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The 90% Rule synopsis: Opportunities grow
businesses. Knowing which ones to capitalize on is what drives
business success. In this milestone book, Tencer and Cardoso have
integrated three fundamental principles of good business –
leverage, process and entrepreneurial thinking into a pragmatic and
powerful approach to business development. Years of hands-on
research has shown them that the greatest opportunities lie in
focusing on those that you are already 90% capable of. Full of
captivating company examples and practical advice, this vital new
resource shows you how to turn your opportunities into action. The
90% Rule is a practical, step-by-step action plan that lets
companies tap in to their unique strengths and potential. It gives
CEOs and their teams the requisite process to crystallize a growth
strategy and then the tactics to implement it. Are you ready to
turn your opportunities into action? Your competitors are.

 


 


 


 


“These guys really know how to drill down to
what matters.

It’s a great process to follow.”

– Beverly Topping, President and
CEO

of the Institute of Corporate Directors.
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Preface

By Rick Spence

President, Canadian Entrepreneur
Communications, National Entrepreneurship Columnist, National Post,
Former editor and publisher, PROFIT Magazine

 


****************

 


It's the toughest challenge in business: to
come up with consistent innovations that allow you to keep pace
with (or preferably anticipate) your customers' changing needs. And
to do so without breaking the bank, or putting the company at risk
by galloping in many directions at once.

 


In my years as editor of PROFIT, The
Magazine for Canadian Entrepreneurs, I saw a few companies that
pulled off this kind of ongoing innovation—and many more that
failed. Research In Motion, Gap Adventures, McCain Foods, Cirque du
Soleil, Spin Master Ltd. and yes, Google, are some of the
celebrated companies that have solved the problem of what I called
"strategic diversification" growing on multiple fronts, through
continuing product and service innovation, with minimal deviations
from the core strategy. These are companies that don't bet it all
on one "big win" but on lots of little wins instead.

 


From personal pager to always-on email device
(RIM). From one show in Montreal to 20 around the world—including
seven in Vegas alone (Cirque). From french fries to frozen pizza to
dim sum (McCain). Winning companies take what they know and
leverage that knowledge to challenge new markets—building on
strength rather than random chance.

 


The essence of strategic diversification is
to venture into the unknown—but only a little way. A safe distance
into the dark, flashlight (and spare battery) in hand. Never to get
in so deep that you endanger what you've already accomplished. And
never to go so far that you can't find your way back. Sounds simple
but it's really not. Because you're asking entrepreneurs to pursue
their dreams—systematically; with patience and discipline. It's
like telling your teenager to be home by nine-thirty.

 


In this book, the strategists of Spyder Works
draw on their skills and years of client experience to create a
step-by-step guide to strategic diversification based on what Ken
Tencer and John Paulo Cardoso call The 90% Rule™. I believe
their dynamic but doable approach can revolutionize business by
taking the pain, uncertainty and risk out of expansion. Drawing on
examples from their own business, from clients and from global
market leaders such as Gap Adventures, Apple and Pepsi, they have
synthesized successful growth strategies in to a series of
practical exercises that will help businesses understand their
strengths, sort good opportunities from bad and leap boldly (but
never rashly) into new markets.

 


Again, some of this sounds much easier to do
than it is. For one thing, Ken and John insist that companies need
to understand who they are and what they do best before moving into
new products and markets. Few stick to this. I have interviewed a
few thousand companies and CEOs in more than 25 years as a business
journalist, and in my experience, few organizations do this because
they really don't understand their core competencies—the unique
combination of assets, intelligence and talent that provide their
competitive advantage. If you don't know what you do best, how can
you possibly decide what is best to do next? And therein lies the
reason so many new products and growth strategies fail.

 


You need to give your business every chance
to succeed. After all, success is hard. Winning once doesn't mean
you can do it again. In fact, it may be setting you up for future
failure. Only rigorous self-examination and systematic market
analysis can reliably bring you to victory, and even then, frankly,
your chances are 50-50 at best. Business is a complex beast,
markets are always in motion and success can never be guaranteed
(cue the Apple Newton).

 


And yet, opportunity abounds. The world has
never been so hungry for new products and services or in greater
need of innovative solutions. The growing niches of consumers
demanding more and better products, a time-starved middle class
demanding more personal and timely services, emerging middle and
upper-class populations around the globe, and business markets
facing increasing competition and growing technological challenges
all define marketplaces that are robust, motivated and needful of
the new. The rewards are there for innovative entrepreneurs and
organizations who figure out how to tap these new markets with
minimal risk.

 


Whether you work for a small business or a
multinational corporation, you and your colleagues need a jolt of
entrepreneurial thinking. And that doesn't mean running around
chasing every shiny object you see. At its best, entrepreneurial
thinking entails two parts: First, being aware of all the
opportunities around you; and secondly, remaining committed to
exploring these opportunities in a focused, disciplined way—never
venturing too far into the unknown. It's akin to the old adage that
the best entrepreneurs aren't risk-takers: they're risk-avoiders.
If they're going to put their own money and personal reputations on
the line, they had better do so with care and caution, soberly
setting their objectives, painstakingly researching the markets,
and double-checking their tactics. Entrepreneurial thinking is
about doing the very best job you can with what you have and not
accepting those limited resources as a licence to practice the
cowboy capitalism of "ready, fire, aim."

 


As Ken and John say; it's about evolution,
not revolution.

 


In this book, your authors clearly explain
what entrepreneurial thinking means. Know what you're good at.
Learn how to communicate that strategic message clearly and
consistently, to make sure everyone on the team understands where
they're going. Build strong, intimate relationships with your
customers; know their needs as well as you do your own. Cultivate
innovative thinking that emphasizes how you can help your customers
satisfy those needs, now and in the future. Map and compare
competing opportunities and then reinvent your business to serve
the most promising "contiguous" niches. Involve your key team
members throughout this process and create metrics that will engage
them and make sure the work gets done according to the pace you
set. All these steps are in this book.

 


Here's how to make the most of it: Read
through the book quickly getting to the end as soon as you can, so
you understand the process it encompasses and the results that can
accrue. Won't take you long. Then go through it again, more
carefully this time, making sure that you and your team actually
carry out the exercises that you judge most valuable. This is not
just a book to be read: it is a toolkit, with information and
insights you need to share directly with your team and directions
for you and your colleagues to follow.



Don't begrudge the time it takes to do these
exercises and think things out as prescribed: this kind of creative
collaboration is the foundation of business success. The advice in
this book outlines a series of "best practices" that can't help but
result in a smarter, more focused customer-facing organization. All
this work is an essential investment in future success, not just
another distraction from the day-to-day routine.

 


The ideas and processes described in this
book are strategic differentiators that will help you stand out in
your industry and grow with the most promising niches in your
market. But only if you lift them off the printed page and set them
free throughout your organization to influence the way you think,
speak, plan and do business.

 


I have spent a lot of time exploring what may
be the entrepreneur's biggest weakness: the reluctance to actually
do the work they know needs to be done. Given their choice, some
would rather clean out the office toilet than revise their business
plan. Others would rather fiddle with product specs or sales
commissions rather than launch a series of staff-customer
consultations to find out exactly what their clients think of them
and where they are headed next. Of course, most of us would rather
do the things that are easy than things that are hard. This
"entrepreneurial inertia" dooms organizations to subpar
performance. So use your competitors' inertia to your own
advantage. Be the one reader in 100 that actually asks the
questions suggested in this book, works through these exercises and
discovers the powerful strategic insights that are waiting for you.
Embody the change you wish to see.

 


Success is more than luck or timing. Success
is a disciplined approach to creating results. With a methodology
such as The 90% Rule™, you can now shift the odds in your
favor.

 


You deserve no less. Go for it!

 


 


Rick Spence
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Part One

Creating a context for
the 90% Rule™

 


****************

 



Chapter 1

Forward

 


****************

 


 


I found a way.

Entrepreneur's credo

 


No, I didn't spell foreword wrong. This isn't
a preface, you've already read that. This is a direction and a
directive—a call to action—for those who want to get more out of
their business. More growth for less financial investment. In a
word: leverage.

 


If you are one of those people who get out of
bed every morning to make a difference, then your entrepreneurial
spirit and thinking are alive and well. And if your energy is
rooted in audacity, you're ahead of the game. To some, audacity may
be a negative concept, associated with an attitude or edge, but the
real definition centers on the willingness to challenge
assumptions and conventions. Without audacity and an
entrepreneurial mindset, we'd be short many of today's
taken-for-granted conveniences, such as the printing press, boats,
trains, cars, planes, phones, radios, computers, BlackBerries,
iPods, FedEx, Google, Twitter, etc.

 


Let me be clear, this book is not intended to
make everyone an entrepreneur. This book tells you how to use
entrepreneurial thinking, attitude and action to leverage the
assets you already have. Because at the core of the 90% Rule
is entrepreneurial thinking, which steadfastly believes that there
is never a shortage of opportunities, only a perceived shortage of
resources to capitalize on them. Problem is, there are two all too
common challenges:

 


• First, companies have limited capital
available so there is always a lack of resources (time, people,
money) to develop the best opportunities. And too many people see
that as a roadblock instead of a call to action.

• Secondly, many companies chase
opportunities on a tactical basis, rather than strategically
because they have not defined the broader context in which they are
making decisions.

 


The 90% Rule™ allows you to
successfully overcome these common impediments by addressing five
fundamentals:

 


1. Gain maximum leverage with the
assets you already have

2. Understand your core business from
a visionary level

3. Identify and profile your most
lucrative target markets

4. Develop logical, next-step projects
that are actionable and measurable—and in keeping with your
vision and strategy

5. Make innovation a front-burner
issue so that you are always a step ahead of your competitors and
the market.

 


Entrepreneurs are simply those
who understand that there is little difference between obstacle and
opportunity and are able to turn both to their
advantage.

Victor Kiam, former CEO, Remington
Corporation

 


Entrepreneurial thinking: Achieving more
with less

Let me first mention two common examples that
are the antithesis of entrepreneurial thinking. For years I've
heard "news" stories where a CEO announces that his or her company
will shed non-core assets and focus on doing what it does best. I
would ask, "Why did you get away from your core business in the
first place?" A good entrepreneur never loses sight of this.
Secondly, too often I have heard traditional consultants go into
successful, profitable companies and tell them what's wrong
with the business instead of building on what's right. It
makes no sense to me and is not the way an entrepreneurial mind
works.

 


Entrepreneurs have always fascinated me. I've
studied them for years in order to better understand how they
think. The great ones, from Gutenberg to Ford to Branson have a
knack for seeing the big opportunities and finding a way to make
them happen no matter what the odds. This is the essence of
entrepreneurial thinking.

 


I believe that entrepreneurial thinking is at
the root of all successful change, innovation and growth. And the
good news is that everyone can cultivate their own entrepreneurial
thinking to help change their business and improve their
professional and personal growth.

 


By entrepreneurial thinking I mean the
ability to envision and think about opportunities at many different
levels; to see both the big picture and the relevant details within
the big picture; to act on those details in the most innovative way
possible; and to do it with limited resources. Entrepreneurial
thinking is creative, innovative and resourceful thought, anchored
in the power of leverage, in order to get the most out of the
resources you already have—the 90% Rule™.

 


The 90% Rule focuses on expanding the
individual and collective capacity for entrepreneurial thinking in
order to accelerate innovation and growth. It is an organizing
principle designed around a process that cultivates the inherent
entrepreneurial thinking in an organization in order to convert its
best opportunities into innovative new action and leverage core
assets into sustainable growth.

 


Our seminars and this book—and all our
thinking and action—are instilled with the spirit of
entrepreneurial thinking because that is the driving force behind
any successful business (regardless of size). Most importantly,
entrepreneurial thinking fuels passion, will, innovation, and an
organization's most fundamental tool, leverage. But the thinking
alone is not enough; it needs a means to reach its end, a way of
converting its power into actionable, measurable, profitable
opportunities.

 


Three "how tos"

One of the objectives of this book is to help
you continuously improve your business by imbedding three
things:

 


1) How to foster continuous innovation
and growth through the doctrine of entrepreneurial
thinking—"innovation against all odds"—by leveraging intellectual
and customer capital, continually generating ideas and
opportunities and executing it all without bundles of additional
money.

 


2) How to develop a disciplined
process that builds on and reinforces, the best in your
organization, people, products and services. And through the
principles of entrepreneurial thinking, elevates everything to new
levels.

 


3) How to install and implement a
systematic and iterative process that pursues opportunities that
you are already 90% capable of achieving.

 


Six applications of The
90% Rule™

There are many different types of
organizations that can benefit from the application of the 90%
Rule and I have indicated below a half-dozen general
categories.

 


1. Focus a new management team (or re-focus
an existing one):

When an organization needs a cohesive new
focus around a new management team and/or new initiatives, the
90% Rule uncovers and then shines a spotlight on the highest
potential opportunities.

 


2. Preparing for a funding initiative:

When funding is needed, the 90% Rule
can help you to identify the critical strategic and tactical
elements and the requisite leverage that a lender is looking
for.

 


3. Family business in transition:

When a family business is transitioning to
the next generation, the 90% Rule can help families keep the
business goals and overall vision in focus-and detrimental change
to a minimum.

 


4. Sales have hit a plateau:

When organizational culture and brands are
stagnated and need new insights and greater innovation, the 90%
Rule can lead you to some very high-value returns.

 


5. More opportunities than resources:

When there are more opportunities to pursue
than resources to support them, the 90% Rule helps
prioritize and manage resource allocation.

 


6. Shifts in markets and customer needs:

When markets are shifting or customers' needs
and wants are experiencing incessant change, the 90% Rule
can help you identify and prioritize the best opportunities on an
ongoing basis.

 


Whether or not your organization's challenges
fall neatly into one of the above categories, I can assure you that
the 90% Rule applies in almost every situation because it is
rooted in the fundamental principle of leverage. Keep in mind, one
of its strengths is based on the fact that you are already 90% of
the way there.

 


The entrepreneur is the most important
player in the building of the global economy. So much so that big
companies are decentralizing and reconstituting themselves as
networks of entrepreneurs.

John Naisbitt, author Global Paradox and
Megatrends

 


Apple: Entrepreneurial thinking at its
best

It may be the world's most successful
turnaround. By the late 1990's, Apple Computer was swimming in a
sea of red ink, its glory days as a disruptive innovator in the
personal computer industry now long behind it. Microsoft's Windows
programs had appropriated the graphical, easy-to-use operating
system that had made Apple's Macintosh so popular among artists,
designers and engineers. Microsoft's unmatched distribution power
was slowly crushing Apple's innovation edge.

 


Apple's co-founder, Steve Jobs, had returned
to the company after a decade away, receiving a rare second chance
to work his design magic. While Jobs introduced such innovations as
the rounded, one-piece iMac computer (processor and monitor in one
desktop unit!), Apple continued to lose market share.

 


But Jobs, who had also dabbled in computer
animation after investing in Pixar (producer of Toy Story)
during his years away from Apple, had another plan up his sleeve.
Apple didn't have to confine its high-end design skills and
usability expertise to the PC market. Technology was now
transforming consumer culture—not just in animation, but now
particularly in music, where convergence of computer and
communications technology had suddenly created a huge market for
portable music (and illegal copying of songs over the Internet,
through file-sharing sites such as Napster).



Combining Apple's hardware expertise with
Jobs' insistence on leading-edge design, in October 2001 Apple
introduced the iPod: a gleaming white piece of plastic with an
intuitive scroll-wheel interface that could store and replay 1,000
songs. Although not the first MP3 player, the petite but powerful
iPod was the first to make the category sexy and Apple's
distinctive "ear buds" became a sought-after status symbol.

 


With its engineering horsepower, Apple
regularly turned out innovative new iPod models, beefing up their
storage capacity even as the product shrunk to make it more
convenient and almost weightless. By 2006, the iPod accounted for
nearly half of Apple's revenues.

 


Jobs also addressed the problem of music
piracy. Using Apple's 75% share in portable music players he
created iTunes: a centralized, easy-to-use system for managing
music that later proved so powerful that Jobs was able to force the
recording industry to accept his take-it-or-leave-it price of just
99 cents a song. iTunes has now sold more than two billion
songs.

 


The rest is history. In 2007 Apple's iPhone
transformed the market, combining Apple's computer expertise,
Internet experience and user knowledge. Now the iPhone has led to a
new level of Apple-based innovation, as more than 100,000 software
developers, worldwide, create new iPhone applications for
downloading through Apple's "App Store."

 


With sales of $32 billion in 2008 (six times
the revenue of 2002), Apple has proved that a core competency in
one industry can be carried into other markets. For its next act,
Jobs intends to revolutionize the video experience through Apple
TV. "We're making our most innovative products ever," he said
triumphantly in mid-2009, "and our customers are responding."

 


Even as a large company, Apple thinks and
acts like a small, agile, ever-changing organization, driven by
entrepreneurial thinking.

 


Entrepreneurial thinking is inherent in
every organization, it simply needs to be tapped and converted,
everyday, by everybody.

—Tencer and Cardoso
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Chapter 2

The 90%
Rule™

 


Getting more out of what you already have
and do

 


****************

 


Innovation is the specific instrument of
entrepreneurship ... the act that endows resources with new
capacity to create wealth.

Peter Drucker, American management consultant
and author

 


I selected Peter Drucker's quotation because
it touches on three important components of the 90%
Rule—innovation, entrepreneurship and new capacity. The first
two, when combined with a systematic method of prioritization, will
give you the objective "new capacity to create wealth." The best
part is, you just have to change some of your thinking—actually,
cultivate a new way of thinking—and use it to better leverage what
you already have.

 


When I read Outliers: The Story of
Success by Malcolm Gladwell, I was struck by a quote and its
relation to the 90% Rule. Neurologist Daniel Levitin writes,
"The emerging picture from such studies is that ten thousand hours
of practice is required to achieve the level of mastery associated
with being a world-class expert—in anything."1 To Gladwell, this is the recipe for outstanding
success in any field. On the other hand, it's also a useful
reminder of the inherent difficulties in trying to excel in too
many fields.

 


To my way of thinking, it makes no sense to
try and become an expert in a whole new field or new market when
your next big opportunity probably lies in a simple extension of
your current business, brand or mastery. It's about figuring out
how what you do fits better in current markets or in adjacent
markets or vertical businesses. Based on Levitin's calculation, the
90% Rule already puts you nine thousand hours ahead and on
the way to being an expert in your next big opportunity. So extend
and build on your current capital base; don't over-leverage to
acquire a new one.

 


The Power of the 90%
Rule: More with less

Application of the 90% Rule uncovers
the greatest opportunities for growth and success based on what
your organization is already 90% capable of doing. It gets you to
capitalize on, and leverage, your existing resources such as time,
money, intellectual capital, customer capital, product capital,
brand equity and physical assets. You may be surprised at your
existing capacity to generate more with less.

 


You are 90% there

The 90% Rule is akin to an essay that
philosopher Isaiah Berlin, The Hedgehog and the Fox
2, borrowed from a similar ancient Greek
parable. It's about slow and sure rather than fast and
risky—evolution, not revolution. The story divides the world into
hedgehogs and foxes. The fox knows many things and pursues many
things, but the hedgehog knows one big thing and pursues it
relentlessly. Hedgehogs simplify a complex world into one single
powerful organizing idea, a basic principle or concept that unifies
and guides everything it knows, thinks and does. The 90%
Rule is like the hedgehog, a principle designed to enable you
to build and sustain new capacity and create wealth on your
existing base.

 


Do the math: Why do we only embrace the
power of compound interest in our personal investments?

The principle and the beauty of the 90%
Rule can be seen in this mathematical example.

Define your prior year's sales as your core
sales. Set these core sales as 90% of the next year's sales. If
this core 90% of your business grows at 5% a year, then that
generates 4.5% annual growth. Now, add a new product, service,
store or vertical that expands your sales base by an additional
10%. Result: you will achieve annual growth of 14.5%. If you can
continue this incremental growth strategy, your business will
double in size in about five years. Just as important, that growth
will require only a moderate investment in terms of financing,
staffing and operations. Your business can make a big impact with
small, logical, manageable next steps.

 


Operating leverage as a marketing
tool™

I am a big believer in using Operating
leverage as a marketing tool™, which is a cornerstone of the
90% Rule. This is quite different than a strict belief in
the traditional definition of operating leverage.

 


Traditionally, operating leverage is the
reliance on, or investment in, fixed assets. We all know it's
necessary to understand your monthly overhead but it makes little
difference if you have too many fixed assets, because then you are
constantly scrambling to cover costs every month. Traditional
financial leverage is the reliance on debt to fund growth and
increase production. But too much debt or too many fixed assets
(coupled with a dip in sales) and, well, your banker is your new,
not-so-best friend. The need is to strike a reasonable balance so
that when the unexpected happens—quite expectedly—you can survive
it. But it's not about disproportionate borrowing or investing.

 


Obviously, both points of leverage are
inherent in almost any business. You will always have some fixed
assets and bank borrowing is a fact of life for most of us. But,
and it's a big but, there is a better way to view leverage in your
business.

 


We haven't got the money, so we've got to
think.

Ernest Rutherford, British physicist

 


Untapped leverage

Good leverage gets the most out of your
current strengths, which is where the critical focus must be. Focus
on what's right, not what's wrong. Dealing from strength.

It's about rethinking and reunderstanding the
business you are in and the capital investments you have already
made (e.g., intellectual capital), as well as the ways in which
your business serves its customers and potential customers (e.g.,
customer capital).

 


I was recently at a business luncheon and the
keynote speaker was talking about how they had rethought their
business, both internally and with the input of their customers.
Through the process, they began to understand that they were not
specifically in the hearing aid business but, what I will call, the
hearing device technology business. They were leaders at assisting
people to hear things more clearly while blocking out external
noise. This revelation enabled them to leverage their existing
expertise by applying their hearing device technology to emerging
markets like blue tooth ear pieces for cell phones and military
applications.

 


This type of thinking is using operating
leverage as a marketing tool versus traditional financial leverage.
This is the principle of getting more out of what you already
have.

 


Harley-Davidson dealership

When Wilmington, Delaware entrepreneur Mike
Schwartz bought himself a run-down Harley-Davidson dealership in
1994, he believed he could boost revenues and profits by
modernizing some of its dated sales and management processes. He
didn't dream that by going to the root of what makes Harley one of
the world's most-loved brands, he would turn that five employee
business into a $100-million shrine to "the American Road."

 


After founding two successful businesses, in
cell phones and sports tickets, Schwartz, at the age of 32, was
just looking to relax when he bought his first Harley Softail
cruiser in 1992. But he soon fell in love with the romantic-outlaw
mystique of Harleys and bought the local dealership for $325,000.
By fixing the leaky roof, professionalizing the sales process and
creating a more customer-friendly environment, he turned the
business around. Four years later, when a larger lot came vacant in
nearby New Castle, just off Interstate 295, Schwartz decided to
build the dealership of his dreams.

 


Mike's Famous Harley-Davidson is now much
more than a dealership; it's a monument to the American dream, the
open road, freedom and the wind on your face. Schwartz brought the
Harley brand to life by surrounding his dealership with a roadhouse
restaurant ("best chili in the state") and a museum dedicated to
Harleys, American road trips, and old motels and gas stations. Of
course, he sells Harley leather jackets, accessories and
collectibles for riders and sidewalk spectators alike. And even the
chrome-filled showroom was designed to look like an antique (though
spotlessly clean) warehouse.

 


Today his 40,000 square-foot-complex is as
much a tourist destination as a bike store, servicing and selling
the 100% American-made "Hogs" as well as the dreams that go with
them. "I decided to make buying a Harley a one-of-a-kind experience
the buyer wouldn't soon forget," says Schwartz. "My place is rough
and solid, like a Harley. It delivers great emotion and the great
American past." He says he isn't really selling motorcycles; he's
selling fun (although no one is allowed to forget the solemn
purpose of the business – a gong is struck every time a new
motorcycle is sold).

 


By reinventing his business as a family
attraction, Schwartz overcame the tattoo-wearing, bad-biker stigma
still attached to some Harley dealerships. And he's never looked
back. Today, Mike's Famous is the largest Harley dealer in the
United States. Mike himself owns four Harley dealerships as well as
two other power sports dealers specializing in motorcycles, ATVs
and jet skis.

 


Throughout the book, I will include examples
of companies that exemplify the 90% Rule.

 


Different lens, different view

We all know how important it is to understand
current and potential customers, to know the core competencies of
our businesses and to be aware of what new products, adjacent
markets and services we are already 90% capable of providing. But
most companies get stuck in the everyday rut of trying to meet
operational efficiencies, productivity and throughput. As a result,
they always see their operations through the same set of lenses
based on the same assumptions; consequently, they get the same
results. Think back to the hearing aid company that morphed to
hearing device technology. If they hadn't rethought (or relensed)
their business they might have missed out on one of the largest
opportunities ever, the market for cell phone ear pieces, driven by
the government legislation making these the only legal way to use a
cell phone while driving.

 


I was to learn later in life that we tend to
meet any new situation by reorganizing; and a wonderful method it
can be for creating the illusion of progress while producing
confusion, inefficiency and demoralization.

Gaius Petronius Arbiter, 66 A.D.

 


This is not about "reorganizing," rather it
is about relooking, rethinking, redoing. It's looking at strategic
opportunities through a new set of lenses. And for that you need a
particular process that allows you to see your business
differently. If you are to uncover greater leverage, it's intuitive
to look at operations from different angles and yet, time and time
again I see little creativity and innovation brought to strategic
thinking. It's not as widely practiced as it could be. One of the
main reasons is that there is no methodology or discipline that
fosters different thinking so ideas and innovation simply drift in
the ether, never to be captured and converted. There are a number
of reasons for this, but one of the main culprits is the folly of
financial leverage. The age-old practice that seldom works: throw
more money at the problem.

 


The goal

I've written this book and we have created a
series of seminars on the 90% Rule because so many companies
have not moved beyond established thinking and learned how to
leverage the low-risk, low-investment assets they already have.
They have so much invested in "traditional assets," "customer
capital" and "intellectual capital" and yet, they do not leverage
this and exploit the opportunities within their reach. I believe
there are a number of reasons:

 


• They haven't thought about it (especially
from an entrepreneurial perspective)

• They haven't made the time to do it

• They haven't had a clear understanding of
how to do it

• They have no process for doing it.

 


My goal is to help you adopt and implement a
customized process that can leverage all facets of your current
capital investment and help you achieve a much higher level of
sustained growth.

 


Hedgehogs and tortoises

I believe in the principle of hedgehogs and
tortoises. Like the mythical story of the tortoise and the hare, I
believe in winning the race, not chasing the next quick-fix. I
believe in long-term sustainable growth, not short-term performance
"hits." I believe in evolution, not revolution. Revolutions tend
not to last long.

 


In the race for success, speed is less
important than stamina. The sticker outlasts the sprinter.

Bertie Charles Forbes (1880-1954) Founder,
Forbes magazine

 


Remember, you're already 90% of the way to a
better future and moving ahead has a great deal to do with how you
view your business.

 


It is about uncovering opportunities that
you are already 90% capable of achieving.

—Tencer and Cardoso

 


 


Notes:

1 Outliers: The Story of Success by
Malcolm Gladwell, page 40

2 Isaiah Berlin, The Hedgehog and the
Fox, an essay, The Study of Mankind, p.436
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Chapter 3

Understand your core business

Then disturb the status quo

 


****************

 


I'm not an entrepreneur. I like rules too
much, and entrepreneurs break rules.

Guy Hands, CEO, Terra Firma Capital
Partners

The reason you are in business in the first
place is to disturb the status quo, "break the rules" and do
something different. You want to seize an opportunity with both
hands and shake the marketplace with it.

 


Most entrepreneurs start businesses because
they see an opportunity to do something better, something different
from the competition. By definition, the function of entrepreneurs
is to disturb the status quo, to blaze a new trail.

 


But you can't begin to be different if you
don't know who you are, what you do best (the 90%), what you could
do to make a difference and know what's out there in the
marketplace.

 


Most people don't take the time to figure out
what business they are really in. For instance, can a gas station
sell more than gas? Is the corner store in the business of selling
milk, snacks, cigarettes or convenience and time? You can't
differentiate on commodity products but you can on time and
convenience. Two identical stores in different parts of town may be
serving different customer needs and require different approaches
(strategies) for growth. There are many different ways to leverage
customer benefits like convenience and time. That's why we now see
what used to be just a gas station turned into a convenience store
with coffee and donuts, drive-thrus and ATM machines. It's even
evident in the branding with the names like Mobil's "On the Run"
service stations and for over forty years "7-Eleven."

 


If you don't understand your roots and what
got you here and what your customers value, then it will be
difficult to know which assets and ideas will get you to where you
want to go.

 


"Would you tell me please, which way I ought
to go from here?"

"That depends a good deal on where you want
to go."

"I don't much care where."

"Then it doesn't matter which way you
go."

Lewis Carroll, Author, Through the Looking
Glass

 


The good news is that there are countless
examples of companies—big and small, famous and infamous—that have
succeeded by figuring out what business they are really in. Have
you?

 


True to your core

Disney has always been different—a step above
and a step ahead of all the wannabe-Disney film studios and theme
parks—and yet always true to its core business. Disney never lost
sight of the power of leveraging what it was already good at. They
know that they not only sell the dream, but the dream is rooted in
the original entrepreneurial spirit of Walt Disney himself. He made
sure the company's brain trust always remembered who they were and
what they were good at and that they never veered far from simply
improving and expanding on 90% of what they did best. "Walt's way"
was anchored in four steps: "Dream, Believe, Dare, Do."3

 


We can learn from them all. From Apple and
Disney to Harley-Davidson and Gap Adventures, growth is fueled by
entrepreneurial thinking and the will to cause a
disturbance® that is rooted in a core strength. It's not just
the big guys; thousands of small and medium-size companies shake up
their marketplaces every day.

 


When you see a successful business,
someoneonce made a courageous decision.

Peter Drucker

 


Gap Adventures

Bruce Poon Tip started his own
adventure-travel company, Toronto-based Gap Adventures, as a way of
exploring his personal values. He had traveled through Thailand
like a native, riding broken-down buses, staying in small,
family-run hotels and eating local foods. Pitying the Western
tourists with their air-conditioned motor coaches, he decided to
launch his own company to help venturesome Westerners access
authentic travel and cultural experiences through small-group trips
to offbeat destinations around the world.

 


Today Gap Adventures is the world's largest
adventure-travel firm with sales of more than $100 million, 100,000
customers a year, and tours on all seven continents. Now respected
as an international expert on eco-tourism, Poon Tip has never
sacrificed his personal values for growth. But he has learned to
think big and embrace multiple target markets.

 


Since his beginning selling tours to Thailand
and the ruins of Machu Picchu in Peru, Poon Tip now sells more than
1,000 different tours. He realized early on that his company had to
appeal to more than just backpackers even though his first brochure
warned, "If you'd like all the comforts of home, we suggest you
stay home."

 


Poon Tip's true target: anyone looking for an
alternative to conventional tourism and three-star beach resorts.
Today Gap targets high-income singles, families, photography buffs,
gourmets, affluent retirees and other niche groups through a range
of specialty tours – including a $13,000 voyage to Antarctica by
icebreaker.

 


Gap grew by realizing that the product it's
selling is not exactly travel but experiences. Satisfied
customers sign up for Gap trips year after year because they trust
the company to connect them to unique new adventures—in the company
of like-minded travelers.

 


To reach this independent-minded market, Gap
has pioneered new marketing techniques: abolishing "single
supplements", conducting traveling slide shows to entice prospects
and opening brick-and-mortar stores (in New York, Toronto,
Vancouver and Melbourne) when the rest of the travel industry was
focusing on the Internet. Gap produces its own television shows and
online videos, and provides an online traveler's forum moderated by
satisfied customers, not the company's staff. Gap has even created
its own foundation, Planeterra, to build client relationships and
"give back" to the communities Gap travelers visit.

 


With his company growing 30% a year, Poon Tip
admits he is following no road map but instinct. "There's no
precedent for a company of our size in this industry," he says. For
his next act, he's considering expanding into book publishing,
restaurants and hotels. But he has no interest in accepting the
many offers he's received to sell his company. "I'm working hard,
but I'm having more fun than ever."



Companies get away from their core business
strengths for any number of reasons and two of the more common are
that they lose sight of what their core business is; or in many
cases, simply ignore it. Either way, it's never a happy ending.
Most of the companies I have dealt with over the years fall into
the first category and do not get back to their roots because they
are stuck seeing themselves through the same old lens. They are
mired in operational pressures and the pervasive thinking, "It's
the way we've always done it."

 


If the only tool you have is a hammer, after
a while everything begins to look like a nail.

Abraham Maslow (1908-1970), American
psychologist

 


The first thing you have to do is take a
different view of who you are and how you got to where you are
today.

 


Know your core business, build on its
strengths, break the rules and disturb the status quo.

—Tencer and Cardoso

 


 


Notes:

3 The Disney Way, Capodagli and
Jackson, p. xi
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Chapter 4

Your core business through a different
lens

 


****************

 


What you see depends on how you look at it.
Sometimes what we need is a different point of view.

 


How nickels can be worth more than dimes

Let me relate a story originally told by
Edward de Bono, a renowned leader in creative thinking and the man
who coined the term "lateral thinking." It goes directly to the
point of seeing things differently in order to leverage unseen
value. My bet is that the Tommy in this story will grow up to be an
entrepreneur.

 


It's all in how you look at things

Tommy is five years old. Typically, he's in
constant pursuit of his nine-year-old brother John. And John, like
most older brothers, is always picking on Tommy. One day, John and
two of his buddies are hanging out in his room when Tommy comes
wandering in. John says to his buddies, "Hey guys, wanna get a
laugh? Watch this." His friends eagerly gather around. "Tommy, come
here."

 


Pleased with the invitation, Tommy breaks
into a big grin and looks up with great anticipation. John sits
down on the edge of the bed and holds out his hands, palms up. In
his right hand is a dime and in his left a nickel. He glances back
at his buddies and whispers, "Watch how stupid Tommy is." Turning,
he flashes a know-it-all grin at his brother's innocent face. "Hey
Tommy, which one of these coins do you want, the big one or the
small one?" Tommy's eyes ponder his choices for just a moment.
"This one.'" The little guy shoots out his hand, grabs the nickel,
jams it in his pocket, and leaves the room.

 


John triumphantly closes his hand on the
dime, breaks into a smug smile, and turns for approval from his
buddies. The boys are in stitches. John stops chuckling long enough
to say, "Is that stupid or what? He falls for it every time."

 


The laughter is cut short as a large shadow
fills the doorway. It's John's father. "John, your brother is not
stupid, and I don't want you playing that trick on him again. Do
you hear me?" He gets a guilty reply. "Yeah, okay. We're just
playing, Dad. Tommy doesn't care. He likes it." His father
interjects sternly, "Well, I'll have no more of it and I'll speak
to Tommy, too." He turns and heads for Tommy's room. "Hi, Tommy.
How are you doing?" "Hi Dad:' Tommy is sitting in the middle of his
bedroom surrounded by Lego blocks.

 


"Tommy, I want to explain something to you."
Lowering himself onto the floor, he leans back against the end of
the bed. He then spends the next five minutes putting the value of
nickels and dimes into context for his son. Using pennies, nickels,
dimes and quarters, he shows his son that the size of the coin does
not always represent the value of the coin. Throughout the chat,
Tommy listens carefully and nods his head, "So, do you see the
difference between a nickel and a dime?" asks his father. "Yeah. A
nickel is 5 pennies and a dime is 10 pennies," he answers proudly.
"Good," says his father. "So the next time John asks you to pick a
coin, which one are you going to pick?" "The nickel," says
Tommy.

 


Exasperation is all over the father's face.
"No, Tommy, not the nickel, the dime. It's worth twice as much."
Tommy reaches under his bed for an old sock and turns it upside
down. Dozens of nickels fall out of the sock. "Yeah, but if I take
the dime John will stop playing the game ... and look how many
nickels I've got from him!"

 


Tommy's audacity never fails to amaze
me.

Tommy's father

 


Tommy understands leverage

New ideas form when we change the way we look
at things (nickels can be worth more than dimes). The 90%
Rule is built on the premise of innovation: See differently.
Think differently. Do differently. Even when it seems
audacious.

 


The process: Six fundamental steps

What our little pictogram depicts is a whole
new landscape. A place and process from which you can begin to see,
think and act differently.

 


The icons in the pictogram represent a
six-step process that is a continuous loop that helps you see your
business differently. It will trigger new ideas, open up new
opportunities and increase your growth potential. It will identify,
rank and map opportunities in markets, products and services that
you are already 90% capable of providing.

 


[image: tmp_b17054ce898b07364085212a65a4200c_9SoxFz_html_m2216b514.jpg]

 


This model is designed for businesses and
not-for-profit organizations that want a systematic and manageable
process for continuous growth. Implementation of the model requires
two perspectives:

 


i) Your depth of inside knowledge, insight
and thinking;

ii) An outside knowledge, objectivity,
entrepreneurial thinking and systematic process.

 


Managed effectively, this process will turn
the little pictogram into a whole new way of doing business.

 


Step One:

Revisiting your company's origins and
identify where you want to take it long-term.

 


Step Two:

Exploring what you can be, not just what you
are.

 


Step Three:

Building a relevant brand rooted in
customer-centric thinking.

 


Step Four:

Maximizing leverage by outlining your best
opportunities and the criteria upon which to assess them.

 


Step Five:

Building an opportunity matrix to determine
the human and financial resources required for moving ahead.

 


Step Six:

"Speaking" to be heard clearly by all your
audiences.

 


A few of the outcomes

Sustained success accrues to companies that
install the integrated process that applies the 90% Rule.
There are many benefits and outcomes for the companies that do
this. A few examples:

 


• You clearly define what business you are in
– from a customer viewpoint – including a clearly articulated and
refined vision and mission for your company

• You establish the right context for
strategic decision – making

• You redefine your core target markets and
develop a clear position relative to your competition

• You define and assess a series of
actionable and measurable opportunities

• You identify your communication goals and
message to ensure that you are using the most relevant
communication tools and always speaking clearly and
consistently

• You build a systematic process that
continually supports evolutionary long-term growth

• You consistently align action with
strategy

• You continually uncover opportunities

• You get innovation on the front burner,
every day, turning ideas into action on a regular basis

• You continually leverage limited
resources

 


I know this seems like a lot to do (and a lot
to promise), but the truth is, once you've institutionalized the
process, innovative thinking will become as natural as getting out
of bed. Identifying new opportunities, assessing them and getting
them onto an action track will become second nature for your team.
So as the song goes, "Take time to make time ..."

 


Rethink. Reinvent

When Indra Nooyi joined PepsiCo in 1994, she
could see the venerable soft-drink and hospitality company was
betting on the wrong horse. As the company's chief strategist, she
helped steer a new course, helping PepsiCo sell off its
artery-clogging fast-food brands (Taco Bell, Pizza Hut and KFC),
and acquire more growth-oriented grocery assets, such as Tropicana
juices and Quaker Oats (makers of Gatorade sports drinks,
heart-healthy oatmeals and chewy granola bars).

 


Suddenly, PepsiCo was less about sugared
drinks and snacks, and more about brand-name convenience foods –
and nutrition. As PepsiCo's revenues and profits soared, Nooyi was
promoted to president, then CEO and later company chairman. She is
credited as chief architect of PepsiCo's multi-year growth
strategy, Performance with Purpose, which focuses on creating
innovative food products with "responsible nourishment," while
minimizing impact on the environment. Specifically, Nooyi has
pledged that half of PepsiCo's U.S. revenue will come from
healthful products.

 


Putting its money where its mouth is, PepsiCo
was one of the first big international food producers to eliminate
trans-fats from its products. It has become a leader in campaigning
against obesity and supporting agencies that promote access to safe
drinking water worldwide.

 


Pepsico's transformation is good citizenship
and good business. As Nooyi told CNBC in 2007, "Across the world we
have unleashed the power of our people to come up with ideas to
reduce, recycle, replenish the environment, and we are making great
progress by reducing how much water we use in our manufacture and
the carbon footprint that we put on the environment." Besides the
financial benefit, she says PepsiCo has also become a more
sought-after employer to the best new graduates, "They want to come
to a company to work for a purpose."

 


PepsiCo's payoff? Sales have grown from $31
billion in 1996 to $43.3 billion in 2009. In 2005, its total market
value exceeded arch-rival Coca-Cola's for the first time. In 2009,
Nooyi was named CEO of the Year by the Global Supply Chain Leaders
Group.

 


Recently, The Wall Street Journal asked Nooyi
where she gets ideas for new products. Her answer: She stays close
to her core consumers. "I do market tours all the time. Every
weekend I hop in the car and go somewhere. I listen to kids talk
about what they're consuming, what they're doing, what they're not
doing. I read a range of things to keep in touch with cultural and
lifestyle trends ... the usual business press, but also People and
Vanity Fair and anything close to the cutting edge of the
culture."

 


"Brands never die," says Nooyi. "You only
stop reinventing them."4

 


Rethinking, reinventing and innovation come
from seeing your core business through a different lens, every
day.

 


It may sound contradictory, but creative and
innovative thinking needs discipline; a systematic process that can
convert it into actionable opportunities.

—Tencer and Cardoso

 


 


Notes:

4 www.reveries.com/pepsichallenge, from Wall
Street Journal, Sept. 11, 2008
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Chapter 5

Getting innovative thinking on the front
burner

 


****************

 


Innovation typically occurs at the interface
of multiple disciplines.

Kenichi Ohmae, author, The Myth & Reality
of the Japanese Corporation

 


Planning and time are in constant conflict in
every business. Neither the business nor the world stops for
planning and planning shouldn't stop every time the business or the
world changes. It's a Catch-22.

As mentioned in the previous chapter,
installing a process that can marshal the collective thinking of a
business is central to success. Effective long-term planning comes
from in-depth thinking, in-depth thinking comes from having enough
time to think and having enough time to think comes from having a
process that ensures it.

 


Problem: Time. Answer: Discipline

I know, the old discipline issue, but
discipline is at the core of the time problem. Time is a continuum
and every business tries to build processes to save precious time.
But do they——do you—have a means for building time to think
into every process, especially the process of business
development?

 


It's not simply about making extra time. What
is needed is a rigorous approach that ensures there is time for
deeper thinking at every step along the way. When you create time
to think, to consider problems and opportunities and options, you
have a much better chance of converting corporate vision, goals and
strategy into day-to-day innovation by everyone in the
organization, from top to bottom. If you take the time to build and
install the right process, your Return On Time (ROT) will be
significant. And the change will be evident.

 


Thinking alone is not enough

It's not a shortage of ideas that holds
organizations back; it's a lack of a pragmatic process for
converting those ideas into action. We all spend a great deal of
time thinking about opportunities but the issue is the right
thinking at the right time and the right outcomes from that
thinking.

 


Great thoughts often percolate while we're
madly scrambling to complete the next project. They are often good
ideas but they seldom get linked to vision, goals and strategy. And
they seldom get implemented. Even when they do, it's usually too
late because you're too far down the line and now you have to get
on with selling something. Thinking alone achieves nothing until
the best ideas are turned into opportunities, then innovative
actions and then profitable sales and growth.

 


Balance-an elusive goal

The conflict between time and time to
think always brings us to the eternal balancing act in
business, balancing the short and long-term needs of the
organization.

 


For me, in our business, whether it's working
one-to-one to solve a client's immediate problem or making enough
time to write this book, the process we use is geared to achieving
a balance that meets the immediate demands of running the
day-to-day business and the need to work on longer-term plans in a
disciplined manner.

 


I begin by telling myself, "Balance or fall."
Each morning when I wake up, I begin with three thoughts:

 


• What am I going to sell today?

• What's one thing I can do today to make my
business better?

• How will the answers to these previous
questions impact us in the long-term?

 


The challenge is consistently converting
these thoughts into actions and results. And the gauntlet that
I—and all of us—have to run every day threatens to undermine our
good intentions.

 


Preparation is everything. Noah didn't start
building the ark when it was raining.

Warren Buffett, American financier

 


In the beginning

Think about investor Warren Buffett and his
celebrated focus on long-term results while he is making what must
be a whole lot of short-term decisions. Consider the pressure he
was under during the financial debacle of 2008-2009: When the
market was cratering, Buffett bought $5 billion worth of Goldman
Sachs stock (with another $5 billion in options)5. And then he bought a railroad—Burlington Northern
Santa Fe for $26 billion.6 Even for him
these are decisions made in the heat of a short-term firestorm
(sound familiar?). And since he's got a pretty good track record,
he's a relevant example of the importance of building balance into
your business—even if you're dealing in millions instead of
billions. The long term is an aggregation of a lot of short terms;
therefore, what you do, or don't do, in the short-term eventually
shapes your long-term.

 


What's on the front burner?

The hardest thing is to find the time to
think innovatively about your own business. It's the old story
about the shoemaker whose children had no shoes because he was so
busy making shoes for others. We all live that story. Everything
seems to be on the front burner—more shoes, more shoes, more shoes
... except our children's shoes.

 


In many businesses, front burner issues eat
up the vast majority of time and energy. Consequently, time is
consumed in doing what has to be done, not thinking about what
could be done. Two things always seem to be on the front
burner:

 


• Things that pop up unexpectedly and jump to
the front burner because they have to be dealt with immediately

• The ongoing daily pressures of meeting
various performance metrics—everything from tracking and tweaking
sales and profits to paring costs and meeting payroll

 


The only thing faster than the speed of
change is the speed of thought.

D.H.Hughes, co-author Thoughtware

 


Moving innovation to the front burner

Experts have known, talked and written about
innovation for decades and yet, most companies continue to struggle
with how to generate more innovation. Not in the R&D
department—many are good there (3M, Microsoft, Dell)—but in the
day-to-day operations. Especially in small and medium size
enterprises, where innovation is often an afterthought.

 


Part of the 21st century reality is that most
companies no longer have the time to "think about," "sleep on," and
"percolate" ideas before making a decision. The future is now.
Technology has accelerated the rate of change to the point that it
is nearly impossible to keep up. When it comes to the medium and
long-term decisions, many companies simply can't make the best
decisions because they have had no time to think about the future
before it arrives. As a result, so many decisions have to be made
out of context.

 


Today, your business is more complex, under
more pressure, has shorter timelines and shrinking product life
cycles. Today, damn near everything is on the front burner. The key
to success is getting innovation there too.



Innovation: a fundamental principle

The infusion of innovative and
entrepreneurial thinking into everyday business is a fundamental
principle in our model. It allows you to build innovation and time
to think into your normal routine. It's not about having an annual
corporate retreat or a few one-off seminars because if you're
waiting for months or a year to think about how to be more
innovative, you are already being out-innovated by your
competitors.

 


The easiest way to predict the future is to
invent it.

Anonymous (Xerox Research Center)

 


If you have a thought about a new direction
or opportunity your business should consider, then you need to find
a way to explore it, acid-test it and create go/no go decisions
that you can act on now—and measure later. The 90% Rule
allows you to continually deal with new opportunities and ideas as
you do other front burner issues. It gives you a fighting chance to
grow—continuously.

 


Thinking alone is not enough. You need a
process that builds in time to think and innovate.

—Tencer and Cardoso

 


 


5 Globe and Mail, Sept. 14, 2009

6 Globe and Mail, Dec. 1, 2009
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Chapter 6

Marketing and sales: Siamese twins

 


****************

 


At some point somebody has to sell
something.

 


I didn't want to leave this thought about
selling something unaddressed because at the end of the day,
the generation of profitable sales and a strong bottom line is
everybody's goal. The thing is, success comes much easier when you
sell the right stuff to the right people. That's why understanding
your core business, your customers and your culture must drive the
process of entrepreneurial thinking and innovation.

 


Too many people believe that sales are an
investment and marketing an expense. Nothing could be further from
the truth. That's why the road we take—this process—leads to better
marketing to grow more sales more effectively. If you make a
product, provide a service, charge one group of people to buy what
you sell and look for ways to let more people know about your
product, then you are already a marketer. But not until you have
connected marketing and sales and invested equal amounts of thought
and development in them do you open up the opportunity for your
company to evolve as a great marketer and seller.



What's more expensive?

 


• Attempting to sell your products to
disinterested or irrelevant prospects and throwing away buckets of
money speaking to a blank wall (because marketing was never asked
to figure out who to sell what to)?

• Or honing in on a smaller, more qualified
group of prospects who are keenly interested in buying what you
sell (because marketing figured out who they are, where they are,
what they want and how to talk to them)?

 


Obviously, focus on the latter and build a
lasting, mutually beneficial relationship with loyal customers.

 


We have all been on the receiving end of
selling efforts devoid of any marketing intelligence. For a number
of years, I received telemarketing calls from a company that
assured me that they would get me top dollar if they sold my house.
I lived in an apartment at the time. Oh, and there's that memorable
call I received from a credit card company asking me why I had
cancelled my gold card. Answer: Because they had issued me a
platinum card. Obviously, nobody in the sales silo was talking to
the marketing silo.

 


Siamese twins

Marketing 101 clearly sets out:

 


• The purpose of marketing is to develop a
product or service; identify and qualify markets and customers; map
the road to market; and define and create effective
communications.

• The purpose of sales is to develop customer
relations; deliver the force behind "closing sales"; provide
important market feedback; and directly impact the top-line (and
middle-line) gross margins.

 


Everything I ever needed to know about
selling... was learning how to identify, find and keep
customers.

Lillian Vernon, Catalogue retailer

 


The key is in the integrated thinking that
connects sales and marketing. They are Siamese twins, not unrelated
silos. First, it's important to ensure that the collective thinking
throughout the company understands that investing in marketing is
as important as investing in sales. Together they are a significant
point of leverage; separately they offer little leverage.

 


One good funnel leads to another

Business colleague and "sales scientist,"
Adrian Davis, President and CEO, Whetstone Inc., for whom I have a
high regard, has written extensively on the importance of sales and
marketing working hand-in-hand. The following is a synopsis of some
of his thinking.

 


Historically, there has been a divide between
sales and marketing. Many companies have yet to get their sales and
marketing teams working together seamlessly, whether
business-to-business or consumer sales. However, the "new" economy
is forcing the issue with more demanding buyers, more
niche-oriented competitors and longer and longer sales cycles.
Sales people are being forced to think more like marketers and
marketing people are being forced to think more like sales
people.

 


Both sales and marketing have their own
funnels. Marketing must now directly tie the end of their funnel to
the beginning of the sales funnel. Moreover, the output of the
sales funnel must tie back into the marketing funnel. Every dollar
spent on marketing must be measurable and show a return on
investment. Every lead generated for the sales force must be
accounted for.

 


Traditional marketing that only focuses on
creating awareness in the marketplace doesn't work for most
companies. The problem with this type of marketing is it can be
expensive and not easily measured. Companies with big budgets tend
to win this game. They succeed in creating mind share for the sales
team to exploit, but they do so only by spending huge amounts of
money. Moreover, they seldom know which specific initiatives led to
their success. Today, CEOs and CFOs expect more from marketing.
They are questioning every dollar spent. Good marketing executives
get ahead of this scrutiny and know that marketing can be a great
point of leverage.

 


Measure everything

They do so by carefully planning their
programs and campaigns and setting up clear measurement criteria to
determine which campaigns are successful and how to increase their
effectiveness over time. These metrics include, but are not limited
to: total reach, number of inquiries, number of first meetings,
number of proposals, number of sales, meetings-to-reach ratio,
closing ratio, conversion rate, acquisition cost, cost per contact,
cost per click, cost per meeting, profit results and ROI. To
measure these factors, marketers must clearly track all activity
through the marketing funnel to the sales funnel.

 


The marketing funnel should comprise three
key stages:

 


1. Reach: The number of people in the
potential base that will be touched by specifics program.

 


2. Enquiry: The number of people who
respond positively by initiating contact.

 


3. In consumer sales: Who buys. In
business-to-business: Getting a first meeting with qualified leads
(i.e., people who are sufficiently interested that they are willing
to meet with a salesperson to learn how the firm might address
their specific challenges).

 


Every business-to-business campaign must be
measured in terms of the number of first meetings it generates for
the sales team. And every sales professional must be scrutinized in
terms of his or her ability to convert first meetings into
sales.
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Linking funnels

The end of the marketing funnel is directly
linked to the sales funnel. In business-to-business first meetings
represent the top of the sales funnel. All activities prior to
first meeting represent part of the marketing funnel, which sales
people should be engaged in. (Yes, sales and marketing must learn
to work together even more.) All opportunities must be tied to a
specific campaign in order to connect sales and marketing
activities. Once a first meeting is successfully concluded, the
sales funnel should comprise three key stages:

 


1. Diagnose: The buyer is willing to
work with the sales professional to help him or her understand the
situation and develop a solution.

 


2. Propose: The consumer is clear on
why they should buy. Or the B2B buyer is clear about the challenge
they are facing, what your firm can do about it and is open to
receiving clear documentation on the way you can work with them to
fill their needs.

 


3. Close: The buyer, ready to take
action to resolve his or her challenges, is now negotiating and
completing necessary paper work to initiate a purchase.

 


Phases versus steps

The steps you go through to make a sale are
not the same as the phases an opportunity will go through. Many
organizations have more than a three-step sales process. Your sales
process is not the same as your sales funnel phases. Managing the
sales funnel is about managing the phases that opportunities go
through as they mature. By way of analogy, what you do to harvest
fruit is separate from the phases that fruit goes through as it
matures. Fruit is initially unripe, then it ripens, and then it
spoils if it's not eaten. The steps to harvest fruit might involve
planting, tilling, spraying, inspecting, picking, etc. The steps
you go through to harvest the fruit might be very different from
mine, but the phases the fruit will go through are universal. The
same principles apply to funnel management.

 


Wash, rinse, repeat

At the end of the sales funnel (surprise!) is
the beginning of the marketing funnel. Existing customers must not
be neglected. Aging customers are like aging accounts receivables.
The older they get, the less likely you are to see any money come
out of them. Marketing must now engage in a set of programs that
reaches the entire client base, generates inquiries from existing
clients and leads to new meetings with the sales team to discuss
additional opportunities.

 


To make the most of your sales and marketing
investment, accurate metrics must be gathered for each phase of the
marketing and sales funnel. Getting a handle on these metrics and
putting them into a management dashboard you can monitor at a
glance is the key to ensuring that every dollar invested in sales
and in marketing will provide increasing returns to the business.
These metrics can be captured seamlessly if your CRM and accounting
systems are set up properly and if your sales and marketing teams
work together.

 


Once these metrics are tracked and managed,
sales and marketing will have tied the knot—and you will have a
cash-flow machine.

 


Sales and strategy: Two outcomes, one
goal

Strategy for strategy's sake, to me, is a
waste of time and money. "Strategy" is a term thrown around like a
bad rumor. Everybody talks about it, but nobody knows quite what to
do with it. The word "strategy" is worn out; it makes eyes glaze
over. For insomnia it beats counting sheep. In my opinion, there is
no greater killer of interest than starting off a seminar by
saying, "Let's do a SWOT analysis (Strengths. Weaknesses.
Opportunities. Threats)." Don't get me wrong, strategy is
important; it's just misunderstood too often, especially in
sales.

 


Although strategy drives critical outcomes,
including sales, it too is an outcome. There are many different
ways to arrive at strategies. I believe the most effective way is
to install a process that is fully integrated into your business,
not simply executed as a once-in-a-while undertaking (i.e., SWOT
exercises) or as an isolated exercise for just sales or marketing.
First, the process needs to engage the broadest scope of thinking
in your company in terms of breadth of cross-functionality and in
depth of thought. It must cover the full spectrum of your business,
from origins to future opportunities. Secondly, the process should
become an ongoing part of how you do business; continuously
stimulating entrepreneurial thinking and creating innovation that
drives sales.

 


Differences in B2B to consumer markets

One of the eternal divides in business is the
difference between companies that sell to other businesses and
those that sell to consumer markets. Often, the difference in
scale, distribution and selling methods are as formidable as the
obstacles that would prevent an Olympic sprinter from winning the
gold in boxing. However, the transition can be made if there are
common core competencies, and if you think of expanding
innovatively: swimmer Michael Phelps might be able to become an
Olympic diver, or sprinter Michael Johnson a 400-metre winner.

 


Breaking out

One company that has made that leap is OMI
Industries of Chicago. It has taken the same deodorizing technology
it developed for refineries, landfills and sewage plants and turned
it into a "green" consumer product sold in high-end boutiques and
specialty chains such as Ace Hardware and Whole Foods Market.
Whether its customers are manufacturers, asphalt producers, pet
owners or cigar smokers, "all buy the same technology," says OMI
president Phil Coffey, "just in different forms."

 



Visit: http://www.smashwords.com/books/view/10686
to purchase this book to continue reading. Show the author you
appreciate their work!
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