit with a spear gun, captioned “Our fish is so fresh, | haven't
caught it yet,” or some such. Alumni magazines thrive on this sort of good-natured silliness and will
surely run your picture and accompanying information, telling a number of old friends (great
potential customers all) where you are.

*One of your first customers, a person you haven'’t seen since you moved your business five years
ago.

If you have a customer mailing list, write to old customers informing them of your move. Do this
more than once; people often don't focus on this sort of information unless they need your service
right then. For example, if you have your wood floors refinished, you may not need the “Floor
Doctor” again for a number of years. If he has moved and changed his name to the “Floor
Surgeon,” you may never find him unless he notifies you of the change a couple of times. In
addition, anyone associated with your product or service (invoice, label or container suppliers, for
instance) should have your up-to-date address and phone numbers. People who run neighboring
businesses should also be informed of your new location when you move and, if possible, you
should arrange with your old landlord to display a small sign giving your new address. You might
offer to pay a few dollars or provide the landlord a free service in exchange for displaying the sign
for an extended period.

*A person who heard about your unique skill from a former client and knows only your last name
and city.

You should be listed in all local professional and trade association directories, including those of
trade groups and schools related to your work. Others in your city who do related work should know
who you are and where you are located. It's a good practice to periodically bring others up to date
on your location as well as the current nature of your business. This is true even for a civil engineer,
painter or author working out of his home.

Salli lives in a little-known rural area 60 miles north of San Francisco. Because she knows being
accessible to the media helps her market her books, she is listed in the San Francisco phone book
so that radio and TV talk show producers and newspaper reporters who remember she is from the
Bay Area can easily locate her.

Getting Referrals From People in Related Fields

Many people in service businesses, from yoga teachers to optometrists to piano teachers, rely on
referrals for many of their new customers. Listing the availability of your services far and wide is
crucial to getting those referrals. For example, if you're an independent paralegal, someone who
helps people prepare legal forms for divorces, bankruptcies and adoptions, you might want to list
your services with the following types of groups:

sLegal services (legal aid) offices
*Battered women'’s shelters

sImmigrants’ help organizations

eLaw school “pro per” assistance centers
sLaw libraries

*Community service agencies and directories



*Drug treatment centers

*Marriage counselors and family therapists

*Social services offices

*College student assistance offices

*Gray Panthers and other senior advocacy organizations
*Major corporation personnel departments

*Parents Without Partners and other singles groups

sLaw enforcement (including the sheriff's office and county jail)
eConsumer organizations

*The state Employment Office

*Women'’s organizations

Collection agencies

*Child care centers

Military bases, including Judge Advocate General offices.

Listing Questionnaire

We are listed in:

All appropriate professional journals and directories

Our alumni organizations’ directories

Local business organizations’ publications



Trade associations’ directories

Appropriate computer databases

Unique Marketing Accessibility Problems

There are, of course, some businesses where marketing accessibility is a built-in problem. With
custom-designed dresses that are sold through boutiques, for instance, the retailer is likely to allow
labels with only the designer’'s name and the store’s name and not the designer’s or manufacturer’s
address. The same holds true with some craft items such as custom-made chairs. The retail stores
don’t want the customers to bypass them and go directly to the source.

From the specialized manufacturer’s or craftsperson’s point of view, a good solution to this problem
is to include the name of a city as part of your designer name and logo. Suppose you run Sasha
Designs and are located in San Diego, California. Your designs are sold all over the country, but it's
very hard for people, even other retailers, to locate you directly. An easy solution is to change your
name to Sasha/San Diego or otherwise work your location into your name. Now potential
customers can simply call information in San Diego to find Sasha. Even if Sasha is located in a
neighboring suburb, you could list the name in the San Diego directory.

Trade Shows and Conferences

In some industries and for some businesses, the trade show is the primary marketing event. A
customer who can’t buy from you there probably won’t buy from you at all. Such is the case for
many products sold through gift shops, bookstores, boutiques, small groceries, and for businesses
selling to interior designers, school districts, college lecture organizers and many more.

Especially for a new small business, a trade show offers a unique opportunity. Typically, retailers,
wholesalers, sales reps, industry press, importers, exporters and agents are all under one roof, and
business is conducted in a myriad of ways. If you have a good product and display it well, one trade
show can put your business on the map.

Conferences of people in a particular field often offer a similar opportunity. For example, people
who purchase equipment for electronics companies and hospital x-ray departments might be in one
place for several days, and if you have a product or service of interest to them it behooves you to
be there too. But before you rent a booth and set up a display, take the time to educate yourself
about how the show operates and what activities are appropriate and customary.

All the marketing advice in this book is applicable to trade shows; re-read it with your exhibition
booth in mind. Especially keep in mind the general advice we discussed in Chapter 1: Don’t recruit
customers until you can properly serve them. Often, sales orders taken at a trade show cannot be
filled on time, and word spreads to the rest of the industry with laser-like speed.

Here are some trade show tips to keep in mind:



*Get to know the old pros in your business and study what they do. If possible, get their advice on
display, location and promotional offers.

*Have enough supplies and back-up personnel, and don’t attempt demonstrations unless you are
sure it will go smoothly. A sample (whether it's a toy or a bulldozer) that doesn’t work will be the
topic of far more comment than will a hundred products that do work.

*Try to set up your display early, and design it to be flexible enough to adjust to the surroundings.
It's hard to know who or what will be next to you and what visual, technical or even more
complications can arise. At one booksellers’ trade fair, for example, the booth of a publisher of
books on human sexuality was located between those of a bible company and a publisher of
children’s books. Clearly, adjustment was in order.

*Get a list of the trade shows scheduled for all convention centers near you. Consider displaying
not only at those in your field, but also at those which are in any way connected with what you do.
For example, an architect who likes to design kitchens might take a booth at a gourmet food trade
show, or a lawyer who specializes in employment problems might set up a small display at a
personnel executives’ conference.

Using Trade Shows to Launch Your Business

Vivien Feyer is a trained psychologist. Several years ago on a trip to Bali she was struck by the fact
that the Balinese are a happy people who view work as a service to the gods. Attracted also to
Balinese jewelry, and knowing that she had a talent for design, Feyer decided to experiment with
the idea of having fine jewelry of silver, gold, shell and other natural materials manufactured in Bali
to her design.

One of the many questions Feyer had to face as part of launching her business, Paradiso: Jewels
of Bali, was the basic one that all new businesspeople must confront. Was there a genuine demand
for the product she wished to bring to market? To find out, she decided to attend some trade
shows. Here are a few of her comments.

“My first show was the International Fashion and Boutique Show in New York City. | was completely
naive, but | knew | needed to see if | was kidding myself or if my designs would work. Even though |
had a sad little booth, retailers, reps and others were interested in my jewelry and were very
complimentary. | sold enough to pay for the show, met a lot of people at all levels of the business
and saw what others were doing. Best of all | found out in just a few days that my basic business
concept was sound.

“In later shows, | improved my display and had many more products. Many of my first customers
reordered and | met many more retailers. | also met a lot of charlatans who wanted to order but not
pay, and learned quickly that if you don’t check credit references very strictly, you don'’t stay in
business. Through people | met at the shows, | was able to sign up a good crew of regional sales
representatives.

“To tell you the truth, despite the fact that as | did more shows | recruited a wonderful crew of
people to help with the booth (dropped-out lawyers, many of them) and had good business access,
| don't really enjoying doing trade shows. It's all so overblown, full of hype, and, in the jewelry
business, a little paranoid, in that you have a lot of valuable goods in a place where security isn’t
always so great. These days | do very few.”

One interesting recent development is that trade fairs have become so successful for some
businesses that they have led to the development of permanent national wholesale showrooms,
normally located in a sales mart devoted to the products of similar types of businesses. While this
sort of sales center has been popular with furniture, jewelry and gifts for some time, it has now



spread to many other areas, including crafts. National Craft Showroom opened in New York,
primarily as a response to the growing success of crafts fairs throughout the country. The invited
exhibitors for the showroom are selected from the best craftspeople who have displayed in regional
crafts fairs. These can be a very cost-effective way for a small business to display its wares.
Obviously, the main advantage of this sort of display is that the type of customer who would attend
a trade fair (wholesalers, store buyers, sales reps) now has access to your product throughout the
year.

Chapter 10: Customer Recourse

Overview

How often are you disappointed with a business transaction? Have you ever bought a shirt that had
to be taken back because of a flaw? Have you ever returned a car to the repair shop because it
wasn't fixed right? Have you ever ordered something from a catalogue only to be told a month later
that it won’t be available for many more months? Have you waited hours or days for someone to
show up to work on your house? Have you spent months trying to have a billing error corrected,
meanwhile getting new bills that contain the same mistake plus penalty charges?

When these sorts of problems occur, your reaction probably varies from mild annoyance over the
minor ones, some of which are not even worth the hassle to correct, to anxiety and sometimes
anger over major problems. Chances are you will be reluctant to patronize a business that won't
correct a problem or one that you think will be reluctant to do so and will create more hassles for
you than the transaction is worth. Certainly, you are unlikely to recommend such a business to your
friends.

Slip-ups are inevitable in any business. To avoid losing customers (and referrals) over mistakes,
you need to establish an effective recourse policy. Providing recourse to customers simply means
giving them a way to get a fair resolution of their complaints. It's essential that you make a very
strong recourse statement to your customers and back it up with an immediate response to their
needs.

It's almost essential that a small business go out of its way to emphasize recourse policy, especially
in the light of the mistaken public presumption that because larger businesses have more assets,
they are more responsible to their customers. While most customers appreciate the personalized
service they receive from a small company, they sometimes worry that, should something go
wrong, their recourse is more limited than if they dealt with a major corporation. They might
assume, for example, that a business that does lots of advertising is a substantial company with
plenty of money behind it, and that if something serious involving legal liability occurs, it has the
resources to make it good. In fact, small businesses, because they are closer to their customers,
often offer better recourse than do larger ones. Your job is not only to establish an excellent
recourse policy but to make sure your customers understand and trust what you offer.

Although recourse is a potentially difficult and unpleasant topic, it is at the heart of long-term
business health because it protects the supportive customers who make personal
recommendations. Relatively small efforts, well-thought-out from the customer’s point of view, cost
very little and do much in protecting our total investment in public trust. Paul Hawken, former owner
of Smith & Hawken Tool Company, put it very well in an article in the Whole Earth Review, Fall
1985: “Thus no amount of activity is wasted when it comes to making sure that every transaction is
right, regardless of size or scope. Our best, most fiercely loyal customers, the ones who create the
most word-of-mouth business, are ones who had problems [that were solved].”

Much of the difficulty in developing a recourse policy is not designing good mechanisms to catch
and correct errors, but applying them in a context where your customers are mad, disappointed,
anxious or all three. Unless you set up a recourse policy in advance, there is little hope that you can
do this effectively. Unfortunately, many small businesses attempt to handle individual problems as
they arise.

We strongly suggest that this is a mistake. It confuses both your customers and your employees.
For example, you may give the impression you will repair your product only in limited situations, yet
retain the discretion to actually be more generous if you feel a good customer deserves more
attention. But a customer who doesn’t know that you will try to solve the problem if confronted is
likely to give up in disgust and never discuss it with you. If that happens, you risk losing a valued



customer who is very likely to pass negative feelings on to others.

In a retail business, a reputation for quick exchanges or refunds is a key ingredient in customer
loyalty. For example, you probably know which retail stores you deal with allow returns without
guestion, which businesses have complicated procedures to return an item and which stores make
it so difficult to return an item that it's not worth the hassle. Many good neighborhood businesses
have built a lot of their following based on customers’ confidence that the business will stand behind
its product or service.

In this context, it's worth remembering that your customer has recourse to public measures if you
don’t handle the dispute satisfactorily. In extreme cases, a determined customer can picket your
business or hold a press conference. More typically, customers appeal to local consumer action
groups, TV reporters or newspaper columnists, or just tell their friends. You may not think of
customers spreading negative feelings about your business to their friends as “going public,” but it
surely is. Now that many people browse the Internet and are part of online newsgroups, negative
word of mouth can be sent to literally thousands of people instantaneously. Consider how many
times you have remarked to a friend that you plan to try a particular restaurant, optician or computer
store only to be told about a negative experience that your friend (or maybe even your friend’s
friend or someone your Aunt Hilda’s neighbor knows) had with that particular establishment. Did
you still patronize the business? Probably not.

An extreme but slightly humorous example of this aspect of negative word of mouth involved an
acquaintance who was cheated by a 12-hour photo processing merchant and couldn’t get suitable
recourse from the manager. His frustration was so great that he pounded on the counter,
inadvertently scattering merchandise around the store. The manager called the police and the
customer, while standing around waiting for the police to come, gathered support from other
customers who thoroughly enjoyed seeing someone make a business “pay.” When the police
arrived, they listened to both sides and then talked to each party separately. They informed the
store owner to mend his ways or face possible prosecution and then, smiling the whole time, told
our friend not to damage property again.

Elements of a Good Recourse Policy

The best recourse policies give your customers as much control as possible, as early in the
relationship with you as possible. When people feel they are in control from the start, they are much
less likely to get upset. As you design your recourse policy, ask yourself: What role do my
customers play in deciding whether my product or service is substandard?

An example of a situation where a customer enjoys a high degree of control is a fine restaurant
where the discovery of a hair in the salad immediately results in delivery of a new salad, a sincere
apology and often a free bottle of wine or some other extra. In this situation, the customer is at least
implicitly in control, the assumption being that when dining in that restaurant, every effort will be
made to provide first-class service and take care of even small problems.

An example of little customer control is when you attempt to deal with a mistake in your checking
account balance at a bank, where the typical attitude is that you are wrong. Incidentally, in this era
of bank deregulation, treating customers with more respect would seem to be a much better
strategy than giving free teddy bears to everyone opening a new account (especially since the
majority of accounts acquired with a premium offer don’t stay open a year). Sadly, most banks are
so focused on their own bottom line that they resist spending even modest sums to treat their
customers decently. This situation appears to be getting worse instead of better with the advent of
ATM machines and electronic banking; it's not easy to work things out with a machine. One of
these days someone in the banking business will do the things necessary to give customers more
control and will revolutionize the business.



Not many years ago, an even more frustrating recourse problem involved trying to enforce the
provisions of the warranty on any new American car. Indeed, some customers became so
frustrated about the lack of automobile company response when their cars broke that they painted
them yellow to look like lemons and call attention to their plight. It proved to be a very effective way
to get the message across, and eventually a number of states stepped in and passed “lemon laws”
to force manufacturers to arbitrate the most serious warranty disputes. In other words, the need for
recourse became so great that laws had to be passed to take care of it. In the meantime, of course,
close to one-third of America began purchasing imported cars, particularly Japanese ones, which
had fewer problems in the first place and whose makers offered mediation and arbitration to solve
customer disputes.

Today a similar situation has developed in the insurance business, where company after company
is cancelling the insurance of long-time policy holders or raising rates outrageously, with no
meaningful opportunity for customers to appeal what they believe is arbitrary treatment.

The worst instances where customers lack control over recourse result in lawsuits. Lawsuits are
expensive, slow and unpredictable. Even if a favorable judgment is entered in your lifetime, it may be
impossible to collect if the person you sued is insolvent. Because most people understand these
drawbacks, it means that if your business has been sued, or even threatened with sulit, it is a sure
sign that your recourse policy is seriously deficient.

Designing a Good Recourse Policy

When designing or improving your recourse system, remember that customers care most about:

*Promptness. The amount of time it takes—or your customers think it will take—to correct a
problem is crucial. Fast resolution of disputes is not good enough if you can think of a way to do it
faster.

*Responsibility. Is your customer presumed (even implicitly) to be the cause of the problem when a
complaint is made? If so, your policy is a poor one. Clearly, the responsibility for dealing with a real
or perceived mistake should be on your business.

No two businesses are exactly alike. For this reason, we can’t lay out a policy that you can clip out
and apply to your situation. But whether you are a stonecutter, a storekeeper or a stress-reduction
clinic, there are a number of proven techniques to help communicate that your recourse policy is
very responsive to your customers’ needs. Here are several of the best.

Consult Advisors

Invite well-known and respected people to serve as a board of advisors to your business and get
them to help you make your business better—which, of course, involves developing a recourse
policy. These advisors should not be merely names used to impress, but trusted associates. By
doing this you are borrowing a technique that has been used by nonprofit organizations for years.
As long as you truly run an honest business dedicated to serving your customers, it will work for
you. Be sure to list your advisors on your letterhead. (We discuss the value of this sort of
association in other contexts in Chapter 11.) When it comes to recourse, associating prominent,
well-thought-of people with your business is a subtle but direct way of assuring your customers that
in the event of a problem, you will make it good. Your customers know that your respected advisors
wouldn’t associate themselves with your business if it weren’t trustworthy. If you can actually
involve one or two of your prominent friends in a formal mediation procedure to deal with occasional
serious complaints, so much the better.

A board of advisors was used effectively by Dick Rolm, an independent film producer working in
New England who contracted to make a film for a local public TV station. The station was
dissatisfied with the results, which led to a very uncomfortable situation for both parties. The matter
was resolved when two of the most prominent board members of the TV station took the time to get
together with two of the film company’s advisors. The film was re-edited, and the station was
charged somewhat less for it. The happy result was that Rolm got paid, no lawsuit was necessary,
the parties are still on good terms and the public got to see a good film.

Small businesses can tell customers about a board of advisors in various ways:

A motorcycle shop could hang photos of the owner together with a few racing celebrities on the



wall. Alongside the photos would appear the list of advisors, including the people pictured.

*A computer consultant could print a list of business advisors along with a short list of current and
former clients (after getting their approval, of course) on all brochures and on the cover sheet for
bids.

*A graphics supply wholesaler might use some examples of design work done by prominent local
artists in its catalog in addition to listing them as advisors.

*A textile teacher could display his latest fabric design along with photos of his finished upholstery
in the homes of his well-known advisors.

Join an Established Ethical Business Group

It is also wise to join an organization that already handles customer problems.

If a truly active Better Business Bureau exists in your locale, consider joining. Better yet are local
Consumer Action organizations and mediation services. Merely adding your name to their
membership roster is not enough. If you participate in the group’s activities, you will learn a great
deal about how to handle recourse problems and solutions at the same time you are doing your bit
to promote public trust in small business and helping to assure honest business principles in your
community. A fringe benefit is that word of your involvement in good business groups often
spreads, which, of course, is good for your business.

Involve Employees

Consider forming a customer service committee of employees. No one knows what your customers
need more than the people who deal with them daily. And no one has more incentive to make
changes in the way the business operates and to avoid complaints before they are made.

A Nolo Press customer service first decided to try to get every individual book and software mail
order out the door the same day, or the next day if the order comes after noon Pacific Time. While
this sometimes takes almost superhuman effort, it has turned out to be well worth it, if for no other
reason than the fact that Nolo now wastes very little time dealing with calls asking, “Where is my
book?” Before customers can wonder where their books are, they have them.

Ask for Public Participation

Include as wide a range of community members as possible in the design and decision-making of
your recourse policy. A good example of this is the Pike Place Market in Seattle, which houses
many small businesses. This group has wisely created a committee of both business operators and
members of the general public, which meets periodically to review specific complaints about
consumer problems. This is a marvelous process, as it both allows many different points of view to
be aired and creative solutions to be developed.

You may doubt that your customers really care enough about your small business to participate.
This is rarely true. The people who deal with a particular business on a regular basis, such as
professional gardeners who buy from a particular nursery or graphic artists who patronize a
particular typesetter, care a great deal about how the business operates and probably have all sorts
of ideas for improvement, including how to develop a better or more flexible recourse policy. If you
ask them to share their ideas with you, they probably will.

Good Recourse Policies

Here are some examples of businesses with good recourse policies:

*The Cross Corporation allows customers to return a pen for any reason, and stores that carry
Cross products are provided with a supply of addressed envelopes to give to any customer who
wishes a refund or a new pen. In other words, the decision of the Cross Corporation to guarantee
its product is made evident to consumers by providing easy and convenience recourse.

*Sears Roebuck & Co., a huge company selling moderately priced goods, has a generally good
reputation for customer satisfaction. For example, it has traditionally guaranteed its Craftsman



Tools and replaces them years after purchase if they are defective. When Sears started selling
computers, people correctly assumed that the same sort of replacement policy applied. This
assumption was a key to Sears’ early success in the computer market. Customers, knowing that
there was little chance of getting good service from many computer retailers, preferred dealing with
a store with a solid reputation for customer service.

Telling Customers About Your Recourse Policy

To ensure that your customers are always aware that should any problems arise they will be
treated fairly, you must closely examine how you present your recourse policy.

*Is your recourse policy clear?

eIs it communicated to your customers early and often?

Do your friends, employees and customers perceive your policy in the way you intended?
*Are customers with small complaints really encouraged to bring them to your attention?

A good recourse policy should be written and available to all customers. As noted, if your
customers are educated in advance as to their rights in any potential situation, there will be far
fewer problems and angry customers. Even customers who are a pain in the neck and enjoy
making trouble will have a more difficult time if you adopt a fair recourse policy and go out of your
way to let them know about it. And, of course, it is even more important to reach those customers
who are reticent about voicing legitimate complaints. It is obviously much better to encourage these
people to tell you about any problem with your goods or services than it is to have them avoid you
in the future because of a problem you never even knew about.

A written policy is especially important in the mail order business, and the best mail order
companies all have a guaranteed return policy. They do it for a simple reason. People are reluctant
to buy something they can't see and touch, especially if they think it might be difficult to return.
Thus, phrases such as “Return for any reason, any time within 30 days” have become common and
have enabled people to shop through the mail with more confidence.

Recreational Equipment Inc., a cooperatively owned retail and mail order company headquartered
in Seattle that specializes in outdoor apparel and equipment, does even better. Its order form
states: “REI guarantees satisfaction on every item purchased. If you are unhappy with your
purchase for any reason, please return it for a replacement or full refund.” (Incidentally, this
company is listed in The 100 Best Companies to Work for in America, discussed in Chapter 5.)

Customer Recourse Policies and Practices

We have a written customer recourse policy

yes no
Our written policy is:

Given to all "” Given only upon "” Displayed prominently on the
customers request premises

Our policy identifies and deals with those areas and situations where customers are most likely
to have problems with our goods or service.

We have regular communication with our customers to be sure they understand our recourse
policy and know that we implement it efficiently

A customer who complains is:

Always right Almost always "”  Seldom right "7 Rarely or never right

right



The most common complaints involve:

When the customer is right, he or she gets:

Full refund or replacement when:

Partial refund when:

We send or give questionnaires to customers to evaluate their satisfaction with our service.

Our liability insurance covers the following customer problems:

When a customer deals with our insurance company, it is

Very responsive "~ Responsive "” Slowto "~ Don’t know
respond
When the customer disagrees with our recourse offer, we have available
Appeal process "~ Arbitration " Industry established board of review
Mediation "~ Nothing
Other

And the legendary L.L. Bean Co., a small business grown large, which built its reputation on quality
clothing and outdoor equipment as well as excellent customer service, backs up its product with this
statement in its catalogue: “All of our products are guaranteed to give 100% satisfaction in every
way. Return anything purchased from us at any time if it proves otherwise. We will replace it, refund
your purchase price or credit your credit card, as you wish. WE DO NOT WANT YOU TO HAVE
ANYTHING FROM L.L. BEAN THAT IS NOT COMPLETELY SATISFACTORY.” Not only do L.L.
Bean customers get assurance that they will be satisfied, but Bean's recourse policy also works as
an effective marketing message, because customers realize that only companies truly offering
quality goods can make this type of promise.

Putting Your Recourse Policy in Writing

Lands’ End sent out its first catalogue in 1964 from a basement along the river in Chicago’s old
tannery district. In one of the recent catalogues it printed the business’s “Principles of Doing
Business.” Principle 3 states: “We accept any return, for any reason, at any time. Our products are
guaranteed. No fine print. No arguments. We mean exactly what we say. GUARANTEED.



PERIOD.”

Reassured by this guarantee, Salli overcame her reluctance to buy a swimsuit through the mail.
The swimsuit was shipped the same day, and she was very pleased with the quality and fit. One
week after it arrived, Salli received a phone call from Lands’ End asking if she was happy with the
purchase. Not only was their recourse policy clearly stated, they followed up to make sure they had
a happy customer. Recourse policies can’t get any better than that.

Now, let’s look at several other examples of how to put a recourse policy in writing. You will notice
that these policies anticipate typical problem areas and establish a procedure to head them off
before a dispute arises. For instance, a painting contractor we know prides himself on being
extremely neat and doing quality work. However, because there is a lot of potential for paranoia
among his customers about what their rights are if paint drips on their floors or furniture, he is
especially clear about the precautions he takes to avoid this kind of problem and about what he will
do to correct any that should arise. He not only promises in writing to correct the problem, but
explains the type of insurance he carries and just what it covers. He also explains provisions made
for outside evaluation and mediation should any dispute ever arise.

Another frequent problem for painting contractors is that a color a client chooses from a color key
looks different than expected on the wall. All sorts of factors, from the nature of the surface being
painted to lighting, can affect this. In anticipation of this common problem, this contractor puts on a
first coat and then encourages his customers to live with it for a few days. He specifies in writing the
number of days his client has to decide if the color is the correct shade. If the customer doesn't like
the color, the contractor makes agreed-upon modifications in the second coat. If the customer
assents to the color choice, the final coat is applied and after that no free repainting is done for
reasons of color. If, however, the customer is legitimately dissatisfied with the quality of work, the
contractor will do any repainting necessary at any time.

Ruth, who owns a garden and plant store, has a replacement policy should any plant she sell prove
unsatisfactory. However, to help her customers avoid most common problems, she instructs them
both orally and in writing as to what kind of care the plant they purchase requires. For example,
Ruth goes out of her way to explain the symptoms of over-watering, letting a plant grow too large
for its pot and become rootbound, and excess exposure to sunlight. Armed with this information, the
customer is in a good position to evaluate and save a drooping or rootbound plant. One additional
advantage of this kind of instruction is that Ruth gives her customers a reasonable standard against
which to judge whether a problem with the plant was caused by their neglect or occurred because
the plant was defective in the first place.

A carpet retailer we know in the Sacramento Valley of California not only guarantees in writing all
carpets sold, but encourages customers with complaints to contact him so that problems can be
remedied. As part of doing this, he sends every customer a postcard a few weeks after a carpet
purchase, with a reminder of the store’s “total satisfaction” policy. In addition, he includes a
statement of customers’ rights every time he communicates with them in writing. An amusing side
result of this policy occurred as part of a Small Claims Court procedure initiated by the rug store
against a customer who hadn'’t paid her bill. The customer showed up in court and said she failed to
pay because the carpet was defective. The store owner was able to produce the written recourse
policy, a copy of the postcard and several other communications explaining to the customer the
“total satisfaction” policy. He then testified that, although a year had passed, the customer had
never complained about the quality of the product until that day in court. The judge not only ruled
for the rug company but complimented its honest business practices before a courtroom full of
people.
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THE LANDS’ END BUSINESS PRINCIPLES, PRINTED IN ITS CATALOGUE

Kaiser Permanente, a huge health maintenance organization, invites some patients to fill out a card
about the care they received. “If you're pleased,” they advise, “Fill out the side of the card that says
‘Great!’ If you're not so happy fill out the ‘Not so Great’ side of the card to let us know how we didn't
meet your expectations.” Patients then have an opportunity to talk with the department manager or

other administrator to get the problem resolved. If they want they can also receive a refund of their

copayment, up to $25. Not only does this allow Kaiser to monitor service, it gives the patient control
over service.

Chapter 11: Marketing on the Internet

Overview

The Internet has been the subject of intense hope and speculation, bordering on national hysteria.
It is well to remember the work of the great American Thomas Hughes, founder of the field of the
history of technology, whose most famous book is Technological Enthusiasm: The History of
Technology in America. The title summarizes Hughes’s vivid observations on the subject; as a
culture we have always been wildly enthusiastic about new technology. We view our national future
as commingled with the future of technology.



Not only do Americans have a long and intense history of becoming enamored of the latest
technology, we also have a propensity to believe that technology will solve most, if not all, social
problems. The Internet is touted as the latest technological panacea that will welcome in a new era
of democracy and social justice while also improving our sex lives and making the children behave.
The Internet is perceived as having unlimited possibility in large part because we can’t understand
the possibilities.

Just as we are prone to accept that advertising works in other media, we are being seduced (or
seducing ourselves) into believing that advertising on the Internet is the solution to our marketing
needs. The best advice we can give is to evaluate the Internet as you do other media. All of the
same issues, including where to be listed, accessibility, being transparent and educating
customers, apply to marketing on the Internet.

Our job is to be clear-headed about the Internet, maintain our equilibrium as we examine it from a
business perspective and report on successful marketing uses of this new medium. We believe the
best way to approach the business marketing aspects of the Internet is to think of it as a very
extensive Yellow Pages that:

ecan provide many levels of depth for inquiring users,
ecosts you almost nothing to use, and
*has an interactive quality that is superior to current telephone branching mechanisms.

The Internet is useful and important for many businesses, but it does not provide miracles. At this
point among the businesses that successfully use the Internet are ones that can access and ship
from a huge inventory that they don’t physically possess and that no retail store could ever rival
without incurring astronomical overhead costs. Examples include the book, music, computer
software and hardware and wine businesses.

The Internet may also increase your competition. More people with skills like yours will be entering
your geographic market. It isn’t too expensive for a water safety engineer from North Carolina to
rent a room in St. Louis and work there for three months on an assignment that was initiated over
the Internet. To compete, safety engineers in St. Louis will have to think about their availability to
work in other parts of the country.

There are many ways to use the Net to market your business, but right now (though the technology
is changing daily, if not hourly), the primary way is through having a Web site—that is, a spot on the
World Wide Web. Let’s take a closer look at what a Web site might or might not do for your
business. But keep in mind that for many businesses, having a Web page is like having vanity
plates for your car.

What's a Web Site?

Having a Web site (often known as a Web page) simply means having a computer file that is
publicly accessible. Such a file can have graphics, video and sound. It can be in color, animated
and can automatically connect the viewer to other computer files. Files that are publicly accessible
on the Internet are usually stored on a specific computer that is connected to the Internet 24 hours
a day and can respond quickly. Such a computer is called a server or Internet provider.

The World Wide Web (WWW) is the popular name for a particular technology that makes it easy to
send images, photos and sound on the Internet.

Internet is the name given to the technology that lets thousands of computers connect to each
other. Individuals can use their personal computer and communications system to connect to the
Internet.

Access to the Internet is free for students and many private, individual users, but very expensive for
high-use corporations. The same range of prices applies to having a Web site.

Do You Need an Internet Presence?



Two business friends of ours are not on the Internet and don'’t plan to be. One is Al Pietsch, a
printer, a master of the art of using a special old-fashioned multilith (an offset printing press)
machine. To appreciate and use his work, designers and graphic artists need to see and touch it. In
addition, Pietsch works alone and already has more work than he can handle. For his business,
marketing on the Internet is irrelevant.

Bob G. is a brilliant class action lawyer with more major victories than anyone in his field. He
occasionally has room for a new client but doesn’t dare to be listed on the Internet because he
doesn’t have time to answer his mail or screen the prospects. Getting referrals from the few other
lawyers who know his work and the kind of clients he is looking for is sufficient and efficient. His
listing in the Yellow Pages, under Attorneys, is plain vanilla—just his name, so old friends can find
him.

Don’t Neglect Customers Who Aren’t Online

Because Internet access isn't free, and because the Internet isn't easy to use, many of your present
customers don't use the Internet, and they probably won't for a long time. This means that you
should provide the same services and information to non-Internet users that you provide online,
where possible. As an example of what not to do, a local bookstore we know has an online
directory of its inventory, but no computer in the store for customers.

Yellow Pages Plus

The Internet closely resembles the Yellow Pages of the phone book. It is like a list that can be
accessed by users at their convenience and it is used for seeking business information. But unlike
traditional Yellow Pages, the Internet is not geographically limited; it has millions of listings covering
many parts of the planet.

Because of the huge number of listings, you’'ll need to keep in mind two key marketing facts: First,
your business listing will be part of a much larger universe than is found in the Yellow Pages. If you
are one of 30 patent lawyers listed in your local printed Yellow Pages, you may find yourself among
9,000 patent lawyers listed on the Internet. The elements that distinguish you from all these other
patent lawyers and might attract particular clients—years of experience, law school attended, size
of firm, gender—become vitally important when you join the cyberspace business community.
Potential clients need to know what makes you unique and desirable. When you're ready to
compose your listing, imagine yourself trying to make it into the Guinness Book of World Records—
what feats would be appealing to prospective clients?

Second, geographical proximity may be a drawback or a bonus. If your business is geographically
limited, define those limits clearly: graphically with a map, and with diverse words.

Note on Internet Addresses

We've included the current Internet addresses of many of the sites we discuss in this chapter, so
you can check them out for ideas and inspiration. But be warned that addresses often change. If
you can't find a site by using the address given here, try a keyword search.

For example, Jim Davis’s sewer repair business is located in Seattle. On his Internet site, a map
shows that his office is in the University district about four miles from downtown. To increase the
range of possible customers, he also shows the entire city of Seattle and four suburbs and color
codes them as “immediate service area for emergency service.” The larger area of King and
Snohomish counties is marked “by appointment.” In the “immediate service area,” Davis offers to
“give you an exact appointment time—if we're late by more than half-an-hour you get 20% off the
bill—except during earthquakes, snow, Super Bowl parades or other acts of God.” Davis lists the
names of 51 neighborhoods, suburbs and small towns in his list of service areas, just in case
someone is searching the Internet for sites that contain the name of his or her own tiny local area.



Geography is not a serious limit for Lief Gunderssen, who sells accounting systems to credit
unions, except that credit unions have different legal structures in different parts of the world, and
his package is designed in English. Gunderssen sells his accounting system, which is part
software, part paper and part files, all over the U.S. and occasionally outside the country. With the
Internet, the whole world is a potential market, but Gunderssen needs to think carefully about his
approach.

For prospects in the U.S. and Canada, the laws are appropriate for his accounting package so he
emphasizes this fact online and lists his toll-free phone number. For eight other countries where a
modified version of his package can be used, he has separate pages on his site explaining the
modifications necessary for each. He also addresses the most commonly asked questions relative
to that country. On his main Web page, Gunderssen has a large banner explaining that his program
is based on English. The banner is there to make sure that he doesn’t have to waste anyone’s time
answering questions about other languages. Lastly, he has a separate page for overseas credit
unions that are part of American and Canadian corporations where he answers commonly asked
guestions. The use of multiple pages gives quick answers to people just glancing and detailed
answers to people who need details (see Designing an Internet Site, below).

For Denise Armomot’s classic sheet music reproduction business, the Internet’s worldwide
coverage is a bonus. She has a list of more than 2,000 titles that she provides. The list is available
in seven languages, and Armomot is adding more as quickly as she can find people to help her with
the translations.

The Internet Frontier

Uses of technology keep evolving long after the technology itself stabilizes. For example, the
telephone was first used by businesses for short messages, inter-business orders and confirmation
of meeting times. Doctors and pharmacies were also among the first to have phones, largely for
emergency service. ldle chatter and personal conversations did not become common on the phone
for nearly 30 years after its introduction. Widespread residential use of the phone (in two-thirds of
U.S. homes) did not occur for 70 years.

Internet technology is far from stable, and we should not expect long-term patterns of usage to
emerge for business or individuals for at least 15 more years. In the meantime, accept the volatility
of this new medium and be innovative in your marketing. Our advice is to get online and get a feel
for what others are doing—it’'s a challenge at first, but can be lots of fun.

What to Put on Your Site

Lots of businesses, big and small, have been bitten by the Internet bug. They're sure they need a
site, mostly because everyone else seems to have one, but when it comes to what information to
actually post on the site, they’'re stumped. Keep in mind that a simple site full of information that is
kept fresh and is interactive will attract loyal customers. Using lots of gimmicks is just a waste of
time. As Evan |. Schwartz (evan@cis.compuserve.com) put it in the February 1996 issue of WIRED
magazine, “a web site that attracts just a few thousand loyal consumers will ultimately be more
valuable than one in which a million new people visit each month and never return.”

The cost of buying the computer hardware necessary to set up an Internet site is usually fairly low.
But the cost of maintenance can be high. Will you be able to keep the material up to date?
Someone has to do it—often. Almost nothing makes a worse impression than out-of-date
information or images. It is a clear sign of poor management—the online equivalent of a dirty place
of business—and will destroy positive word of mouth recommendations. Don'’t put anything on your
Internet site that will rapidly go out of date unless you have the resources to update it faithfully.

Your Schedule of Events

The Internet can be a great place to post your calendar of marketing events. There are two reasons
for this. First, online listings can be continually updated and constantly available in a way that no
other medium allows. Newspaper calendars, for example, are prepared many days in advance and
customarily appear only weekly. Second, the potential for personalized sorting exists only on the
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Internet. That means that people interested in events, displays and meetings about overweight
dogs in Duluth can have a tickler notice that tells then when anything on the subject pops up online.

Holding creative marketing events is vital to create positive recommendations for your business.
(Chapter 12 is devoted to this subject.) Listing your events on the Internet is desirable now; it will
become a necessity in the future.

Links to Related Sites

We assume that you understand the nature and benefits of cooperation in business, discussed in
several chapters of this book. An additional advantage for a business that views itself as a
constructive, cooperative member of society is that the Internet can provide automatic referrals to
you from other cooperative businesses. And you can do the same for them with “links” to their Web
sites. Linking sites on the Web is a great service to customers and potential customers. Links are
commonly referred to as hot links or hyperlinks.

Payment for referrals is common on the Internet, and you should consider every such potential
source (see Pay for Referrals, below), but the fact that you are a cooperative business needs to be
communicated to all potential referral sources. Businesses with active Web sites understand that
offering links to other sites enhances their reputation. And just as in any marketing, you must have
a well-run, trustworthy business to continue to be recommended as an interesting and informative
site.

It's a good idea, when you include someone else’s Web site in your linking, to ask permission first—
it's also an easy way to make people you would like to be associated with aware of your site.

Next Century, a third-world development consulting firm in Washington, D.C., reports that it is listed
as a cross-referral in more than 100 Internet sites, all on the basis of mutual reciprocal benefit
(cooperation). Forty of them were generated from the original list of potential referrals that Next
Century developed when it launched its Web site. The next 60 came in at the rate of one or two a
week, spontaneously, from other businesses and nonprofits that recognized a cooperative peer.

Putting a Community Online

Steve Killey (www.Bodeganet.com) is growing a successful business by offering a unique and
cooperative service in his rural community.

Bodeganet acts like a referral for other small businesses in the Bodega, California, area. On this
site you will find links to Rasberry’s Web site, Eschenbach Construction (discussed later in this
chapter) and several other small businesses. One of these is Northern Light Surf Shop which, in
addition to T-shirts and surfboards, offers real-time satellite ocean data that are continually updated
and show the exact heights of waves and wind speeds at nearby beaches.

Killey designed and maintains these Web sites at a very reasonable price. As part of his service to
his community, he also maintains the sites of two candidates running for supervisor and a nonprofit
land trust, all of which are listed on the primary referral page.

Accessibility Information

One of the benefits of the Internet is that the customer has 24-hour accessibility to information.
When you set out to list your location and show maps and other graphics, include a list of nearby
streets, major points of interest and landmarks. For example, a quick print shop in Berkeley,
California, marks its location on its map and lists: corner of San Pablo Avenue and University
Avenue, corner of Ashby Avenue and San Pablo, University Avenue freeway exit and Ashby
Avenue freeway exit, in case someone uses those words while searching online for a print shop. It
also lists nearby points of interest: the Berkeley Marina, the 4th Street shopping area and the
Ecology Center. For landmarks it lists some other well-known businesses nearby: the Fantasy
Record company office, Orchard Supply Hardware, Takagawa Nursery and Spenger’s Restaurant.
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Valuable Free Information

The Internet began as a computer network linking educational and government entities; its
commercial aspects are relatively new. People still go to the Internet primarily for free information,
and expect to find it; if you're smart you'll include a lot of helpful information on your site. In addition
to satisfying their expectations, it lets potential customers see for themselves that you are an
expert.

You don’'t necessarily have to supply the information yourself; take advantage of the Web’s capacity
to link sites to each other instantly. For example, a real estate broker's Web site might include links
to the local Chamber of Commerce site, which offers more information about the community, to
sites that offer good material on mortgage rates and financing and to sites that discuss the local
school system. People who are looking for a house in the community will be grateful for the leads.

Nolo Press, publisher of this book, operates a Self-Help Law Center on the Web (www.nolo.com).
The site features lots of information about Nolo books and software, but it also offers loads of free
legal information on common topics such as debts, wills and trusts, small businesses and real
estate.

Designing an Internet Site

The Internet is so new that the format of Web sites has not yet stabilized. But as it does, it is fair to
guess that many of the structures of a book, which have evolved over 500 years, will be involved.
These elements include:

the cover, with an image, title and subtitle
*a back page with short reviews and recommendations
often, a jacket that contains a 300-word summary and a description of the author; and

einside, standard locations for a list of other books by the author, a table of contents, an
introduction, a bibliography, an index and page numbers.

All of these elements help potential readers know the contents and find what they need. Similar
elements will evolve in Web site structure.

In the meantime, when you're ready to design a Web site, your strategy should be to think of the 16
types of potential customers who may look at the site (chart, Chapter 7) and make sure that each
type knows what is available at first glance, where to look and how simple or difficult it will be to
look.

Should You Do It Yourself?

Few small businesses have the expertise and time to design and maintain their Web sites.
Fortunately, many individuals and companies offer this service, at a cost that ranges from minimal
to expensive. As in any technology, the first questions to ask yourself are what you need and want
from your Web site, and how much you want to spend. You absolutely do not need a lot of bells and
whistles—in some businesses such things can be inappropriate and distracting. As in all business
marketing, you have to look at what others in your industry offer and what customers expect. One
last warning: Don’t put up your site until it's ready. It's very off-putting to visit a site that says “under
construction.”

Michael Eschenbach (www.Bodeganet.com), for example, runs a construction and cabinetmaking
business. His geographical business area is limited (50 miles) and currently searching the Web is
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not the usual way someone finds a contractor. A few people have inquired, however, so he had a
friend help him design a simple Web site with a few photographs showing samples of his work: a
spiral staircase, a massage pagoda, an antique dishrack and a custom house. His site includes an
e-mail link and his phone number so potential clients can just click on the link and e-mail him or pick
up the phone and give him a call if they like what they see.

During the rainy season when business slacks off, he plans on adding free information about
various aspects of construction. These articles will be useful over a long time period, so he won't
have to update them often and can add to them when he has time. At this point, for his kind of
business, a simple low-maintenance site is appropriate.

As industry norms change and more people look to the Web for contractors, he will have to change
his approach. He might add a FAQ (Frequently Asked Questions) section to help educate
customers while keeping his e-mail traffic down, more information about changes in his field, the
latest trends in home building and tips on remodeling. He might include links to subcontractors and
vendors he recommends and spend a lot more time maintaining and keeping his site fresh and
informative to customers.

In the Yellow Pages, your listing must present, all at once, all the key elements your customers
need: hours, credit cards, location, hours. The Yellow Pages are also in alphabetical order by
category.

Neither of these things is true of the Internet. Most prospective customers will find your listing by
using “online search engines,” which search for sites that contain words a user enters. A user may
search for several words at a time, assigning equal weight to each or giving some a higher priority.

In designing your primary or “home” page on your site, you need to keep in mind that a prospect
delivered to your primary page may be looking for something that is on another one of your pages.
The primary page should therefore explain, indicate or illustrate, to everyone who looks at it, what
other material is available. The closest way to describe it is as a table of contents. Because this
primary page is so important, we recommend not putting hyperlinks to other sites on this page;
people may get lost and never return to your site.

The structure should be based on the chart in Chapter 7, which categorizes prospective customers.
Your introductory page should tell both the nasve user and the expert what there is and where to
go. But you shouldn’t scare a naeve prospect with the expert material nor insult or bore an expert
with the simpler material. Show a sample of your primary page to a cross-section of friends and
customers and make sure they all understand it.

An example of good structure is Alan Reisor’s primary page on his Web site. Reisor has a radio
program aired nationally that offers a unique, sweet and simple meditational music. Some people
seeing the site for the first time don’t know much about the music and have heard only part of one
program; others are loyal buyers checking in to get details about the most recently released music.
The primary page is filled with simple color graphics and images that direct the prospect to an
introductory section that includes sample music and videos, if they are interested. Graphics show a
complete inventory of back programs, related music, organizations, newsletters and groupie
conventions. Browsers can pursue a line of inquiry as deeply as they choose.

This branching process should be constantly reviewed with these guidelines in mind:

1.Always show what is ahead. Let prospects know what tables, charts, inventories and gold
nuggets are still ahead of them.

2.Always be sure the branching structure is clear. Each page should have a “home” button or some
very clear method that's the same for each page to return to your main menu. Viewers need to be
constantly oriented; tell them where they are and where they might be going. Reassure them that
they can always go back to the main menu whenever they want to and provide an easy-to-
understand mechanism to do so. Encourage them to bookmark your page for future reference.
Bookmarking is done with a click of the mouse in Internet access programs and allows users to
quickly revisit favorite sites—including yours, you hope.

Be mindful that nasve people will pursue a path that is different from that of experienced clients. A



nasve prospect going through Alan Reisor’s branches will expect the video and sound to explain why
the music is slow and peaceful, that the computer is not broken and that more searching will not turn
up music that is jarring and bouncy. An expert might want access to complex sorting of the
inventory, not just an alphabetical list. On Reisor’s inventory page, for example, a customer can find
an album by instrument, by artist or by composer.

Interactivity and Customer Screening

One of the most interesting marketing attributes of the Internet is that it allows many businesses to
screen their interaction with customers and prospects. Before the Internet, the voice-mail branching
systems that many of us hate were the best tool for this purpose. We all recognize the voice that
says, “If you want to talk to a salesperson, press 1; if you want to discuss a billing problem, press
2;...if you want to speak to an operator, press 9.” The same thing can be done on the Internet with
graphics, imagination and without antagonizing the customer. Customers can search for their own
branching route at their own pace and with their own logic.

The interactive potential is what allows a business on the Internet to use the chart in Chapter 7 as a
tool for working with prospects and customers. It allows for the education of naive non-users and
for simple sorting mechanisms for naive heavy users. It allows for very sophisticated presentations
to experts and direct relations with expert heavy users. For example, expert heavy users can be
allowed to interact directly inside the business; they can even design their own products or operate
your machines remotely. Here are two examples of this interactive sorting:

On an acupuncture clinic’s online site, naive non-users can see a short video segment of a patient
being treated. A graphic dictionary of terms is available, as is a history of this ancient medical art
and testimony from successfully treated patients.

A cutting-edge biotechnology firm could let expert heavy users of direct distant machines to create
desired proteins, test them and package them for shipment.

The most important and beneficial use of interactive branching is to bring new prospects exactly to
the right door of your business. With the right branching system, an architect will, someday soon,
answer a phone line and already know that the person on the other end wants to schedule a
meeting on Thursday afternoon at 3 p.m. for a half-hour discussion of a 1,000-foot addition to her
house at $120 a square foot and that the prospect knows the architect’s qualifications. When the
two meet, the sale would be 90% complete.

You can separate window-shoppers from serious prospective clients based on several attributes,
including taste, experience and understanding.

One mechanism for weeding out browsers that is rarely used in American business is to be
purposefully obtuse and obscure. In Japan, it is common to find that a master craftperson or a
respected antique dealer has a storefront that is old, dilapidated and unobtrusive. Only the most
sophisticated customers know where to go, so the masters don’t waste time or get involved in the
unpleasantness of turning the wrong people away.

The same approach can be used online. Irv Thomas, who sells books and newsletters about simple
living to people who are already leading simple lives, uses it on his primary page by alerting
prospects that they are facing a screening. If they get through they will probably like the product. He
then lists the names of five famous and five obscure people and asks which ones have values that
the prospect admires. Picking any of the right three names leads directly to Thomas’s core material,
and you get an explanation of why those three people are important to Thomas. Picking another
three names that are close in values leads to a page that gives clues as to what is appealing about
these three names and about the values that would lead the prospect to the core pages. Pick any of
the four remaining names, and you are politely told that you would probably find Thomas’s material
inexplicable and dull.

Taste. A tailor in Hong Kong shows a large sample of fabrics; you pick the ones you like, and he
recommends the tailor whose work you are most likely to respond to. He himself takes the clients
who pick conservative fabrics for traditional “English gentlemen’s” suits.

Experience. Sorting by experience is used by a marketing research firm seeking sophisticated
clients for a technical methodology that it has perfected. Its Internet offering includes a wide range
of political survey data, election results and statistical analysis programs. Users of two of its most
sophisticated statistical analysis programs, a chi-square and queue-sort, are clearly the highly



experienced type of people they want to offer their most sophisticated “key issues” methodology to.
Users of those two programs are offered wide-open access to databases not known to others and a
direct toll-free phone number for free assistance on their projects. Many of these experienced users
of the secret databases have become regular customers of the key issues methodology.

Understanding. A good example of sorting by understanding is found at the online site of the
University of Chicago’s Committee on Social Thought. This reclusive institute holds occasional
seminars for a very small number of invited cognoscenti and for the rare person who visits its
Internet site and follows the branching lines all the way to the end of a Ph.D. thesis by one of the
Committee’s alumnae. At the end of each thesis is a flashing invitation to the next seminar, with an
phone number at which people can obtain the time and location.

How to Help People Find You Online

People will find you on the Internet in many ways. Here are some ways to get the word out.

Get Covered by Search Engines

There are two primary ways potential customers locate you online. One is through search engines
such as Lycos (www.lycos.com) and Alta Vista (www.altavista.com) and indexes or directories such
as Yahoo (www.Yahoo.com). Search engine information is accessed by words or phrases; indexes
use subjects and categories. To list your site with Yahoo, for example, send them e-mail listing your
key subject areas. Alta Vista has “spiders” (unattended robots) that rapidly crawl around the Web
catching up the first ten to 15 words of each page in your site.

Because search engines use key words to find you, you need to make a list of key words and keep
adding to it as you think of new ones. One friend who sells a menopause product used very general
words, such as “women,” “health” and “fitness.” These words were too vague and did not get
prospects to zero in on her company. There were literally hundreds of thousands of other
businesses using these words. She needed more specific words such as “workbook,” “alternative
medical advice” and “estrogen replacement.”

Here are some ideas to stimulate your thinking:

Location: where you are located, towns you serve, nearby landmarks.

Skills, talents, experience, awards and degrees.

*Past and present associations and organizations you belong to that are relevant to your business.
*Trade goods, services and products.

*Employees’ names, if a customer might want a specific person to, for example, cut her hair or
drive him to the airport. Betty Sue’s Airport Van Service, for example, lists the year and model of
the vans in her fleet along with the names of her drivers, in case someone wants a specific driver
whose name they remember.

*Relevant numbers: the number of years you've been in business, your birthdate, your address and
zip code, your phone number with area code and your business hours if relevant.

Use a thesaurus to find synonyms to all the words you conventionally use to describe your
business. Synonyms for “energy,” for example, are power, force, vigor, propulsion and thrust.

Get Recommended on Other Sites

Other Internet sites may make automatic referrals to your business. For example, publishers of
vegetarian cookbooks sometimes list vegetarian retail markets by location. So Green Pastures in
Boulder, Colorado, is listed and gets automatic referrals from people who select the listing for
Boulder. Green Pastures, which carries a unique line of French homeopathic remedies, also has an
automatic referral from the page of the French Wholesale Company, listed under Boulder.

Cultivate Online Recommendations From Users

People participating in online discussion groups on subjects related to your business constantly
make recommendations to interested people. For example, a novice skier looking for equipment
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might ask others taking part in an online discussion for the name of a helpful ski shop in the Boston
area. To get such referrals, you, a friend, a satisfied customer or an employee must be an active
participant in the discussion group.

Whether or not you have an online site of your own, it's a good idea to join an online newsgroup or
two and participate in ongoing discussions about topics that relate to your business. A newsgroup is
an online community of people who are interested in a specific topic. They tend to have a narrow
focus and can be very useful in certain fields. Your knowledgeable contributions will help you
become known as an expert in your field. These newsgroups (there are thousands) are linked
together; you can find ones you may be interested in through an online network known as Usenet.

When you're ready to post a message or question on a newsgroup, check out its FAQs (Frequently
Asked Questions) before jumping in. It's bad form to advertise your goods or services, but if you
just wrote a new program for cabinetmakers, a one-time post is fine because the other people in
your cabinetmaker newsgroup would be interested.

Subscribing to a listserver—a kind of electronic newsletter dedicated to a certain topic and
delivered via e-mail—is another way to let people know you are around. Subscriptions are usually
free.

Tom Hargadon, who runs a multimedia newsletter and consulting business, regularly gets new
subscribers and clients from people who know about him from the hundreds of cogent and valuable
comments he makes in online discussion groups.

The better you are known, the more recommendations you will get. And online, recommendations
travel with lightning speed across the country. For example, Paul Billings, a Palo Alto, California,
physician and an expert on the social problems of DNA typing, got an invitation to be an expert
witness in a trial in Hawaii when the trial attorney found out about him from a colleague’s referral in
an online discussion group among lawyers about the Hawaii case. The attorney knew of Billings
because he is a lawyer who participates in online discussions about genetic issues, including
problems with DNA typing, where Billings is a highly respected contributor.

The Old Ways Are Still the Good Ways

People find out about Web sites the same way they hear about other things—through personal
recommendations. According to Business Week magazine (July, 19, 1996), word of mouth is what
gets most people to check out a site. “With 90,000 [Web sites] to choose from, a lot [of people] use
good old-fashioned word of mouth,” concluded the magazine.

Distribute Your Internet Address

Include your online addresses on all printed, published and public material; it's at least as important
as your phone number and return address. Keep a list of the places your Internet address is printed
or posted, and if it changes, make updates quickly. Address forwarding programs are still too
unreliable to be wholly effective; take care of it yourself. When Internet providers have gone out of
business, many of their customers have been stuck without adequate forwarding reference.

Pay for Referrals

The Internet has many people and businesses offering paid referrals. Most of them are an
automatic form—click a button on a site and get transferred to your site. When should you pay for



referrals? Analyze it the same way you analyze your listing in the Yellow Pages. See what similar
people in your business are doing, how long they use it, what messages they present to the public.
Try it in small doses to see what type of customers you get and whether you have the facilities to
handle their inquiries.

Most importantly, see what company you would be keeping. To be in a referral category offered by
less than desirable people can be very harmful. The early users of new technology, before
government regulation is established, often include a large volume of snake oil peddlers. Extra
caution is needed.

Marketing Manners on the Internet

It is a big negative to send unwanted electronic mail. Doing a mass mailing is called spamming and
is the Internet version of sending junk mail. You will quickly become hugely unpopular among online
folks if you do it.

Don’'t assume that someone who checked out your online site wants to hear from you—ask before
you send. When you get a person’s name, clearly explain that you might e-mail something. When
you do send something, get permission to send more. Don't treat your list like a traditional
marketing mailing list, to which you might do a mailing four times a year. Never do the negative
option of sending and then requiring the recipient to request that you remove his or her name.

Chapter 12: Designing and Implementing Your
Marketing Plan

Overview

A marketing action plan for your business should include three basic elements. The first is the
statement describing your business, which you completed in Chapter 7. Now it's time for you to
design the next two, which we call the who and what of your marketing effort. Let’s start by briefly
defining the rather shorthand terms “who” and “what”:

*The who of your action plan is simply a list of the people you already know who are in a good
position to recommend your business to their friends and acquaintances.

*The what of your action plan is the list of marketing actions and events that will stimulate the
people on your list to actually make recommendations.

Before we get into specifics, be aware that your general objective in designing a good marketing
plan is to give your customers, associates and prospects a sense of participation in your business.
When done well, this allows you to share your sense of excitement at the same time that you
enhance trust in your business. If you can accomplish this you can significantly increase the desire
and willingness of a large number of people to recommend your business to their friends.

Your Marketing List—the Who of Your Marketing Plan

One of the most important marketing tools available to the small businessperson who wants to
expand is an up-to-date master list of customers, prospects, suppliers, friends and people in the
community who can help spread the word. To create such a list, start by gathering all the names on
your invoices, ledger cards, mailing lists, personal checks you have accepted, customer sign-up
sheets, etc. Some businesses add to their lists by offering a prize and holding a drawing; the entry
forms include the customer’s phone and address. This technique is particularly effective at trade
shows, malls and other locations where a large number of interested people are gathered. We feel
it is important to make it clear when you add new people to your list, that they will from time to time
receive mailings. There is no benefit in spending postage and adding to junk mail by sending
information to people who aren't interested.

Your marketing list should include name, address, phone, fax, e-mail address and what, if any,
goods and services the customers received, along with appropriate dates. Where possible, and
depending on your business, include personalized comments and notes as to who referred the



people or how they heard about you. The general rule is that if you deal with a few important
customers you should go out of your way to be personal, but if you sell a lot of goods and services
in small units, collecting extensive personal information isn’t feasible.

Whatever method you currently use for storing your list, we recommend transferring relatively small
lists—fewer than 300 names—to index cards and alphabetizing them with one name per card, even
if doing this duplicates a computer list. The physical presence of this box of cards is a powerful
reminder to use it. However, if your list is over 300 names, then a computer database will be
necessary.

Here is a sample index card that has worked for businesses we advise:

The Rolodex Party

One of the most ingenious ways we’ve encountered to add names to a list was a “rolodex party.”
Developed by Joan Mclintosh for Dean Sautner, who designs and builds customized shelves and
desks for computers, she invited her trusted friends to a party and asked each to bring their
rolodex. At the party, she provided envelopes containing brochures describing Sautner’s products.
Joan asked her friends to address at least six envelopes to people who might be interested in the
furniture and to write a short personal note on the flyer. A good percentage of the people contacted
this way responded favorably.
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How to Evaluate Your List

The purpose of this checklist is to determine how much, if any, work is needed for your list to be
usable.

Your Marketing List
Your marketing list was last updated:
6 months ago "7 1yearago "7 2years ago “7 3 ormore years

ago

A complete list of your customers, suppliers, prospects, ©yes no
and business associates, relevant aquaintances and
peers is available for an immediate mailing or phone

invitation.
If Yes, how current are your customers Poor Adequate Excellent
addresses?
suppliers T o o
prospects o o o

business



associates
acquaintances
peers

How current are your phone customers
numbers?

suppliers
prospects

business
associates

acquaintances
peers

If No, how long would it take you customers Hours
to make a list?

suppliers Hours

prospects Hours

business associates Hours

acquaintances Hours

peers Hours

Starting now you are compiling "" checks
these records from...

customer records

form letters

supplier records

organization membership lists
your personal address book

other

Marketing Actions and Events—the What of Your Marketing Plan

Once you generate a list of your marketing community, the next step is to plan marketing actions.
These actions should generally fall into three categories:

*Direct,
eParallel, and
*Peer-based.

Together, these make up the “what” of your marketing plan. Let’s first define these terms by looking
at how a small school of modern dance might use each to mount a good marketing effort designed
to stimulate personal recommendations. (The next chapter gives several examples from each of
these categories to show how year-long marketing plans are actually planned.)



*Direct Marketing: For a dance school, a good illustration of direct marketing is holding a
performance by advanced students at the school. All students would be encouraged to invite their
friends and family, and the school would send a notice to school alumni and friends and arrange for
appropriate publicity in the dance community.

*Parallel Marketing: The dance school selects people from its marketing list and invites them to be
guests at a local performance by a touring dance company known to do innovative work.

*Peer-Based Marketing: The dance school gives a reception for a visiting out-of-town
artist/performer and invites the people on its list, including a wide cross-section of the local dance
and arts community.

All businesses should carefully consider each of these broad community-based marketing
approaches. Of course, depending on your business, there are many—often hundreds—of
possibilities in each of the three categories. Often particularly good ones become annual events
that customers and friends look forward to. Christmas parties and business open houses are a
popular version of this type of marketing. So are free ice cream cones for children’s birthdays from
the local ice cream shop. But because they are so common, and because they are not designed
with intentional information content, they are not nearly as effective.

Marketing for Wholesalers Who Use Middlepersons

Many businesses have no direct contact with their final buyers. If you use representatives (reps) or
sell through distributors and retailers, you will probably want to direct most of your marketing activity
at the people who actually buy from you. However, if an opportunity ever comes up to deal directly
with the final buyer, we advise you to take it. This doesn’t mean that you should ignore your reps,
just that you should try to develop alternative marketing strategies.

If your business must use reps, because that system is built into the industry, try to help your
distributors sell more of your product. One example is a jeweler we know who sells primarily
through sales reps but still regularly sends the buyers at all her major store accounts a newsletter.
The newsletter is primarily graphic; one issue showed some unusual contemporary fashions and
how her jewelry is worn with them, and another highlighted interesting window and counter displays
featuring her jewelry. In one issue, she included a small card with a chart that converted millimeter
measurements to the 1/16-inch measurements used in the jewelry business. Because the
newsletter complemented the activities of the reps and didn't threaten them, the reps were happy to
have the supplier actively helping in the sales process.

You may decide, however, that you can do better without reps. For example, a woolen mill in
western England faced a disastrous decline in its business, caused in part by softer, higher quality
imports. Instead of closing down, as many other woolen mills have done, it reversed its decline by
eliminating all of its reps and relying solely on one salesperson plus an innovative marketing
strategy. Part of this strategy consisted of inviting customers to visit the factory and to stay in a local
300-year-old inn. People loved the idea and came from as far away as Japan and Canada.

The owners of the mill introduced each customer to the women on the production line, allowing time
for informal interaction as well as in-depth discussion of the process of turning wool into fabric. The
customers found that the factory could create a far wider range of custom fabrics than they had
realized. Several customers who used the fabric in the upholstery business were able to redesign
some of the material to better fit their needs. And by changing some procedures, new markets were
created in the sporting goods field. This increase in business could not have happened had the mill
worked exclusively through middlepersons.

We believe this lesson is valuable to almost every business. Your customers, especially since they
are in business themselves, know what they need better than any rep (who is, after all, in the “rep”
business), and often better than you do.

Sometimes the problem of middlepersons is difficult to avoid. Frances Peavey published a book,
Heart Politics (New Society Press, 1985), about community organizing for social change. This is the
kind of book that rarely gets widely reviewed. In other words, book reviewers—the middlepersons of
the book world—weren't likely to be of much help if she simply mailed out review copies. Frances
circumvented this bottleneck by doing her own publicity and direct selling to churches and peace



groups. In addition, however, Frances also put some thought into how she could get the
middlepersons to pay attention to her product.

During the annual American Booksellers’ Association convention, which most major book reviewers
from all over the country and close to 20,000 book industry people attend, Frances got a part-time
job as a taxi driver. She kept her cab in front of the convention hall during the entire week of the
convention, making it a point to get into conversations with passengers about her books. A few of
these were reviewers, and many others knew reviewers and were so struck by the creativity of her
approach that they provided introductions. Frances met more than a dozen book reviewers,
representing major newspapers as well as a few key magazines. They all promised to review her
book. Most of them did.

Let's now look at each of the categories in more detail to help inspire you when you create your
own list of actions.

Direct Marketing Actions

Once you have a list of clients, suppliers, friends and prospects in front of you, you may feel the
urge to pick up the phone, send a note or visit each one to tell them more about your business. For
most businesses following that impulse would be a primitive and impractical form of direct
marketing. The task of this section is to get you to refine this idea so that you can contact the
people on your list to tell them about an event, action, product or service that they will welcome
hearing about.

Where appropriate, the most direct and effective marketing stimulus is to contact the persons on
your list by telephone or in person to inform them of some new offering. If your information is
genuinely useful, this approach is usually appreciated. An example is a fancy clothing boutique that
calls the people on its list to tell them about a luncheon fashion show.

Many businesspeople are understandably uncomfortable phoning or otherwise directly contacting
customers. They feel that if they offer a good service or product, people should appreciate them so
much that they will seek them out. Often too, there is the fear of being rejected. The reality, of
course, is that any business is only a small item in the busy life of its customers and can easily be
overlooked.

You can test this on a small scale for yourself; call ten of your customers and tell them about
something that is of benefit to them. Chances are they will be happy to hear from you and will tell
you so.

Sampling as a Direct Marketing Technique

If you offer a quality product or service, one of the best marketing strategies consists of offering a
potential customer a sample. We have all found samples of toothpaste, shampoo and soap in our
mailboxes. If the sample works to our satisfaction, we may well buy the product, even if this means
switching brands.

This sort of large-scale sample distribution can often be a very effective marketing tool, but it is
obviously way over the budget of the ordinary small businessperson. With a little imagination,
however, you can come up with smaller-scale, targeted sampling ideas to let people on your action
list know what you have to offer, and do it at a very reasonable cost. For example, we have a friend,
Clark Herz, who offers free foot massages at the county fair. Tired tootsies are soon rejuvenated,
and a whole new group of people are introduced to Clark's massage business.

Here are a few illustrations of how to creatively use sampling techniques at a modest cost:

«If you are in the landscaping business, offer to demonstrate how your new weed-whip can spiff up
a yard in short order as part of clean-up duty at a local church or community center.

*The retail food business is a natural for samples; it's wise to have small bits of food regularly
available for customers to nibble. To reach large numbers of new customers, regularly contribute
your special concoctions at community events. Bill's Farm Basket in Sebastopol, California, offers a
wide assortment of fruit, veggies and other goodies. This popular roadside market recently added a



deli, and as customers wait at the check-out counter they tempt them with hummus and crackers,
salsa and bread or whatever new item they have decided to add to their selection. And you don’t
have to feel shy about seconds and thirds; they encourage their customers to really enjoy their
products. No wonder Bill’s is a favorite roadside stand of Tom Peters, author of The Management
Expert.

*A catering business can invite its customers to drop by for a food tasting. It might offer five
variations on a dessert it is contemplating serving as part of its dinner menu and take a vote as to
customer preference. Presumably, if the desserts are good, a number of the people who attend will
call the caterer for future events and feel confident recommending it to friends.

«In Japan, department stores generally, and cosmetic sections always, include a small sample as a
gift for customers with each purchase. All sorts of small businesses can use this technique to
introduce customers to new products at relatively low cost. Indeed, if you can get the cooperation of
your suppliers (who, after all, are interested in increasing sales of their products), you may even be
able to provide your customers with small quantities of a new product at no cost to you.

*A tapestry weaver might send out a sample of a new “rough-knotty” yarn that he is incorporating in
new designs.

*An educational game and curriculum designer could send a quiz based on one of her new
products with the offer of a prize to anyone who answers it correctly.

*Welcome Wagon-type groups can be a good, relatively low-cost marketing tool to reach people
new to your area. Offering a free sample or introductory discount this way is appropriate if new
residents are particularly likely to need your product or service.

*America Online does mass mailings of free, easy-to-use software and offers free access time to
encourage potential customers to use its service.

Unfortunately, some businesspeople tend to dismiss sampling as a marketing tool because they
don't think it's sufficiently sophisticated. Consider the story of Estée Lauder, founder of the largest
family-owned cosmetics company in the world. When Lauder was starting her business in the
1930s, she stopped people on New York City streets and offered to make them up then and there.
She usually ended up selling them a jar of her face cream (which, incidentally, was made in a
converted stable by her Uncle John).

Picking the best sample from your business is often an act of creative inspiration. It requires
matching the customers’ interests with something you have to offer. Think about what aspect of
your business you can share with others at a reasonable cost that is likely to entice people to want
more. Converse Shoes, an athletic shoe manufacturer, for example, often provides “test” shoes in
popular running areas. It offers a one-hour “sample,” which is a great attention-getter and a real
service. What better way to see if a pair of shoes is right for you than to actually run in them? If you
like the Converse shoe, you get a discount coupon redeemable at local stores.

Giving Customers a Little Extra

Not so many years ago, when you purchased a dozen rolls or pastries at a bakery, you got one
free. In some places, smart bakeries still give their customers a baker’'s dozen. Similarly, See’s
Candy, an old-line West Coast firm that sells wonderful candy at a fair price, always gives a
purchaser a free piece of candy on the spot.

In both instances, the point is the same: a good customer gets a tangible thank you. Being
generous is a wonderful way to say “We appreciate your business. Please come back.”

Another form of giving a little extra is looking upon your business as part of a community. Every
business has a community, but in some businesses customers are encouraged to be part of that
community and feel almost part of an extended family. For example, nowadays coffee houses
abound. The reason why some of these establishments have an incredibly loyal clientele is that
customers trust the business for all of the reasons we have discussed in this book and they have
decided to “adopt” it. Customers proudly invite their friends as if they were inviting them into their
own kitchen and feel almost proprietary about the business.

A good example of business as extended family is Caffe Trieste, a flourishing business tucked
away on a corner in North Beach, the old Italian neighborhood of San Francisco. One thing that



sets it apart from other (often fancier) cafes in the neighborhood is its friendly, “family” atmosphere.
On Saturday afternoons Caffe Trieste is jammed with customers who come to hear some of the
regulars—friends and family of the owners—sing everything from Italian folk songs to Broadway
hits. Audience participation is encouraged, and it's more like going to a party than to a restaurant.

Giving a little extra to good customers can build customer trust very quickly. Everyone likes a good
deal, and many will pass on the good news to their friends. If you don’t run a retail business, you

may be saying “Sure, but this sort of technique won’t work for me.” Nonsense. Let's look at a few
examples:

*A lawyer who specializes in helping small businesses sends a letter to her network of clients and
friends saying that, in September, she plans to concentrate on incorporations because her new
computer program allows her to achieve substantial efficiencies by pre-programming the standard
(“boilerplate”) language. As part of “incorporation month,” she not only offers a free (or low-cost),
one-day seminar on the pros and cons of incorporating, but also reduces her normal incorporation
fee by $100 to pass along the savings a volume approach allows.

A plumber gives every customer a bottle of liquid drain cleaner as part of house calls.
*A shoemaker includes a sample size tin of shoe polish with every major repair job.
A one-hour film developer sells film to customers at a wholesale rate.

*A tire service sends customers a simple tool designed to measure tread wear, along with an
announcement of a sale on new tires.

*An accountant sends out an inexpensive financial record-keeping book to all his clients.

This list could be nearly endless. With a little creative thinking, every small businessperson can use
discounts, small gifts or extra services to make good customers feel appreciated. One good way
many businesses do this is through the use of punch cards or tickets allowing customers to get one
item free whenever they buy ten. We are very loyal to a video rental shop and a take-out pizza
place that do this, and one of our editors brags about a children’s shoe store that has the same
policy, but with the nice little twist that they also keep the records of purchases for you. And we
know a nice little Japanese restaurant in San Francisco that gives customers a Japanese coin good
for a free order of sake at the next visit.
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BUSINESS CARD OF GOMEN-TEI, A JAPANESE RESTAURANT IN SAN FRANCISCO.

Osmoasis, the enzyme bath and massage business mentioned in Chapter 7, gives a birthday card
that you present within 30 days of your birthday for you and your guests to receive 20% off all
treatments. And Pastorale, the retail store with a focus on natural fibers (also mentioned in Chapter
7) sends a card at Christmas to the approximately 13,000 people on its list inviting them to come in
for a free ornament. About 600 people bring in the card each year; the ornaments are of the highest
quality and have become a tradition in the community.

Of course, punch cards and coupons work better in some businesses than others, and are clearly
inappropriate in a fancy restaurant where people expect to pay well for exquisite food and service.
However, even in the most expensive gourmet restaurant where diners don’t worry about the



number of zeros on the bill, a little extra is appreciated. For example, a friend reports having a
dinner at Masa'’s, one of San Francisco’s loveliest and most expensive restaurants. This party was
hosted by another friend who was treating the entire group to celebrate his big promotion. The left
side of the menu contained a number of wonderful entrees as part of a complete dinner. As mouth-
watering as this list was, however, the “grass is always greener” phenomenon of human nature
inevitably caused some of the party to begin fantasizing about how scrumptious some of the a la
carte items on the other side of the menu were sure to be.

Finally, the host beckoned the waiter and asked if substitutions were allowed, fully expecting that
the answer would be no, as it usually is. Much to everyone’s surprise, the waiter said it was Masa’s
policy to offer its customers the best eating experience possible, and that almost anything on the
menu could be substituted for anything else. From then on, our friend reports the meal was a terrific
success, with one of everything ordered, bites shared, and everyone getting a taste of his or her
favorites. When the last bite was eaten, the last sip of wine drunk and the bill paid, everyone felt
that they had been treated wonderfully.

One of the most ingenious of all fair price techniques we have encountered comes from Tokyo
Hands, a store in Tokyo that sells hobbies, crafts, arts, gardening tools, auto supplies and office
and bathroom goods, each on a separate floor. A customer who buys office supplies on the fifth
floor is given a 20% discount coupon good for that day for any art supplies on the third floor. If he
takes advantage of the offer, he is given another discount coupon good that day in a related
department. In short, each department gives a discount coupon for another department that a
person who patronized the first would likely be interested in.

Of course, one reason why this is such a brilliant marketing idea is that the customer is already in
the store. Money spent to encourage customers to buy more when they are already on the
premises is, of course, far more cost-effective than is money spent to get them there in the first
place.

Incidentally, use of this sort of discount coupon technique need not be limited to stores with many
departments. Any group of retail businesses located in a relatively small area which appeal to
similar types of customers can use it effectively. For example, a plant nursery might give its
customers a 20% discount coupon good that day at a neighboring lawn furniture store, and vice
versa. And the same principle, with perhaps a little extension of the time factor, can be used by
service businesses, as would be the case if a tax accountant referred his clients to a reliable
computerized bookkeeping service that offered them a slightly discounted hourly rate.

Product Demonstrations as a Direct Marketing Technique

Product demonstrations can make the difference between success and failure for many small
businesses. For some, this marketing technique offers the only cost-effective way to make people
aware of what they have to offer. Here are a few examples of successful demonstrations:

*An interior decorator, Tony Torrice, invited his list of builders, architects and developers to a house
where he had just installed a specially equipped bathroom for a handicapped client. No amount of
words (whether in the form of an article or even a direct conversation) could have demonstrated the
unique features of this room as well as seeing it first-hand.

*A contractor had a wine-tasting event at an office where he had designed a skylight in conjunction
with mirrors to bring light to a particularly dark area of the room. Actually experiencing the space
allowed many of the people present to see how this kind of skylight could improve their living and
working spaces.



A rug manufacturer invited his customers to observe one of his master weavers at work on a huge
loom so people could gain an insight into the rug-making process. He also displayed his finished
rugs.

*The late Kaisek Wong, a woman'’s clothing designer, had two models wearing his stunning clothes
accompany him to nearly every party, dinner and opening to which he was invited. Most people
loved to invite him, especially the circle of women who bought his clothing.

*A foreign language school sent its alumni, donor and prospect list a one-page flyer of common
phrases for a dozen different languages and offered a free 15-minute telephone lesson to
accompany it.

Classes as a Direct Marketing Technique

It's often hard to remember that many products and services that are commonplace for us are
complete novelties to others. The media lets us know a little about many new developments but
rarely teaches us enough to make us willing to break old patterns and make new products part of
our lives. For example, TV may tell you about the latest camcorder, but it won't teach you how to
operate all the settings on one. Most people learn through classes offered free when they purchase
their cameras. Stores that don'’t provide these instruction classes are missing an obvious marketing
technique.

Because business benefits from selling all sorts of new product developments, our society leaves
much of the job of educating consumers up to these businesses. Businesses that do a good job at
education sell more. Here are some examples of how businesses can use classes to enhance their
marketing efforts.

A weight-lifting gym offers introductory instruction to its customers.
*A women'’s clothing store offers color analysis and wardrobe design classes for its clientele.
«An outdoor equipment store offers to teach people how to use the equipment it sells.

A word processing firm teaches its techniques for high-speed mailing list input and for doing
statistical tables.

*A learning disability school teaches parents and grandparents of students about recent
developments in this rapidly changing field.

*A locksmith teaches businesspersons the elements that go into creating a tight security system.

Fireplace manufacturers have a special opportunity to teach classes to architects and decorators
on the mathematical calculations necessary to design a fireplace that works.

In addition, classes are a particularly effective marketing technique for service providers such as
lawyers, accountants, doctors, designers and all sorts of consultants to keep their clients up to date
on new developments in their fields.

Should you charge for these classes? It's a tough question. Banks often offer free classes for their
target clients, such as medium-size businesses. One of our favorite local banks hosts a free
breakfast meeting twice a year for their business customers and invites a knowledgeable speaker
to talk to the group for an hour. Free also seems to be the rule when it comes to classes and



lectures taught by large accounting firms and pharmaceutical companies, where prices are
comparable from company to company, and mark-ups are high. In many small business situations,
however, modest fees—often below the cost of providing the class—are prevalent and accepted.

We have found that the key to classes is not how much you charge, but how much real value they
provide your customers. For example, if you run a woodworking or interior decorating business and
offer classes (free or not) that are little more than a sales pitch, the classes will not be well-received
and may even generate negative comments about your business. A far better approach is to charge
a modest fee for classes that provide excellent information and training and hardly mention the
services or products your business provides. If your classes are good, people will demand to know
more about your business. When they do, offer them a small discount and you will have created a
very satisfied customer.

This technique is followed by Bernard Kamaroff, author of the best-selling small business
guidebook Small Time Operator (Bell Springs, 1996). Bernard (Bear to his friends) schedules
classes and workshops for small businesspersons, sometimes under his own auspices and
sometimes through existing educational programs such as local college extension programs. As
part of the course, he distributes his book to the students so that they can refer to various charts
and other information as he goes along. He asks only that the books be handled carefully and
returned at the end of the lecture.

Because our friend Bear’s class is so good, one or more students always inquire if they can
purchase the book. When the class learns that not only can they buy the book, but that they get a
10% discount if they do, as many as 75% purchase it, and most ask to have their copies
autographed.

Follow-Up as a Direct Marketing Technique

One of the gut responses of a businessperson with good marketing skills is to follow up with
important customers to find out how things worked out. The simplest way to do this is to call and
ask customers if they are happy with the product or service they received. Some people new to
business are reluctant to ask either because they are afraid of the answer or feel shy. But if you
don’t ask you will never know—and, as we discussed earlier, an unhappy customer probably won't
tell you but will tell his or her friends. Usually a customer with a small complaint will be delighted for
the opportunity to tell you and will remain a loyal customer.

You should follow up if at all possible, especially following a marketing event. The questions you
want answered are:

Did your customer like your goods or services?
+Did it meet her expectations?
*Is there anything you can do now to increase your customer’s satisfaction?

There are many ways to follow up in addition or instead of calling. We suggest a few here, but you
will, of course, want to use your own creativity to find an approach that is appropriate for your
business:

*A friend who manufactures handmade chairs sends a letter to customers inquiring about their
satisfaction with his product. He also recommends a special, hard-to-get finishing oil he uses and
offers to sell it to the customers at a substantial discount.

*A knife manufacturer offers a free sharpening training session to clients.

*An illumination consultant comes by a few weeks after a lighting job is completed to see if any
slight adjustments might be helpful.

*A humane society worker calls a week after a pet is adopted to see if there are any unexpected
problems.

*A computer-based information retrieval service calls a day after a requested research report is
sent to the client to see if additional material needs to be generated.

This is your chance to be your own business consultant and design your own direct marketing plan.



These worksheets are very important. Use every creative technique you know of to write down your
ideas. Eat chocolate if that will help, stand on your head if that works for you, have a brainstorming
session with your associates, go running, take a vacation—whatever it takes—do it!

Parallel Marketing Actions

In addition to direct marketing, your marketing action plan should include parallel marketing
techniques. Parallel marketing is aimed at promoting your business area in general, not just your
business. Think of products and services closely related to yours or which are in some way
complementary, that you wholeheartedly recommend. By telling your customers about these
products or services, you provide a valuable service at the same time you give them a better
perspective about your business. It is a strong form of teaching—subtle, clear and participatory. By
helping your customers, you make it far more likely that they will make positive personal
recommendations about your business.

Moon Travel Handbooks in Chico, California, sells state-by-state travel guides for popular tourist
and camping destinations. Its marketing is largely parallel in the form of a quarterly newsletter with
articles written by travel experts and a Web site (www.moon.com/catalog/catalog:html). One issue
contained articles on wineries in Texas, fashions in Montana and how to avoid or treat questionable
drinking water by a Ph.D. in International Health. On the Web site are great links to travel resources
and some of the best online information that we have seen about staying healthy in other

countries .

A different approach to parallel marketing is provided by the Stanford University Business School,
which occasionally makes available guest lecturers for alumni in major cities around the country.
This is, of course, a very traditional marketing approach. Stanford is marketing itself to its alumni, to
whom it will surely appeal for contributions at one time or another. But it's important to understand
that there is no direct pitch at the lectures, which provide alumni with a service at the same time
that Stanford’s value as an educational institution is underlined.

It is helpful, in developing your list of parallel marketing actions, to make distinctions between
sampling, demonstrations and classes if only to stimulate your imagination to generate more ideas.

Designing Direct Marketing Events

Samples: (items or reference guides your customers would find useful)

Demonstrations:

Classes: (re-examine your business definition in Chapter 7 to broaden the range of topics your
customers and prospects are interested in)
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Follow- (what related product or service delivered by mail, phone, questionnaire or visit
Ups: could make your past and present customers more satisfied with your work?

Samples and Offers as Parallel Marketing

Here are some examples of parallel marketing techniques using samples and special offers:

*A Texas dentist sends out toothbrushes for patients to use without water or toothpaste while
driving.

A lawyer with a new practice sends his small business clients a copy of a booklet explaining
partnership laws.

*The partners in an events organizing company alert all their clients and prospects to a wine-tasting
at a local vineyard.

*A Spanish restaurant has regular drawings among customer entries for tickets to local flamenco
dance performances.

*A stable that boards and rents horses sends out flyers to the people on its mailing list describing a
non-toxic fly control system offered by a local company.

A small publisher producing books for craftspeople includes materials in its mailings describing
useful books and resources published by other companies.

*A florist gives a customer who buys cut flowers a sample package of a substance that extends the
life of the flowers.

Each of these parallel marketing efforts provides useful information for customers that adds to their
general expertise in the field. The dentist who sends out toothbrushes is clearly broadening the
knowledge of his patients. They learn that using a dry toothbrush is good for the gums and can be
done while driving to work, a significant departure from the “brush after every meal” advice which
they probably disregard as too inconvenient.

The partnership booklet gives the lawyer’s customers, in a convenient form, a better perspective on
the legal issues involved in their business organization. This booklet is also a way to alert them to
many issues (for example, what happens to the partnership if one partner becomes disabled) that
they might never have recognized as concerns for which they might want to consult a lawyer.

Similarly, by inviting people to a wine tasting, the event’s organizers are able to contact potential
customers in a way that is far more effective than the standard approach of sending them a fancy
brochure in the mail.

The publisher is being particularly creative by recommending books published by someone else in
a related field. By doing this, the publisher is saying, “I am willing to take your interests seriously.”

Demonstrations as Parallel Marketing

Demonstrations are among the more interesting parallel marketing events a business can offer. The
color and flair they add to a business is often beneficial in itself. People, including your employees,
like businesses with vitality. And of course, customers respond positively to demonstrations that
provide them real value.



Depending on your particular business, it's usually worth exploring a wide range of demonstration
techniques. But always remember the two key rules to a successful demonstration:

*Make your demonstrations fun, and

*Give real value.

Here are some examples of demonstrations that work as parallel marketing techniques:

A white-water river rafting company holds a demonstration of ocean kayaking at a local beach.

*A wind generator manufacturer sponsors a one-day show displaying the most recent battery
storage systems.

*A sports club invites someone who restrings racquets to demonstrate his technique in the lobby.

*A hair salon in Copenhagen offers its customers smocks to wear during their visit that are hand
designed by a neighboring clothing designer.

A community foundation in Portland, Oregon, puts on a fair to which it invites all the local
accountants, lawyers and management consultants who offer special services to nonprofit
organizations.

In some businesses, a demonstration is much the same as a sample or a class. The ocean
kayaking business is an example. It normally takes a beginner about three hours of instruction to
feel confident paddling alone. When Sea Trek of Sausalito, California, was a relatively new
business in a new field, to entice potential customers into giving kayaking a try it offered one-and-a-
half-hour “samplers” at a nominal fee. This demo time was credited toward the minimum three
hours of instruction required before customers could rent a kayak. After the first hour, most people
were eager to sign up for the remaining two hours of low-cost introductory class. Many people who
completed the course became enthusiasts who rented or bought kayaks from Sea Trek. In addition,
Sea Trek also invited people in the media to try out kayaking. If they liked their experience (which
they all did) they would of course write an enthusiastic article or give them television coverage. Sea
Trek did an excellent job of offering demonstrations as well as educating customers. It no longer
offers demonstrations, as the business has become extremely popular. Sea Trek helped educate
customers to the point where kayaking is now on the cover of major magazines and is often
recommended as a way to relieve stress.

The concept underlying parallel marketing is especially clear in the case of classes. The benefits to
the business owner are twofold. First, classes increase the level of expertise of valued customers,

who in turn are better able and more confident in making personal referrals to their friends. Second,
they help customers better appreciate the subtleties and nuances that make your business unique.

Here are some examples of classes as a parallel marketing technique:

*A consulting firm in the field of policy analysis sponsors a class in a specialized area of agriculture
where policy analysis had been effectively used.

*A sailboat sales company sends its customers free coupons for a course in boat racing.

*A grocery store invites a produce grower to give brief talks explaining how best to determine when
certain types of fruit are ripe.

*A prepaid health plan offers regular classes by outsiders to patients on dozens on health issues
from “Pediatric Emergencies” to “Oh, My Aching Back.”

Follow-Up as Parallel Marketing

Follow-up as a parallel marketing method takes a little extra thought. In direct marketing follow-up,
you check on how the customer has reacted to your product or service; in parallel marketing, you
keep him up to date on an issue that is related to your business. This allows you to demonstrate
your genuine concern about your customers’ needs. Parallel follow-up marketing can be as
personal as a dry cleaner asking a customer, who had an elegant opera costume cleaned, how his
opera performance went.



Nolo Press, which specializes in self-help law and business books, also publishes the Nolo News, a
guarterly newspaper which discusses changes in the law that have implications for its customers.
What makes the Nolo News an example of parallel rather than direct marketing is its extensive
references to books and articles published by others and its inclusion of a broad range of legal
commentaries far beyond the subject range of Nolo’s own publications. This approach is not
dissimilar to that taken years ago by National Geographic and Science magazines, both of which
started out as newsletters for their clients and members but gained a broader vision as they
expanded.

By this point, you are probably convinced that a well-planned and thought-out parallel marketing
action or event can help you establish extra credibility in your field. When you play the role of an
expert broker of related activities, your customers and potential customers see you as creative,
competent and caring.

When you fill out the worksheet below, try to think of at least five parallel marketing events and
actions for each category.

Designing Parallel Marketing Events

Samples: (items or reference guides your customers would find useful) Demonstrations:

Classes: (re-examine your business definition in Chapter 7 to broaden the range of topics your
customers and prospects are interested in)

Follow-Ups: (what related product or service delivered by mail, phone, questionnaire or visit
could make your past and present customers more satisfied with your work?



Peer-Based Marketing Actions

One of the most important things proprietors of small businesses can do is get together, informally
and regularly, with peers. It not only provides a great source of both moral support and tangible
assistance, but is also a superior way to tell people who can refer customers to you about your
business. Paul Terry, a small-business consultant, has a number of peers who he takes to
breakfast or lunch on a regular basis to stay in touch and to make sure that they know what
direction his business is taking. Paul understands that these business friends are an important part
of his referral base.

If you are a graphic designer, for example, with a new business, you need to meet others working in
your field, especially those with established businesses, to tell them who you are and where you
work. If they get overloaded, you want them to know exactly how to refer people to you. In the real
estate business it is common practice to visit multiple listing homes with other real estate agents.
This caravanning is usually done once a week and enables agents in an area to keep in contact.

The essence of peer-based marketing is for you to understand your role as part of a group of peers
in your field and to make effective use of it. All of us have unique contributions to make. Just as one
doctor, say an internist, can make use of a surgeon when the case calls for surgery, so you can
help and get help from others in your field.

It is often surprising to find that friends and peers we know well through business and consider just
ordinary folks are admired or even held in awe by others. Think about peers whom you know well
who qualify as special in your community. Don’t be afraid to define the concept of community
creatively. For example, if you run a motorcycle shop and are friendly with several dirt bike racing
champs, these people should top your list. They may not be well-known at the local Presbyterian
church, but they are important in the community that you care about.

The key to peer-based marketing is having these well-known people participate constructively in
your business. If you can do this, you will reinforce all of the elements of trust we have discussed in
this book and, as a result, stimulate personal recommendations. Often your friends will be happy to
help you, whether or not there is some possibility that they will benefit as a result of their
participation. However, on occasion, it is appropriate to pay an honorarium or otherwise
compensate friends if their participation will involve considerable time or trouble, or if that is how
they make their living. Always remember that while you may wish to use your friendship network to
help your customers, you don’t want to make unfair demands on others.

Inviting your respected friends to receptions, coffee events, demonstrations, brief classes, book
signings and other events can be the grounds for a whole array of marketing events which need
only be tangential to the business. For example, we know of events where:

*The author of a well-known personal finance book attended a “Getting Thin” class reception.
*Several football stars attended a church bazaar to raise funds for the church’s athletic programs.

*A business consultant for graphic designers invited a famous architect to an after-dinner reception
for her clients.

A lawyer who specializes in immigration law invited clients and friends to an office reception for the
Governor-General of Hong Kong.

*A massage table manufacturer hosted a late afternoon reception for the factory employees,
suppliers and retailers in the area, with a well-known sports doctor as the guest.

*A scuba diving store and school invited a marine biologist friend to brief its class at dive sites.

A commercial insurance broker with a good consumer advocacy reputation had a reception for his
friends and clients to meet Ralph Nader before a talk Nader gave.

*A Japanese advertising firm invited many of its client representatives to meet and hear a brief
private talk by an American marketing expert on the subject of Silicon Valley electronics firms.



Profile: Fritz Maytag

It was a perfect, beautiful day in July, and we had taken a walk around the neighborhood to settle
our lunch. We returned to the office full of energy. There working at the computer with our friend
Wayne was an honest-to-God hero—Fritz Maytag.

Fritz is a successful entrepreneur who heads the York Creek Vineyards, which produces some of
the world’s finest grapes, as well as the family cheese company and the renowned Anchor Steam
Brewery.

In 1969, when Fritz bought the brewery, it was near bankruptcy. He improved the product rapidly,
using only the best ingredients. He created nostalgic old-fashioned bottle labels and beautiful hand-
painted delivery trucks. The company, considered one of the finest beer-makers in America by
gourmets and drinkers alike, does not advertise. Instead of costly ads, Maytag uses ten master
distributors.

In the June 30, 1985, issue of the San Francisco Examiner is Jim Wood's fascinating interview with
Fritz Maytag. We have excerpted, with the newspaper’s kind permission, his philosophy and
strategies regarding marketing.

“Like so many liberal art students, young people interested in philosophy and ideas and religion and
all that stuff, | had thought that business was dumb and ugly and dishonest and just a lot of money-
grubbing people running around fooling each other and talking people into buying their dumb
products. That may be one reason I've never advertised very much. | always felt that if they came
and bought it on its own right that | would feel better.

“I just sort of had a natural instinct for a way to market the beer, which was first to make a wonderful
beer that we were sure was just superb and well-made, with a true story. | used to say | wanted a
beer that would please people here (pointing) on the taste buds, but also up here in the head, you
know. | felt instinctively that the way to market it was slowly and gently, and let it trickle around to
get some word of mouth going, tell our story to as many people as we possibly could, show them
the brewery. Not to advertise . . .. | felt that we would stand out by not doing that . . ..

“What we did was we opened the brewery night and day to anyone who would come and look. We
had art exhibits. We had sculpture exhibits, where we turned the whole brewery over to a
remarkable man, Ron Boise, who was notorious, well infamous, for having done a little thing called
a “Kama Sutra” series in copper. (Lawrence) Ferlinghetti exhibited it, and the police came down.

“Anyway, we weren't dumb. We turned the whole brewery over to him and we put this huge
sculpture of a naked man and woman up on the roof where you could see it from the freeway. We
made the front page of the Chronicle and the Examiner. The District Attorney, or whoever it was,
called up and said ‘Hello, is this the Anchor Brewery?’ ‘Yes,’ | said. They said, ‘We want to know
about that sculpture on the roof.’ | said, ‘What do you want to know about it?’ ‘We want to know
whether it is obscene or not.’ | said ‘No, it's not obscene.’ He said, ‘Oh. Thank you.” And he hung

up.

“We had a balloon ascension on Fisherman’s Wharf in 1966, before hot air balloons had even been
heard of, and we made the paper again. The point being—Anchor Steam Beer was here. We were
local, we were continuing and we did our packaging, labels and things, trucks, all those things, we
did with as much care and sort of flair for expressing our attitude toward the beer as we possibly
could. We purposely (made) them sort of naive and sincere. We put a long story on the neck label. |
always said, even if people don't read it, they’ll get the message there is a long story here and
someday they will read it.”

Before you turn to Chapter 13 and begin to design your marketing plan, we would like to tell you
about Book Passage in Corte Madera, California, which is one of our favorite independent
booksellers. At a time when many independents are going out of business, it appears to be thriving.
Here is a sampling of some of its superb marketing, which demonstrates how one business
incorporates direct, peer-based and parallel into its marketing mix. Book Passages offers excellent
news and reviews in both hard copy and on its Web page (www.bookpassage.com). It has over 50
knowledgeable booksellers to help you, along with a “passion and exuberance for books and
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writers.” This commitment to writers and readers shows in the 200 or so author events the
bookstore hosts every year in addition to its classes, book groups and conferences.

When the Summer Olympics were held in Atlanta, Book Passages offered selected titles for
Olympics watchers that could be purchased online. It holds benefits, such as a sale of used books
for the Hospice of Marin. Customers can even rent popular new titles for $1 a day with full credit
towards purchase.



