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Dedication

To Ilene, my partner, an irrepressible lover of the truth
 and the most heroic woman I have ever known. Thank you.






Epigraph


“If from now on you will treat everyone that you meet
 like a holy person, you will be happy.”

From The Holy Man by Susan Trott
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“Free yourself from all beliefs, all norms. See that you
 live completely with beliefs. Free yourself from secondhand
 information. See in you clearly what is beautiful.
 All that is beautiful in you is right. Look at the situation
 with an open mind, free from hearsay. The solution is in
 the situation. So, see the situation clearly with an open
 mind. Then the choiceless decision comes.”

From Beyond Knowledge by Jean Klein
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“Just when I discovered the meaning of life,
 it changed.”

From Napalm & Sillyputty by George Carlin
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FOREWORD


“The higher goal of spiritual living is not to amass a wealth of information, but to face sacred moments….

We must not forget that it is not a thing that lends significance to a moment; it is the moment that lends significance to things.”

From The Sabbath by Abraham Joshua Heschel




The most amazing things have occurred in my life.

Things I could not have imagined until they happened.

That I’m sitting here writing to you at this very moment, a book that you’re holding, is amazing to me.

The story I’m about to share with you in this book is also amazing to me. It’s the story of a woman named Sarah, a baker of pies, a small-business owner, who became, after experiencing the kind of frustration and despair that comes when one discovers her business cannot fulfill the promise of joy and freedom she thought it would, a reluctant entrepreneur.

I call Sarah a reluctant entrepreneur because, even after all of our conversations, after all of the work we did together to transform her relationship with her business, Sarah still did not feel like an entrepreneur. She hadn’t yet developed an intimate relationship with the entrepreneur in her, or the natural response that is expressed when that relationship is nurtured and alive and integrated. So at times, the entrepreneur in Sarah would flourish, and at times it would languish. What pulled her through every day was Sarah’s intense desire to break free of the malaise that was confounding her in the operation of her business. She was determined to discover what she didn’t know.

It is that intense desire, coupled with her childlike willingness to suspend disbelief, that makes Sarah’s story amazing. I watched her grow, day by day, giving up her beliefs, one by one, attempting to do something new as soon as it was suggested to her, one step at a time, letting go, moving forward, and then backward, and then forward again, relentlessly pushing the envelope of her understanding, skill, and ability to see clearly. The progress she made was, and continues to be, amazing to me.

As I’m sure your story is amazing.

As are the stories I’ve heard of the thousands of small business owners who, despite their lack of knowledge and experience, despite how little they might have known about business, despite how much they thought they knew and then discovered they didn’t, despite all of their dysfunctional habits and beliefs, despite all of that, have overcome monstrous obstacles that appeared insurmountable when they first showed up. “Oh my God, now what?” they would say, and then knuckle down, brace themselves, and let go of the huge “No” in their first response to discover the little “Yes” just behind it, which came from their heart, their determination, and their longing to overcome those obstacles. Each one of these stories is amazing.

Perhaps you haven’t thought about it that way, but as you read this book, I’m certain you will come to find your story to be amazing. Just like Sarah’s.

If you have read The E-Myth Revisited, you know Sarah. I shared our earlier meetings in that book, our process of discovery of what a business is and what a business isn’t, and why her misconceptions so riddled her days with pain and constriction, only occasionally giving her the satisfaction she craved.

Everything I’ve had the good fortune to give to Sarah has come from my experience, all of the stunning failures and successes that have made up my life. My story has, in some real way, shaped Sarah’s story, just like specific people, at specific moments, have shaped mine. I’d like to tell you about some of the ones who entered my life when I was a young man, searching for my calling.

 

All of my life, I’ve been blessed by miraculous events that produce the kind of insights or epiphanies that change everything, forever. Randomly happenstance, seemingly disconnected, electrical zapping experiences that unalterably affect everything that follows…Zap Crackle Spark…and I’m on a new path.

Like the time I was selling encyclopedias, and had been for a seemingly interminable length of time, and I had gone downtown to talk with an insurance executive who had been doggedly pursuing me to switch vocations, from the “disreputable dead-end” I was headed for, to the “limitless respectable opportunity” to become an insurance executive just like him.

“Anyone who can sell encyclopedias as well as you can would be out of his mind not to sell insurance,” he told me.

He was an elegant-looking man. Tall, Waspy, with perfectly coiffed white hair, a true executive type. Unlike the type of guys I had been working with in the “book business.”


Those guys could have been gangsters for all anyone knew. Black shirts, one-button sport jackets in bold checks, flashy, hip, quick to make a buck closers, or they wouldn’t be around for very long.

And most weren’t around. Except me.

So, of course, the insurance executive was right.

I actually can’t think of another guy who sold encyclopedias for as long as I did. There was a good reason for that, but I couldn’t tell you what it was then. At 32 years old, I realize now, I had created my life so that nobody could or would tell me what to do. For all practical purposes, I became the Invisible Man. It was the ’60s, in San Francisco, and I was an anomaly. With all the social insanity going on around me, with all the drugs and the music and the flowers, nobody gave a second thought to an encyclopedia salesman! Nobody cared what I did, not my boss or even my wife, until I sent in a contract. That’s when they remembered I was alive, and cheered me on, halfheartedly, to go out and get another one. It was enough to drive any reasonable man crazy. But, for all practical purposes—and, of course, that’s what I told myself I was doing it for, all practical purposes—I was good at it, and I could always depend on closing enough deals to keep my life, and the lives of my loved ones, on an even, and sometimes respectably successful, financial keel. In short, knowing I could sell, that I could always come up with enough deals to satisfy the pragmatic reality of my life, gave me tremendous freedom. It meant that I could sit in my car and write poetry for all anyone cared. I could take a break for a night or two at a time to sit in at a jazz club just north of Fisherman’s Wharf at Pier 23, playing the saxophone with a jazz band that didn’t care either if I showed up or not. But, given my passion and my sometimes raw and brilliant addition to their music, they tolerated me when I did. And, despite their lack of conviction, I played madly, hotly, full of love, the music busting free from my lonely heart like the wail of a lost man.

What I didn’t realize at the time, with two kids and a wife who had her own way of “sitting in,” her own unexpressed passions, her own longing for something more true, was that the psychic exhaustion of our cacophonous life together had become unbearable, and that the prospect of making yet another cold call, on yet another unwary stranger, in the cold of the night, to engage them in my story about the fertile field of education awaiting them—and the serious gap between where they were in their hopelessly uninformed life and where they could be with the 30 dense volumes of my magnificent Encyclopedia Americana at hand, not to mention all the other richly bound volumes that were to be theirs if they could only come to a decision, the 20 Books of Knowledge for the children they would certainly have one day, and the 10 Books of Art; but that wasn’t all, for if they said yes tonight and signed the piece of paper, not only would they receive everything just mentioned, but in addition, on top of all the rest, they would be awarded, at absolutely no additional cost, the amazing, incomparable, 52-volume set of the red, faux-leather-bound Harvard Classics!—all of this had become dreadful to me.

It may be hard to believe but I wasn’t aware at the time how dreadful it actually was, that this 32-year-old unremarkable guy, secretly yearning to be remarkable, was about to come crashing down solidly on the floor of his life. That’s what happened, literally.

Some time after I said yes to the elegant, white-haired elder of insurance, and no to the gentleman in the black shirt and checked jacket, I found myself sitting alone at a counter in a coffee shop somewhere on Webster Street in San Francisco, early on a sun-drenched, crystal clear morning, trying to boost myself up to make a warm insurance call at Presbyterian Hospital next door on a doctor who had been referred to me, having a third cup of coffee to get my nerve up, to bolster my complete lack of self-confidence, finding myself in the strange early-morning world of insurance sales rather than the early night of encyclopedia sales that I had grown so perversely accustomed to. Still on straight commission, more visible at this time of day, unable to hide in poetry or my saxophone, and suddenly, just like that, it happened. One moment I was sitting on the stool at the counter and the very next I woke up with my face pressed to the cold hard concrete floor of the coffee shop looking at something that seemed like a guy’s shoes planted directly in front of my face.

I had passed out!

Cold.

And I came face-to-face with that place that I have found myself in too many times in my life where I’ve discovered, to my surprise, that a choice I thought I had already made was really a step toward a collision with the fact that I had not made a choice at all. I had simply done what was apparently next. The choice was still there to be made. And if I made it, the right decision, my life was never going to be the same again.

And that’s when the blessed moment occurred.

Right there on the floor, I came to the realization that I was marking time, that I was living in a closet of my own making, a small, tight, breathless closet called My Life, and I had closed the door behind me, thinking at the time that I was living in the real world.

I was living in a closet and I had just run out of air!

And suddenly, God opened the door!

That’s what it felt like to me. God opened the door and I was called.

Right there on the cold floor in a coffee shop in San Francisco, I was blessed. First I wasn’t, and then I was. Blam. Just like that.


And that’s what set me on fire.

In one moment there was no fire, and in the next moment there was.

In one moment I was burned out, and in the next I was burning up.

They told me at the hospital next door that I had had a panic attack.

Get some rest, they told me.

I didn’t go home to rest. I didn’t need to.

I sold the doctor some insurance instead.

 

It’s been 36 years since I found myself with my face ignominiously pasted to the floor of a coffee shop next to Presbyterian Hospital in San Francisco.

The year was 1968.

Nine years after that, in 1977, I would start the company known today as E-Myth Worldwide.

In another nine years, 1986, I would publish my first E-Myth book.

And it is now 2004, 36 years later, and I’m writing my seventh E-Myth book, the one you’re holding in your hands.

On some level, it is inconceivable to me that the 32-year-old man I was in 1968 could be the man I am today, writing this book.

If I could have told him what was going to happen to his life over the next 36 years, he would have laughed hysterically. He would have thought I was insane.

So what difference does all of this make to you?

I hope a lot. Bear with me.

But let me caution you in advance, that the insight this experience and others like it in my life produced is not science. It’s not earthshaking. It’s not conventional business wisdom or even good religion.

As best I can tell, the essence of the inconceivable turns my life has taken over the past 36 years is this: I’ve been blessed, then on fire, then I acted.

 

I had the good fortune not too long ago to talk with a rabbi who had read one of my books and was inspired by it. We talked about Judaism and miracles. He offered many, many examples of how the miracles spoken of in the Bible are not just biblical in nature, but happening around us every single day. Our problem, he said, is that we just don’t see them for what they are. He went on to add, “If the Messiah were to appear on 42nd Street in New York City tomorrow in the plain light of day, it’s probable that only a handful of people would even see him! And everyone else would think he was mad!” The rabbi said to me, “I have come to think that the Red Sea has parted for each and every one of us in our own singularly unique and miraculously unpredictable way, over and over and over again. The tragedy is we don’t see it.


“If we saw it, our lives would be transformed.”

Miracles happen, the blessing comes, the Red Sea parts, but then it’s up to us. Are we ready to see it, are we moved by what just happened, are we open to the possibility, are we ready to catch on fire?

If not—and my life has shown me in countless, tragic ways how often I’m not open, not available, not willing to let go and jump—nothing will happen except more of the same. We’ll continue to sell our metaphorical encyclopedias. We’ll just drag our weary butts up off the coffeehouse floor and go back to doing it, doing it, doing it some more. The insufferably walking dead, shuffle, shuffle, shuffle, in a small, airless closet we call Life.

Being available. That changes everything.

For whatever reason, and I find it hard to explain, I have seen in my life that there’s some part of me that’s also been sufficiently available. Even when I felt like the walking dead. When the fire had all but died out, almost to the point of being completely extinguished, and my body and spirit were dry, dry, dry. When the absence of my own spark, my own sizzle, brought a lassitude, a dread, and the sallow, soul-sucking clamp of hopelessness.

Somehow, when I’m available to the miracles, to catch the fire when it inevitably returns, everything changes. None of this, not the miracles or the fire, are of my own doing.

I can’t take credit for any of it. I don’t have the ability to light my own fire. No matter how many times I’ve tried, no matter how much I have attempted to manipulate my feelings, nothing, no motivation or inspiration, no cosmological or earthly razzmatazz has had any impact on my being.

For me, success, forward movement, improvement has been about being open to enough or available to receive a sufficient number of the blessings or miracles that have naturally come my way.

That’s when the fire returns.

And then it’s my job. I need to act.

After the blessing, after the fire, I need to act.

And the action, I’ve also discovered, is more than the physical doing of something. Much more. It’s first and foremost the mental doing of something. Magic, that’s what it feels like to me, starts in my mind before it ever moves my body. Thought begins, sometimes out of the blue, sometimes as a result of something I see or hear. And then the words begin to go together, and a poem comes out, or a song, or a title for a book, or a new idea for the business, it could be anything. If I start moving before I start dreaming, which is what I call thinking without a clear, identifiable purpose, I lose it, more often than not.

The blessing produces the fire which produces the impetus for the action, first in my mind, as an amorphous idea, then as an idea that takes shape as I express it, share about it, write about it, and ultimately make it happen.

And when the thing that I’m doing meets the world as it is, and that meeting makes sense to both me and the world, there is an organic, sympathetic connection made that moves everything around me forward. That’s when what I’m doing takes on an even bigger, more purposeful form that no one could have anticipated at the outset.

That’s Magic.

I just love when that happens!

When I’m available to blessings and the fire they ignite, Life is Magic.

 

Come back with me to the coffee shop, and then move forward seven years. The year is 1975. A close friend of mine who owned a boutique advertising agency in Silicon Valley asked me to visit a small, high-tech, start-up business client of his. My friend thought I might be able to help his client. I had no idea how. “I don’t know anything about business,” I said. “Don’t worry,” my friend Ace said, “you know more than you think you do.” I went. The client, I’ll call him Bob, asked me what I knew about his business. I said, “Nothing, Bob.” And I meant it. He said, “Well, what do you know about our products.” I said, “Same, Bob, nothing.” He said, “So, Michael, if you don’t know anything about my business, and you don’t know anything about my products, how can you possibly help me?” I said, “I don’t know, Bob. But Ace thinks I can, and since he’s left us here with an hour to kill, why don’t we find out?”

So that’s what we did. I started the meeting with two assumptions. The first was that I didn’t know anything about business. The second was that since Bob owned one, he did. The conversation proved me wrong on both counts.

What I discovered in that meeting was that I knew that selling is a system.

What I discovered that Bob didn’t know was just about everything except his product. He was a high-tech wizard. Unfortunately for Bob, it wasn’t enough.

Every question I asked him produced an approximation or an anecdotal response.

I was astonished. And excited.

Here I was in a completely foreign world, a world Bob created, and he didn’t have a clue what he was doing!

Fortunately for me, I found myself in a new profession and, though I didn’t know it at the time, face-to-face with my calling.

I began working with Bob, building his selling system, watching it produce results, working with another of Ace’s clients, and then another. While I was experiencing success, I was also trying to make sense of something that was deeply puzzling to me. Everyplace I went, the business was in chaos. Nothing seemed to work like it was supposed to.

And there I was, with absolutely no experience running a business, no knowledge about business, no interest in business, and yet I was producing results that astonished my clients. How could this be? What was really going on?

What blessing was about to unfold, what secret was about to reveal itself as I rummaged around in this increasingly strange world looking for a holy grail that had only in the last minute and a half of my discordant life become of interest to me?

And then I walked into McDonald’s.

I’ve got to be kidding, right?

McDonald’s? The Golden Arches? Is this what this philosophical rambling is coming down to: finding salvation at the altar of a hamburger stand!

Well, I hate to admit it, but yes.

That’s how ordinary a guy I really am.

I am impressed by the seemingly ordinary things that surround us. I can’t help myself.

McDonald’s that day, for me, was exactly the parting of the Red Sea.

I was about to see the world, for the very first time, in a way I had not seen it before.

One moment I was doing it, doing it, doing it. The next moment I was enlightened!

Now here’s the thing.

If you take what I’m about to tell you with a grain of salt, you will fail the blessing test miserably. And your life will be a living tragedy. The metaphorical encyclopedias you are selling today will drive you to drink. The bones of your spiritual body will one day be used to conduct experiments to discover what it was about you that led you to close the closet door of your life, from the inside, and then drive 16 penny nails through the door into the door frame to keep your spirit locked away forever.

I was a witness to the miracle of McDonald’s.

What came to me at that moment was that McDonald’s was far more than just a hamburger stand and far more than just a business. What came to me was that McDonald’s was a metaphor for the world. That the world—any world—could be organized into any damn thing I could imagine wanting it to be. When that happened, by what appeared to be simply an accident of need, I was ready. The Spirit called and it connected with the spirit in me.

There is a logic to the Universe, the Spirit said.

And all you’ve got to do is see it.


 

Ray Kroc, the founder of McDonald’s, has had a profound impact on my life and I never met him.

But, frankly, I didn’t need to. It was enough that I knew we were kindred spirits.

The blessing came to Ray Kroc. The fire. He turned it into action.

The mental model of McDonald’s went beyond the passion, but if it weren’t for the passion, it wouldn’t have mattered.

Ray Kroc’s genius was his ability to see the simple in the complex. To turn the ordinary into the extraordinary, to produce incredible results with the blessing he was given when, at the age of 52, as a malted milk machine salesman, he walked into McDonald’s to sell the McDonald brothers a multi-mixer malted milk machine.

The genius of Ray Kroc is that he lived his life like a little boy.

Little boys play.

Ray Kroc played.

Little boys are moved by the most ordinary things.

Ray Kroc was moved by ordinary things.

Little boys get lost in dreaming all the time, only to find themselves in strange places.

Ray Kroc got lost in his dreams and found himself in strange places. Can’t we stop the French fries from falling on the floor? Can’t the hamburger bun be more perfect? Can’t we deliver the food as soon as the customer asks for it?

There’s got to be a way, Ray Kroc said.

There’s got to be something miraculous hiding in here, said Ray Kroc, looking at any ordinary problem. There’s just got to, he would say.

And that’s what this book is about.

The miracle of magic, the magic of miracles, the inspiration that brings the fire roaring down the spiritual hill, to arrive blazing at one’s feet, to lift us up to the top again, full of passion, enflamed with purpose, electrified by the wonder of it all.

Let’s go there together.

Michael Gerber
 Petaluma, California
 July 15, 2004









INTRODUCTION


“Recognized geniuses may be rare, but genius resides within all of us. There’s no such things as ‘luck’ or ‘accident’ in this cosmos; and not only is everything connected to everything else, no one is excluded from the universe—we’re all members. Consciousness, like physicality, is a universal quality; because genius is a characteristic of consciousness, genius is also universal.

It follows that that which is universal is available to each and every person.”

From Power Vs. Force by
 David R. Hawkins, M.D., Ph.D.




We’re about to go on an adventure, you and I.

An entrepreneurial adventure.

Whether you’re an independent business owner or a franchisee, whether you are self-employed and work out of your home, whether you manage a department, a division, any size organization at all, or whether you’re thinking of starting a business of your own, this book will provide you with the insight and understanding, the rules, disciplines, mind-set, and perspective necessary to build a World Class Company.

Whether that company is a Company of One or a Company of 3,000 is unimportant. That you are determined to do what you intend to do in a world class way is all that matters.

Over the past 27 years, having consulted more than 30,000 E-Myth Mastery business clients, both large and small, throughout the world, the people at my company and I have come to recognize that all successful businesses operate in accordance with the principles, practices, and disciplines you will find in this book. No matter what the industry, no matter the size of the company, no matter what the personal preferences of the owner might be. As Gertrude Stein, the poet, might have said if she were talking about a business instead of a rose: “A business is a business is a business.”


When our clients have honored the universal rules of the game, their businesses have soared and prospered.

When they haven’t, or when they fought it tooth and nail, their businesses have struggled and sputtered aimlessly, never providing the owner with the lush gifts that could have been conferred upon him.

And those lush gifts are a spectacle to behold!

Nothing in my life has been more rewarding than experiencing firsthand what can happen when a small business owner, supported by her E-Myth Mastery Coach, the E-Myth point of view, and the E-Myth Mastery Program material, devotes herself with unremitting advocacy, evangelism, and dedication to the entrepreneurial perspective, passion, purpose and practice described in this book.

Their experience, time after time, flies in the face of the conventional wisdom about entrepreneurs:


[image: image] That entrepreneurs are born, not made

[image: image] That very few people have that unique entrepreneurial quality

[image: image] That entrepreneurship is an art, not a science



To be blunt, the clients I’m talking about didn’t have a clue, when we met them, how to grow their company into a flourishing enterprise, but were able, over time, to break through the barriers of their own resistance to become true entrepreneurs.

A World Class Company has been the inevitable result of those break throughs.

As a result of these experiences, I’ve come to the conclusion that each of us is born with the inherent impulse, a creative center, which, when cultivated through disciplined learning and practice, can produce works in the world that defy the imagination. Entrepreneurial works. Works of the entrepreneurial kind.

And it all starts with a passionate commitment to that which is entrepreneurial.

This book is intended as a guide to take you into this stunningly imaginative, albeit highly demanding, world. To provide you with the tools, the ideas, the energy, the insight, the methods, the systems, and the inspiration you will need to integrate everything I am about to share with you in everything you do in order to make entrepreneurship a way of life for you and the people in your company.

In fact, entrepreneurship, once discovered, is a way of life.


That once entrepreneurship is alive and well in you, in form and in substance, the power of it, the unending power and passion of it will never let you rest.

Once you open the doors to the creative entrepreneurial energy within you, it just keeps rolling out, in continuous joy, misery, joy, joy, misery, joy, joy, joy.

 

For almost three decades at E-Myth Worldwide, we have been helping our clients open those doors. Inspiring, teaching, coaching, supporting, and training thousands of owners and managers throughout the world to utilize the system of business development processes we call the E-Myth Mastery Program. The E-Myth Mastery Program was designed to cultivate our clients’ inherent, God-given entrepreneurial gifts through a rigorous process of entrepreneurial skill development. The skills that are essential to the creation of a World Class Company, an entrepreneurial company.

What is an entrepreneurial company? It is a company where the entrepreneurial consciousness is alive in all of its people.

And when I say all of its people, I mean it.

I mean the busboys, the waiters, the salespeople, the clerks. The person at the front desk. The accounts receivable person. The person entering data, and the person analyzing the data she entered. The person consulting with a client, as well as the janitor cleaning up the office at night. I mean the guy blowing the leaves off the lawn and the window washer. The chimney sweep and the roofer. The framer and the plumber and the electrician and the mechanic. The pool guy, and the truck driver who delivered his supplies. I mean the cook in a fast-food restaurant, and the person who manages him, as well as the person who manages the manager.

Everybody in a company must be entrepreneurial for a company to come alive as only an entrepreneurial company can.

Because each and every single one of your people conspires to make your company great or not. And greatness is achieved only when the entrepreneurial leadership in your company is passionately committed to inspiring every one of your people to plumb their entrepreneurial depths. In such a company, each person is expected to hold herself personally responsible for discovering, exploring, and expressing her own unique entrepreneurial nature in everything she does. In such a company, it is a steadfast mind-set that each of us possesses the gift to create. Not just for the company, mind you. But for our own personal growth and fulfillment as “owners” of our job here on earth: to be fully human, to participate in a team of people, each of whom inside their most private heart is seeking more than a life of simply getting by. People thrive by bringing alive their own personal brand of creativity in everything they do. Creativity, our God-given gift, is the calling of the entrepreneurial soul within each of us.

So it is a fundamental premise of this book that every single, solitary person on this earth, no matter what his job might be, or what his experience has been, can discover within himself the brilliance, the genius, the captivating and captivated soul of an entrepreneur, once he knows where to look.

Not just to create a great company, but to create a great life.

It is my deepest wish in this book to help you to look for that genius within you, and to teach you how to bring it out in all the people you touch.

To discover that stunningly alive, passionate, entrepreneurial soul just dying to come out, to be of purpose, to ply her miraculous trade, to explore the endless opportunities that abide in the world, to color the world lavishly from a palette of her own choosing. Or, if you have already come out only to be met with devastating resistance, and shrunk back to where it is safe, I want to help you leave that experience behind, to learn how to suffer failure with good grace, and to trust that there is a better way to fulfill your creative genius through the work you do and the results you create. I want to help you to see that, despite what might be your experiences to the contrary, the very world you live in is a world where creativity is honored, respected, nourished, yes, even loved, and that you already have everything it takes to live in that world.

Providing you’re willing to learn how.

This book will reveal to you, in nourishing detail, the entrepreneurial method that anyone can learn in order to become a true entrepreneur. This method is a system of practices we have invented over the 27 years since I founded E-Myth Worldwide in 1977. This method was created, and continues to be re-created, through intense investigation, application and continuous improvement in the tens of thousands of small businesses we have been invited into. These practices touch upon all of the many things you will be called upon to do in the creation of your World Class Company. Though your business may be very small, the job of an entrepreneur is very, very big. There are so many facets to it.

 

This book is organized into two parts, The E-Myth Entrepreneur and The Seven Essential Disciplines. While every sentence, every page, of this book is about you and your skill development, Part One covers the life skills that are necessary for an entrepreneur’s creative expression, and Part Two covers the business skills that are necessary to become the entrepreneurial leader of your company. Let’s take a brief look at each part.

Part One of this book is about overcoming the real obstacles to building a World Class Company. Not the obstacles on the outside, mind you. Not the people you need to inspire who frustrate your every attempt to win their hearts and minds. Not the sources of capital that seem so difficult to convince to lend you the money you need to grow. Not the competition that is intent on eating you alive, or the fickle marketplace that relentlessly tests your marketing mettle to the max. Not the government that regulates you on every front and at every turn. As important as all of these obstacles are, Part One is not about any of that. It is about the obstacles inside, the only ones that have the power to prevent you from seeing your entrepreneurial commitment through to the end.

I’m talking about the emotional obstacles, the fluctuation of your energy, the loss of will, of vision, of conviction. The obstacles that are caused by your disconnection from your own life force, upon which the life of your company ultimately depends. The life force called Passion. Part One is first about passion, what it is, how you experience it, how it can consume you or, when seen for what it is, liberate you to pursue the path of the impossible as every entrepreneur is called to do.

What happens when you’re overwhelmed by the necessity of doing more than you are humanly able or willing to do, when your very life and the life of your business depend upon your rising to the occasion one more time?

What happens inside of you when there’s simply no more juice to fuel your day, when the doubts about your own ability to do what needs to be done are all you can see?

My objective in Part One is to speak to your entrepreneurial soul, to pursue these questions, to call your soul out in blazing, living color, to create the fuel you will need to build your World Class Company by enabling you to see clearly the mechanism by which you can inspire yourself when you’re least emotionally available to be inspired.

Part Two of the book, on the other hand, is organized around Seven Essential Disciplines of business: Leadership, Marketing, Finance, Management, Client Fulfillment, Lead Generation, and Lead Conversion. Each chapter is devoted to one of the seven essential disciplines, and is designed to provide you not only with an understanding of the passion and sense of purpose essential to integrating that discipline into your life, your people, and your company, but also with a blueprint for the practice of each discipline, including a selection of the processes from the E-Myth Mastery Program. For you to become transformed into the entrepreneur you were meant to be, you must become a leader with passion and purpose, one who is committed to practicing the seven essential disciplines.

Part Two, then, is about entrepreneurial leadership. It is through leadership that an entrepreneur converts his vision into reality. It is through leadership that an entrepreneur moves people around him toward their own higher vision. It is through leadership that an entrepreneur inspires sources of capital to provide him with the money he needs to realize his vision. It is through leadership that an entrepreneur differentiates his company, distinguishes it as world class, and attracts the market to it. It is through leadership that an entrepreneur truly experiences the height of his creative power.

In Part Two, I will teach you how to lead by sharing with you some of the key processes inherent in the seven essential disciplines. Through the practice of these processes, you will come to understand what it truly means to lead, to move people and resources toward the development of a World Class Company.

 

As a reader of E-Myth Mastery, you are invited to register on our E-Myth Mastery website, www.emythmastery.com. There we will provide you with countless special opportunities for education, training, and coaching in the seven essential disciplines should you feel the need for it, as Sarah in this book did, and still does, and as our many thousands of small business clients have and continue to do.

As an E-Myth Mastery reader you will also find on www.emythmastery.com the worksheets you will need to help you complete the E-Myth Mastery processes that are included here in each of the seven essential disciplines in Part Two of this book. Registration on our website will additionally provide you with access to special offers for selected products and services from E-Myth Worldwide, all designed to assist you and your people to develop the skills, disciplines and practices necessary for building your World Class Company.

You will also find at www.emythmastery.com a sample of Letters from an E-Myth Coach, stunning examples of actual implementation of E-Myth processes in real client companies. These letters were written by a Senior E-Myth Coach, Tom Bardeen, an extraordinary man and mentor for the hundreds of small business E-Myth clients he has worked with over the past 10 years. Every week, at 6 A.M. on Saturday morning, Tom sits down to write his clients a letter covering one or more of the seven essential disciplines comprising E-Myth Mastery. These letters provide detailed illustrations of work done by Tom’s wonderfully committed E-Myth Mastery clients to develop systems customized to their needs, using some of the very same tools you will be provided in this book. It is our hope that these examples make this book come alive for you in a very tangible way, with the result that your business becomes one that serves your life rather than consumes your life, as so many small businesses unfortunately do.

It’s a good idea to register on www.emythmastery.com now, while it’s fresh in your mind.

A NOTE OF APPRECIATION TO SARAH

As Sarah and I reengaged in dialogues about herself and her business, after a 10-year hiatus, she came to the realization that just wanting to bring the entrepreneurial spirit alive in her small business was not enough. She had to face the question that every small business owner must face: “Am I up to it?” Up to what, of course, is the serious question that’s unanswerable at the outset of any journey. That’s why it is such a complex dilemma. How to commit to something without a true understanding of what it will demand of you or whether you’ll be up to the task? Sarah and I came face-to-face with that question, over and over again. How can I know, Sarah would ask, if I have never done it before? You can’t, I would say to Sarah, over and over again. But that shouldn’t stop you.

Trust is so important and Sarah gave me hers. Dear, courageous, thoughtful, determined Sarah. The woman she is came through every single time. She wished to know the truth and dedicated herself to it and her transformation as much as anyone I have ever had the pleasure to experience. Sarah was, and is, a wonder.

She would find herself completely overwhelmed by her ignorance, and suddenly break through to crystalline clarity. She would find herself completely determined to overcome some obstacle, only to discover, with a charming laugh that would burst forth from her at those moments, that she was the only obstacle. Time and time again she was reminded that if she could just let go of the obstacle of need, the obstacle of want, the obstacle of lust for a solution to feed her lust for control, love, always there underneath, was waiting to transform her, waiting to accept and to receive her. Sarah is a lesson for us all. If the entrepreneur is waiting within you, then Sarah will teach you in the following pages how she discovered the entrepreneur in her, and how stunningly alive that process can be for you as well. Sarah has been a gift to me. I feel so grateful to be able to share her with you.

 

Every World Class Company, every company marching to the tune of entrepreneurial wisdom and magic, must continually learn to reinvent itself. And with it, its people. And with its people, the place that it holds in the heart and mind of the world.

As Ray Kroc did at McDonald’s, over and over again.

As Fred Smith did at Federal Express, again and again.

As Larry Page and Sergey Brin are doing at Google as we speak.

With every epiphany, with every new possibility they never saw before that moment, with every change they made, with every result that was successfully executed on behalf of the customer, life became infused with more passion and a deeper sense of purpose.

More than you can possibly imagine!

Welcome to E-Myth Mastery. And to the world of the entrepreneur.









PART ONE


THE E-MYTH ENTREPRENEUR










Epigram
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“Given the right circumstances, from no more than dreams, determination, and the liberty to try, quite ordinary people consistently do extraordinary things.”

From Birth of the Chaordic Age, by Dee Hock



World class” is defined by Webster’s dictionary as “being of the highest caliber in the world.”

When you see a world class car, you know it instantly.

When you hear a world class musician, you know her instantly.

When you see a world class athlete, you know him instantly.

So it is with a World Class Company. There is absolutely no doubt.

The World Class Company looks, feels, and performs better than any other.

This book is about how to build one.

This book is not about survival.

It is not about getting through the day.

It is not about maintenance or eliminating frustrations or solving the day-to-day problems that make up the ordinary day-to-day experience of an ordinary person in an ordinary kind of company.


This book is about the extraordinary.

If you’re committed to the extraordinary, read on.

The first and most important commitment to the extraordinary is personal. A true E-Myth entrepreneur on her way to building a World Class Company is committed to seeing herself as she really is, as opposed to how she wishes she were. To seeing the fears that inhibit her, the passions that consume her, the passivity that rules her, the things she avoids doing as much as the things she insists upon doing, the barriers to growth that keep her from growing and, as certainly, keep her company from growing. An E-Myth entrepreneur is also committed to understanding her gifts, all of the wonderful characteristics that live inside of her, whatever they may be, beyond the optimism, focused passion, willingness to take risks, perseverance, and discipline that are common to all. In short, to achieve Mastery one must achieve Clarity. And to achieve clarity, most often requires an outside influence, someone who can pull you out of yourself so that you can more readily see yourself, someone who can challenge your assumptions, your beliefs, the habits that determine what you do in reaction to what happens to you, the opinions you hold, the walls you set up to keep your life comfortable, unthreatened, unchallenged. It is hard to see ourselves without the eyes of another. A coach, a confidant, a mentor, a teacher. No world class entrepreneur has ever done anything on her own. She always surrounds herself with people who know more than she does, with people who are as good at what they do as she is at what she does, people who are committed to her growth and her vision, people who are inspired and inspiring, people who are so committed to engaging with life in a world class way that they never let the people who depend upon them play anything less than a world class game, people who are trustworthy and demand the same from the people they serve, people who accept nothing less than optimal results.

Building a World Class Company calls for a world class commitment to your own personal growth.
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CHAPTER ONE

The E-Myth Point of View
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“Begin as creation, become a creator.
 Never wait at a barrier.
 In this kitchen stocked with fresh food,
 Why sit content with a cup of warm water?”

From Unseen Rain, Quatrains of RUMI
 by John Moyne and Coleman Barks




And now we begin our journey together to find the entrepreneur, who he is, how he thinks, what he does, how he does it, how he moves mountains to make his dreams come true. Mountains on the inside of him, and mountains on the outside of him. Mountains of his imagination, and mountains with a stark overwhelming reality to them. What do mountains ask of the one who is determined to climb them? What preparation is in order? What role does your guide play in all this? How strong of mind and spirit does the one who would climb mountains truly need to be? You and I are going to ask all of these questions, over and over again. We will answer them, and then throw away those answers. We will discuss the harsh reality of them, and you will begin to understand them to be metaphors for something even bigger than the mountains we have set out to climb. Much bigger.

Tragically, few of the people who start their own business think like entrepreneurs, act like entrepreneurs, dream like entrepreneurs, or succeed and fail like entrepreneurs. Even more tragically, this is a crime against their very own nature. Most small business owners spend their entire small business journey in the foothills without ever starting to climb. And what’s worse, they never realize what they’ve done.


By the time we’re done with our journey, you will have learned, through your own experience, not only what entrepreneurship is, but what it is to you, what it is for you to take on the mantle of a true entrepreneur by doing work only true entrepreneurs do.

You will learn how to build a World Class Company.

You will learn how to create the extraordinary.

You will learn how to find magic inside of yourself, the kind entrepreneurs are famous for, and how to tempt it out. And then, how to be gentle with it, love it, nurture it, play with it, coerce it, cajole it, massage it, console it, cry with it, and be firm with it.

All of this, dear reader, you have inside of you. No matter who you think you are, no matter how you think you ought to think, this book can provide you with a completely new perspective on your life, and the business or businesses you create as you live it.

You will discover that entrepreneurship is not a trait, quality, or characteristic possessed by a rare and special few. It belongs to each and every one of us. It lives inside us all. It is a legacy, a birthright, which we are free to nourish or ignore, to claim or reject, to pursue or avoid, to develop or not, so help us God.

Entrepreneurship is, first of all, the power to create.

 

But creation is not something that you do.

Creation is something that is done through you.

Creation is like music. My saxophone teacher, Merle Johnston, used to say to me, “Michael, you don’t make music. Music finds you. Your job is to practice to get yourself ready.”

Likewise, your job is not to become an entrepreneur. It is not to create.

Your job is to commit to the process of becoming an entrepreneur and then to practice what entrepreneurs do so that entrepreneurship can find you when you’ve practiced enough to be ready.

Commitment and practice. Commitment and practice.

Because, just as I found the power to create music through the practice of music, you can find the power to create a World Class Company through the practice of entrepreneurship.

Understand, the power to create a World Class Company doesn’t come from the practice. It comes from deep down within you. It’s a calling, a potentiality; it’s ineffable, unexplainable, and enormously exciting. It comes from your connection to your passion. Practice, I believe, is your signal to the power—to the passion—that you have taken it seriously. That you are committed. That you are earnest about the gift the passion will bestow on you. How do you know it will? Commit and you’ll discover the trust over time. And even when you’re completely unsure, as I’m certain many of you reading this are, even as I’m speaking to you, there’s a knowingness in you, isn’t there? That somehow you just know that entrepreneurship is your calling.

Unfortunately, the calling is insufficient on its own. Unless you commit to the practice of entrepreneurship, unless you get down to the study and the form and the skill-set of entrepreneurship, it is most likely that your entrepreneurial calling will turn into a nightmare of unbelievable proportions. You will be completely unprepared for what you are called to do.

I know. Because I’ve lived through that nightmare. I know because the coaches in my company have lived through countless nightmares with their clients. Nightmares about running out of money. Nightmares about losing an absolutely essential account. Nightmares about losing their marriage, or a significant relationship, or their kids, about not knowing what to do next as a catastrophe sits there on their doorstep just waiting to happen. I know about nightmares. And I know the toll they take on people who have been taken by the impulse to start a small business only to find out too late that they were completely unprepared for what it demanded of them. Nightmares are sweaty, painful, fearful, monstrous. They take your breath away. They put a bleak, flat, and hopeless face on reality that destroys any urge we might have had to create, to build a successful business.

That’s why this book is so important to me. The terrible truth is that small businesses are killing most of the people who create and operate them. We all know the statistics. Most small businesses fail. And the vast majority of the rest are just dying a slow death. And it doesn’t have to be that way. First, you need a different perspective.

What we call the E-Myth point of view.

 

If you’ve already read one of my E-Myth books, you probably have already verified in your experience what I’m about to share with you.

If this book is your first E-Myth experience, then it’s important for you to know that the E-Myth point of view is the foundation for everything else in this book.

The E-Myth point of view is the essence of E-Myth Mastery.

It is the foundation for building a World Class Company.

The E-Myth point of view explains why most small businesses fail, and what the most successful ones do.

 

The E-Myth is the entrepreneurial myth.

The E-Myth says that most businesses fail because they are not founded by entrepreneurs, but by technicians, suffering from “an entrepreneurial seizure.”



[image: image] A carpenter finds herself possessed by the urge to start her own business, becomes a contractor, and then goes to work, doing it, doing it, doing it.

[image: image] A hair stylist finds herself compelled to start her own business, opens a hair salon, and then goes to work, doing it, doing it, doing it.

[image: image] An attorney finds himself possessed by the need to start his own business, forms his own law practice, and then goes to work, doing it, doing it, doing it.

[image: image] A cook is taken by the impulse to start his own business, opens his own restaurant, and then goes to work, doing it, doing it, doing it.



The E-Myth says that all of these technicians, anyone who does technical work of whatever kind, make the same, fatal assumption: that because they understand how to do the technical work of their business—building a house, cutting hair, practicing law, cooking food—they understand how to build a business that does that work.

Untrue, says the E-Myth.

Untrue, untrue, untrue.

The truth is that knowing how to do the work of a business has nothing to do with building a business that works.

Failing to understand and appreciate, deeply, the difference between an entrepreneurial perspective and the perspective of a technician suffering from an entrepreneurial seizure is almost sure to be catastrophic for anyone starting her own business.

The result of that failure is predictable and verifiable by anyone interested in looking into it.

Let’s look at the difference between the two. Between the technician’s point of view and the entrepreneur’s.

The technician builds a business that depends upon him, around his skills, his talent, his interests, and his predispositions. He devotes his time, his energy, and his life working for a living, albeit self-employed. In the end, there is little equity to show for the investment of his time. At the beginning, he bought a job. In the end, if he’s lucky, he sells the job to a person who acquires it for little more than break-even, but most often at a net loss. The most a technician can show for the time he spent in his business is the income he earned, the feeling he had of being “independent,” and whatever few assets he may have acquired with the income he earned over the time he was in business.

The entrepreneur, on the other hand, builds an enterprise that liberates her, creates endless amounts of energy, and increases her financial, emotional, and mental capital exponentially. In the end, there is significant equity to show for her investment. The enterprise runs itself in the hands of professional management. It has real value in the world. The entrepreneur is now free to invest what she’s learned in another enterprise, depending upon what she wishes to do with the rest of her life. In any event, she has learned how to grow an organization, how to utilize her creativity in the real world, how to expand her reach, and how to add value to many people, all while creating income that she no longer has to “work” for, not to mention an estate for herself and the people she loves.

Same amount of time invested, significantly different return on investment.

The technician goes to work in his business.

The entrepreneur goes to work on his business.

The entrepreneur creates an enterprise, like Starbucks or Wal-Mart or Google.com.

The technician creates a job in a business of his own, like Jerry’s Cleaners or Peggy’s Diner or Dr. Kaplan’s Chiropractic Clinic.

The result, in both cases, is predictable.

In the beginning, Sam Walton of Wal-Mart took on what would seem to be, on the surface of it, an enormous risk. In the end, he left a multibillion-dollar legacy. You know it today as one of the largest companies in the world.

On the very first day of Peggy’s Diner, Peggy was doing pretty much the same thing she would be doing years later: waiting on tables, cooking meals, making ends meet. The only difference was she was older at the end and had a hell of a lot less time and energy left. In the end, she had debts to pay off. You’ve never heard of Peggy’s Diner.

Sam Walton started his company the same year Peggy started hers.

Think about it.

The very same year that Sam Walton started Wal-Mart, Peggy started Peggy’s Diner.

What a difference though!

Sam Walton was a true entrepreneur, one of the best ever. Peggy was a technician suffering from an entrepreneurial seizure. One of so many.

Same amount of time invested, significantly different return on their investment.

Knowing what you know right now, who took the bigger risk, Sam Walton or Peggy?

 

But wait, you say, where is it written that everybody has to want to build a big business?


It isn’t, and they don’t.

And that’s not the point.

It’s not big that’s important here, it’s better.

There’s nothing wrong with building a small business. There’s nothing wrong with Jerry or Peggy or Dr. Kaplan.

It’s just that what they did could have been so much better!

They could only see what they could see.

And it’s what they couldn’t see, and what Sam Walton could, that moved them to invest so much for so little.

It’s that they missed a huge, palpable something that could have altered their entire life’s experience. They could have had a completely different life, a life that was richer, more zestful, less stressful, more productive, more contributing to everyone around them they knew, and so many people they didn’t know, if they had only known where and how to look.

Not by creating a big company. Not by thinking bigger, or by being more ambitious, smarter, feeling more deserving.

But by understanding this simple distinction: that there’s a profound difference between working in a business of your own, like a technician does, and working on a business of your own, like an entrepreneur does. And the distinction is of such life-changing proportions, that I’ll say it again.

Most people who start a small business are technicians, moved by an all too short-lived entrepreneurial seizure. Because of the way they think about their relationship to their business, through no fault of their own, owning a business is nothing more than trading one job—working for someone else—for another job—working for themselves.

The technician goes to work in his business, doing everything he can possibly do to survive. He invests everything he has, and everything he doesn’t yet have—his future, his home, his time, his relationships, his life, his options, everything—to get something he never clearly identifies or defines. He has an approximate vision, a vision of being on his own, a vision of being his own boss, a vision of financial independence, a vision of an idealized lifestyle that he’s heard about in a seminar, or tasted in an infomercial, or read about in a self-help book, or heard about from his uncle, of miracles that happen without risk, without work, not truly knowing what that is, other than a dream of being a hero to his family, to himself, a dream of making it, like all the stories he has read or imagined.

These dreams are almost never realized.

Instead, he ends up putting in enormous amounts of time, of grueling, brain-numbing energy, of money he never earns, because he’s got to take care of all the expenses he never anticipated: the rent, the overhead, the inventory, the people, the government. So that the dinners he hoped to serve, the products he hoped to sell, the services he hoped to deliver, never materialize to the extent he had imagined they would. Owning a small business like this is a hard road to hoe. The magic that shines at the beginning loses its luster long before the end.

It’s like this. When you were working for someone else, it was their payroll that had to be met. Whatever their problem was, you got your check. When it’s your business, you’re the one who’s got to meet payroll. When you can, you’re often left feeling like your people haven’t earned it, that they aren’t quite producing the way you hoped. And when you can’t meet your payroll, it’s just plain excruciating, no, humiliating. Whether you have people working for you or not, most of what’s produced in your business is produced by you. And if you’re not producing it, you simply go without. Despite what you thought when you started your own business, you don’t have a lot of options. You can work or not. You can produce or go without. You’re like a straight commission salesperson. Either you get the sale or you don’t. Who pays the price for that? You do, of course. In stress, in anxiety, in depression, in impatience, in over-weight, in illness. Your loved ones also suffer. You just don’t have the time or energy to give your family what you know, in your heart, they not only want from you but deserve.

And what about vacations? The truth for most small business owners is that they don’t take them very often, if at all. That’s fine in the first few years because you’re, understandably, just getting started. And, in the years to follow, there are the obvious questions that can’t be answered: Who’s going to watch the store while you’re gone? Who’s going to take care of the cash? Who’s going to take care of your most important customers when, all the time you’ve been doing it, doing it, doing it, busy, busy, busy, you’re the one who’s taken care of your most important customers. You’re the one they’ve grown to count on. You’re the one who’s been making the promises and keeping them. Isn’t that how you planned it when you built your business around yourself and your own ability to perform? It seemed like a good idea at the time. Did you really have any choice? You know there is no one you can really trust. So taking off from the business is out of the question. It’s like turning over your bank account to a complete stranger, for goodness’ sake! Can I do it? What if I make a mistake? What if I trust someone to take care of my business, and discover, after spending all that money, he screws it up! “Then what?” has dashed more thoughts of time off than you would possibly imagine. Because “Then what?,” most small business owners will tell you, is worse than you can possibly imagine.


So is it any surprise, with a situation this tenuous, that the bank doesn’t want to give you any money? Is it any surprise that your suppliers want cash on delivery? Is it any wonder that you can find yourself with no dial tone if you don’t pay your telephone bill on time? Is it any wonder that the IRS and the state taxing authority will come down on you like a ton of bricks if you don’t pay your payroll taxes? Do they know something you don’t? Well, actually not. They’re just ramming it home. Who knows when a small business is going to have its last gasp? It could be at any moment. And, unfortunately, it often is. Tens of thousands of small businesses close their doors around the world every single day. Sound dismal? Well, it is. More dismal than most will admit. They don’t call it sweat equity for nothing. And when it’s all said and done, a small business owner has little left to show for it other than the sweat.

As a result, most small business owners get to the point in their business, as the world changes around them, as new businesses move into the neighborhood, as new business owners, with the optimism you once had, join the game, where they just give up. You might tell yourself that you’re maturing and developing wisdom, but it























OEBPS/Images/216.gif
“Maximum Cash”

UNLEASHING THE CASH POWER IN YOUR BUSINESS

There are six rules for increasing your cash power:
1. Decrease assets

Cash management is 2. Increase liabilities or capital
the process of
NI ) 3. Increase revenues
eliminating excess (idle)
::sr; gziu;szinl?s eth:: 4. Decrease cash ejx-penses Benchmarkstior
the cash within your 5 ImproYe proéuct|V|ty . § Maximizing
business. Cash takes 6. Optimize timing of receipts and disbursements Your Cash
two forms: stocks and Always, always considerthe impact on your business )
flows. of decl:reasing assets or increa§ing liabilities; the 'cash e Identify Where
“Stocks” of cash are beveﬂts may not be worth 'the impact on the business Cash Is “Hiding” in
recorded on  your orits customers and suppliers. Your Business
balance sheet — Make your accountant yourally. He can help you find
accounts  receivable, ways to increase your cash power if he knows thats . ~N
accounts payable, what you want. [ Decide How You ll
inventories, equipment, Increase Your Cash ‘
facilities, real estate, ° L Power )
investments, and debts. : I
They re “pools” of cash ° Ve N
waiting to be tapped if . Implement

you know how. secccccccccccc) Changes and Monitor

L Cash Closely )
“Flows” of cash through el
your business are .
shown on your income Balance Sheet: “Stocks” of Cash
statement — revenues
and cash expenses (but DEPOSIT | ACCOUNTS |INVENTORIES EQUIPMENT & ACCOUNTS DEBTS
et nEn-eee ACCOUNTS | RECEIVABLE | (decrease) | FACILITIES | PAYABLE (increase)
" (decrease) (decrease) (decrease) (increase)
expenditures). Theyre

the result of the
productivity of your o (@ JJ Jj n ,/"JJ JJ
people, systems, and \ Ulm L1 | J y 4

technology.

Casllce=inancal REVENUES CASH | PURCHASING | STAFFING & LABOR BUSINESS
momentum. Its both ‘!he (increase) | EXPENSES | (decrease or (decrease staff SYSTEMS
amount of cash flowing (decrease) | change terms) | or raise productivity) | (raise productivity)
through your business
and the velocity with Business Operations: “Flows” of Cash

which it flows. Anything
that increases cash or
speeds its flow adds to
your cash power.

The arrow-shaped
diagram shows how
various parts of your
business contribute to
your cash power.





OEBPS/Images/213.gif
ALL PRODUCTS

Price per unit $ 30.00

Units sold 25,000

Variable cost per unit| $ 18.00 Percentages Per Unit
SALES REVENUE $ 750,000 100.0% $ 30.00
VARIABLE COSTS 450,000 60.0% & 18.00
CONTRIBUTION $ 300,000 40.0% $ 12.00
FIXED EXPENSES 225,000 30.0% $ 9.00
PROFIT $ 75,000 10.0% [ 3.00

Break-even sales revenue= $ 562,500

Break-even sales units =

18,750

PRODUCT A: OFF-THE-RACK SHIRTS

Price per unit $ 22.50
Units sold 20,000
Variable cost per unit| $ 15.75 Percentages Per Unit
SALES REVENUE $ 450,000 100.0% $ 22,80
VARIABLE COSTS 315,000 70.0% 8 15.75
CONTRIBUTION $ 135,000 30.0% $ 6.75
FIXED EXPENSES 180,000 40.0% $ 9.00
PROFIT $ (45,000) -10.0% B (2.25)

Break-even sales revenue = $ 600,000

Break-even sales units = 26,667
PRODUCT B: UPSCALE SHIRTS

Pries per unit 8 50.00
Units sold 4,000
Variable cost per unit| $ 25.00 Percentages Per Unit
SALES REVENUE $ 200,000 100.0% [ 50.00
VARIABLE COSTS 100,000 50.0% $ 25.00
CONTRIBUTION $ 100,000 50.0% $ 25.00
FIXED EXPENSES 36,000 18.0% $ 800
PROFIT $ 64,000 32.0% $ 16.00

Break-even sales revenue = $ 72,000

Break-even sales units =

1,440

PRODUCT C: CUSTOM-MADE SHIRTS

Price per unit $  100.00

Units sold 1,000

Variable cost per unit| $ 35.00 Percentages Per Unit
SALES REVENUE $ 100,000 100.0% $ 100.00
VARIABLE COSTS 35,000 35.0% $ 35.00
CONTRIBUTION $ 65,000 65.0% $ 65.00
FIXED EXPENSES 9,000 9.0% & 9.00
PROFIT $ 56,000 56.0% $ 56.00

Break-even sales revenue = $ 13,846

Break-even sales units =

138
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Creating a High-Performance Environment

DEVELOPING A CULTURE THAT EMBRACES CHANGE

The hallmark of a high-
performance work envi-
ronment is its ability to
see change as a re-
source, and as an oppor-
tunity to test assumptions
and systems and add to
the collective knowledge.
High-performance cul-
tures perpetuate and
regenerate themselves
with every challenge.

L

Key Points

Change is the one constant for every busi-
ness in today’s global economy, and your
success will depend as much on your ability
to embrace change and use it as a resource
as it will on the production of your product.

Those companies that build high-perfor-
mance work environments by dedicating
themselves to their purpose, creating a
structure that’s uniquely suited to their objec-
tives, and giving their people the tools to get
the results that are expected will create a
“game worth playing” for everyone they
touch. They’ll draw customers, motivate ven-
dors, interest investors, and reassure
lenders with their energy and vitality.

To create a high-performance work envi-
ronment, you have to focus on vision,
structure, and tools. You have to clarify
and integrate your company’s vision into its
daily life, you have to create a structure
that's designed specifically for the results
you want, and you have to give your people
the tools they need to perform their jobs at
the peak of their abilities.

Benchmarks for
Creating a

High-Performance
Environment

Integrate the

Vision

Build the
Structure

Train and Provide

the Tools

Quantify and
Evaluate
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BOTTOM-LINE PRICING GRID

Price per unit S 3000
Per unit Units sold 25,000
information

|Variable cost per unit| § 18,00 | [ Percentages | [_Per unit

SALESREVENUE | § 750,000 1000% |[§ 3000
Condensed | VARIABLE COSTS 450,000 600% ||s 1800 | 1
income CONTRIBUTION | § 300,000 00% |[s 1200 | perunt
taementlFIXED EXPENSES 225,000 300% ||s 900 || nformation

PROFIT $ 75,000 100% |8 3.00

Break-oven sales revenue = § 562,500 Break-even
Break-even sales units = 18,750 mures
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BOTTOM-LINE PRICING GRID

Price per unit § 3000
Units sold 37,500
|Variable cost per unit§ 18.00 | [ Percentages Per Unit
[SALES REVENUE | § 1,125,000 1000% |[6 30.00
VARIABLE COSTS 675,000 600% |Is 18.00
|CONTRIBUTION S 450,000 200% |[s 12.00
FIXED EXPENSES 325,000 289% |Is 8.67
PROFIT § 125,000 1% |5 333

Break-oven sales revenue = § 812,600

Break-even sales units = 27,083
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BOTTOM-LINE PRICING GRID

Price per unit S 3300
Units sold 22,000
Variable cost per unit $ 18.00 | [ Percentages Per Unit
SALES REVENUE 726,000 1000% |[§ 33.00
VARIABLE COSTS 396,000 545% ||s 18.00
CONTRIBUTION $ 330,000 a55% ||s 15.00
FIXED EXPENSES 225,000 31.0% ||s 1023
PROFIT $ 105000 145% |8 477

Break-even sales revenue= § 495,000

Break-even sales units = 15,000
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BOTTOM-LINE PRICING GRID

Price per unit $ 3000
Units sold 25,000
Variable cost per unit § 17.00 | [ percentages Per Unit
SALES REVENUE 750,000 1000% |5 30.00
VARIABLE COSTS 425,000 567% |5 17.00
CONTRIBUTION S 325000 a33% |5 13.00
FIXED EXPENSES 225,000 300% ||s 9.00
PROFIT § 100,000 133% |5 200

Break-oven sales revenue= § 519,231

Break-even sales units = 17,308
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Price per unit $ 3000

Units sold 25,000

|Varlable cost per unit] $ 18.00 | [ Percentages Per Unit
[SALESREVENUE |$ 750,000 1000% |[§ 30.00
VARIABLE COSTS 450,000 600% ||s 18.00
CONTRIBUTION $ 300,000 400% ||s 12.00
FIXED EXPENSES 185,000 247% ||s 7.40
PROFIT $ 115000 153% | 760

Break-oven sales revenue = § 462,500
Break-even sales units = 15,417
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Price per unit $ 2550
Units sold 25,000
Varlable cost per unit § 18.00 | [ Percentages Per Unit
SALES REVENUE 637,500 1000% |5 2550
VARIABLE COSTS 450,000 706% ||s 18.00
CONTRIBUTION S 187,500 29.4% ||s 7.50
FIXED EXPENSES 225,000 353% ||s 9.00
PROFIT S (37,500 59% |5 (1.50)

Break-even sales revenue = § 765,000

Break-even sales units = 30,000
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Financial Strategies to Set You on the Right Path

MAKING EFFECTIVE FINANCIAL DECISIONS TO GET YOUR HOUSE IN ORDER

A small business owner has two sets of financial
objectives related to the business.

The owner’s personal financial objective is to opti-
mize the long-term payout from the business. This
includes the long-term stream of personal income
from salary, benefits, dividends, and other payouts
plus the market value of the business.

The owner’s financial objective as chief executive is
to maximize the value of the company.

Maximizing company value depends on balancing
“money in,” “money out,” and “value added from busi-
ness systems.”

COMPANY
FINANCIAL

MONEY IN MONEY OUT,

VALUE ADDED
from BUSINESS
SYSTEMS

FINANCIAL STRATEGIES
FOR YOUR BUSINESS

The General Strategy:

Maximize Company Value
Supporting Strategies:

Optimize Owner’s Investment
Optimize Revenues
Optimize Borrowing (Leverage)

Maximize Value Added
from Business Systems

Minimize Expenses
Minimize Taxes

Minimize Vulnerability
to “Wild Cards”

Key Points

Company value is dependent primarily on the long-term prof-
itability of the company.

Profit is the difference between revenues and expenses, and
revenues are the result of sales volume and pricing of your
products and services. Pricing is therefore a critical compo-
nent of profitability.

Pricing is both a marketing and a financial function. There is
no foolproof pricing formula that gives you the “right” price for
your products and services. The “bottom-line pricing grid” is
a tool for understanding the dynamics of pricing and the
impact pricing has on company profits.

BOTTOM-LINE PRICING GRID

Price per unit
Units sold
Variable cost per unit

SALES REVENUE
VARIABLE COSTS
CONTRIBUTION
FIXED EXPENSES
PROFIT

Percentages Per Unit

Break-even sales revenue =
Break-even sales units =
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Positioning and Differentiating Your Business

SETTING YOUR BUSINESS APART FROM THE REST

Overview

“Position” is the place your
products/services and your
business occupy in the
minds of your customers
and prospective
customers. It is the general
perception held by their
conscious and
unconscious minds.
“Positioning”is what you
do to intentionally establish
the perceptions you want in
the minds of your
customers and prospective
customers.

This section guides you

through the process of
developing an effective
“Positioning Strategy.”

Based on your Positioning
Strategy, you will then
create a “Unique Selling
Proposition,” or USP.
Finally, you’ll restate
the USP by writing a
“Positioning Statement,”
using more literal terms and
concrete language.

Process for Creating
Your Positioning

Determine General
Classification of Your
Product/Service

Determine Your
Relative Standing

Determine Gratification
Mode and Purchase
Preference
Identify Other
Psychographic
Characteristics

Redefine Your Product

Write Positioning
Strategy

Develop Unique Selling
Proposition

Develop Positioning

Statement

Your product’s “general classification” as perceived by
customers is either a “true” product, when it's one of a
kind or has very little competition; a “commaodity,” when
customers perceive it as just like all the rest; or a
“brand,” when there is substantial competition but your
product is successfully differentiated from the rest.

Your “relative standing” indicates whether your
Positioning Strategy should be:
Prestige identification: positions your products and
business as “the best,” “the most,” “the only”
Preemptive persuasion: positions your products and
business by identifying your product with the desired
emotional gratification
Brand/product imagery: positions your products and
business with images that stimulate favorable
emotions

The “gratification mode” tells you what type of emotional
gratification is best to emphasize in your positioning:

Interpersonal: emphasize personal interactions
Objective: emphasize things, information, systems

Introverted: show you’ve handled the details so
buyers can be free to pursue their ideas

Your positioning should appeal to the “purchase
preference” of your target market: If it is “experimental,”
emphasize the new, the innovative; if “performance,”
emphasize reliability and quality; if “value,” emphasize
price and value.

You will also revisit the psychographics of your target
markets to identify their “key psychographics.”

You will redefine your products by focusing on one or
more of the six “key product attributes™: functionality,
sensory impact, unconscious associations, conscious-
mind conclusions, price/value perceptions, and
perceived access/convenience.
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The Business Plan That Always Works

MAKING YOUR VISION A REALITY

Overview

The “business plan” is a
common tool used by
many companies. But
why? Too often, prepar-
ing a business plan is
done because ‘that’s
what businesses do”

and, as such, it be-
comes a rote exercise
that inevitably yields little
or no productive results.
Otherwise known as “the
business plan that
doesn’t work.”

What you’re about to
discover is a completely
new version of the busi-
ness plan—the business
plan that always works.
It always works because
it's a plan that starts with
your passion, your vision.
And rather than denying
the impact of change on
the planning process, it
recognizes that change
will be your constant
companion.

The business plan that
always works begins with
a different set of operating
assumptions than does
the ‘“traditional” business
plan. Your attitude and
your own relationship to
the plan will be the key
factors that will make it a
success.

Business Planning
“Productive Points
of View”

Start with what's
important to you.
Approach planning as
more of an art than a
science.

Create a planning
framework that
accommodates change.
Recognize those things
that are “hard” for you
and how you avoid them.
Treat the plan as
a living, growing
document.

Tips for Getting
Started and

Making Your
Business Plan Work

Be clear about what
you want to achieve.

Choose an appropri-
ate time horizon.

Get organized.
Get others involved.

= Make the process

easy.

Make your plan
robust and flexible.

Build in “frames of
reference.”

Use common sense.

Benchmarks for
Producing Your
Business Plan

Create a Mental
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Outline Your
Business Plan

Prepare Your
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Gather Materials
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CHANNEL

PUBLICATIONS (Examples:
magazines, newspapers,
newsletters, directories, etc.)

MAIL (Examples: post cards,
letters, promotional pieces,
etc.)

RADIO (Examples: commer-
cials, announcements, spe-
cials, etc.)

TELEVISION (Examples:
commercials, announce-
ments, infomercials, etc.)

CONSTRAINTS

Print only; no sound or motion.
Schedule requirements or limitations.

Limited to the size and shape of the pages of the
publication. Sometimes limited to black and white
or limited colors or print quality.

Look for editorial content and surrounding adver-
tising that is compatible with your business and
your products and is appropriate for your target
market.

Look for distribution/circulation that matches your
target market profile, including psychographics.

Print only; no sound or motion.

Mail “clutter” makes it hard to draw and hold cus-
tomer s attention.

Copy writing and formatting are critical.
Hard to avoid perceptions of “junk mail.”

Some size and weight constraints due to costs,
but easy to control.

Can be screened out by household members or
by assistants.

Limited ability to focus on your target market; a lot
of “wasted” reach. Seemingly low cost may be
high based on actual target market reached (cost
per lead).

Sound only; no visual elements.

Linear; limited to sequential presentation of infor-
mation.

Commercial clutter.

Look for programming content and surrounding
advertising that is compatible with your business
and products and appropriate for your target mar-
ket.

Look for days and times of day that work for your
target market.

Very limited ability to focus on your target market;
a lot of “wasted” reach.

High cost. May be even higher based on actual
target market reached (cost per lead).

Commercial clutter.

Look for programming content and surrounding
advertising that is compatible with your business
and products and appropriate for your target mar-
ket.

Look for days and times of day that work for your
target market.

OPPORTUNITIES

Extremely versatile as to size, colors, images, lay-
out, formatting, placement within the publication.

Good ability to reach your target market.
Costs easy to control.
Repeat exposures likely.

Enormous variety of publications available —
you re almost certain to find several that work for
your target markets.

Can carry large amounts of text if needed.

Good to excellent ability to reach your target mar-
ket, depending on quality of mailing list.
Extremely flexible; can include a wide variety of
items, sizes, colors, shapes, formats, etc.

Can control reach precisely to control inflow of
leads.

No “context” problems because mail is stand-
alone.

Easy to personalize.

High energy, music, drama available.

Extremely versatile. Can do everything from nar-
rative only to exciting drama.

Extremely accessible; radio stations will often
assist you with production.

Extremely versatile. Any combination of print,
audio, visual, action.

The most powerful channel with highest potential
for impact and information. Simultaneous multi-
sensory impact possible (image plus print plus
action plus voice plus sound effects).
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CHANNEL

THE INTERNET (Examples:
websites, advertising on the
Web, etc.)

DISPLAY ADVERTISING
(Examples: billboards, signs,
bumper stickers, vehicle sig-
nage, etc.)

BROCHURES (Examples:
booklets, fliers, catalogs,
etc.)

CONSTRAINTS

Reach limited to people with access to computers
and knowledge of how to use them.

Market coverage statistics not readily available,
hence difficult to plan communications campaigns
and estimate results.

Mainly print and images.

Computers of viewers vary, so screen size and
other visual elements may not be perfectly com-
municated.

Internet clutter.

Some technical skills necessary for design and
production.

Print/visual only; no auditory or action.

Brief attention opportunity limits amount and com-
plexity of images and information to a very small
amount. Cant move the customer very far along
the purchase decision chain.

Location site and placement at the location site
are critical to effectiveness for stationary pieces.

Make sure location and surroundings are appropri-

ate for your target market.

Visual and text only; no sound or motion.

High front-end development effort and cost, espe-
cially for larger, more complex pieces.

No context problems because it s a stand-alone
piece.

OPPORTUNITIES

For the right kinds of businesses, can provide
explosive growth.

Highly versatile; mainly visual, but sound and
action available.

Extremely rapid growth. Reach getting broader
daily.

Can be interactive, hence can move customers a
long way down the purchase chain.

Generally very low cost.
High incidence of repeat viewing.
Simplicity — relatively easy to design and write.

Highly flexible; everything from fliers and handouts
to multi-page booklets and catalogs.

Unlimited use of pictures and other images.

Unlimited use of text (although formatting can get
complex when making large amounts of informa-
tion readable and skimmable).
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Key Points

Key business indicators
tell an integrated story.
They reveal how the
entire business as a
whole, not just its various
parts, is behaving.

Key business indicators
are organized and pre-
sented in “management
reports” in order to pre-
sent the information in
digestible form and to
distribute it to those who
need it.

Exception reporting—
focusing your attention
on the out-of-the-ordi-
nary—is used to direct
your attention to the indi-
cators that point out
problems and exception-
al results. Your attention
is where it needs to be
for decision making and
problem solving.

Thereis nouniversal set
of key business indica-
tors. You should estab-
lish the indicators that
give you the information
you need, that make
sense to you, that fit the
situation in your busi-
ness. Atable of common
key business indicators
is provided for your refer-
ence in this booklet, but
be sure to think through
what will be best for you.

Business Quantification

LOOKING AT YOUR BUSINESS OBJECTIVELY

Defi

ions

There are three levels of quantification:

Key strategic indicators, which show how the
business is progressing toward its Strategic
Objective and indicate the general health of the
business;

Key business indicators, which enable you to
monitor and manage the business and its major
functions as an integrated whole; and

Key system indicators, which show exactly and in
detail what is right and wrong with every system.

This process focuses on key business indicators.

There are financial and operational indicators.
Financial indicators are generated in financial
statements and reports and are not covered in this
process.

Operational indicators give you an objective view
of what is happening in your business and how well
or poorly it is being done. They include indicators
of activity, productivity, efficiency, quality, and even
subjective evaluations of intangible elements of
your business.

Indicators Process

Identify Activities
and Results to be

\ Quantified )

Establish
Management Report
Structure

Create Data

Collection System

Design
Management Reports

I

Create Systems
for Producing
Management Reports

I B

Continually

Refine Reports
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Your Most Probable Customer

Marketing starts with the
customer.

Effective marketing
depends on identifying
the customers and
prospective customers
who will produce the
best results for your
business, then focusing
your marketing activities
on them. It’s called
“target” marketing.

Your most probable
customer—your primary
target market—is the
focal point of your
marketing strategy. By
dedicating your business
to the satisfaction of that
customer, you set the
stage for success in the
market, financial well-
being, and competitive
advantage.

[XEXY) 2

IDENTIFYING YOUR TARGET MARKETS

Market “segmentation” is
the process of grouping
your customers and
prospective customers
according to their common
characteristics, and
targeting the segments that
produce the best results for
your business.

The product-market grid is a
tool for market segmentation
that takes into account your
customers’ view of the
product, as well as the
characteristics of customers
in the market segment.

A target market segment
is one that has a high
probability of purchasing
your products and for which
you have selected for
focused marketing activities.

Your most important target
market is your “primary”
target market. Other, less
important target markets are
called “flanker” markets.

A market segment is best

described in terms of its
demographic characteristics
in the form of a Central
Demographic Model, or
CDM.

Central

Demographic Model
Characteristics

For people:

Age

Gender
Occupation
Household income
Employment status
Education

Marital status
Family status
Location

Race

Ethnicity

Physical
characteristics

For organizations:
Industry

Product line(s)

Size of business
Type of business
Location(s)
Geographic coverage
Financial status

AL

Process for
Identifying Your

Target Markets

Set Up Product-
Market Grid for Your
Business

List Products or
Services on One
Axis of the Grid

List Customer
Types on the
Other Axis
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Create Central
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Application of Lead Generation Principles

REACHING YOUR TARGET MARKETS WITH IMPACT

THE TRrEE PHases oF Leap GENERATION Creating Effective
Lead Generation Pieces

The “nstant of Connection™

Effective lead generation
pieces use the 11 core
elements to move the audi-
ence through three phases.
This booklet explains the
10-step process for creat-
ing effective lead genera-
tion pieces.

A lead generation “piece” is
an advertisement, commer-
cial, or other communica-
tion used in lead genera-
tion. The six most com-
monly used channels for
lead generation pieces are:

"  Print publications
(magazines, newspa-
pers, newsletters,
directories, etc.)

"  Mail (letters, post-
cards, promotional
pieces, etc.)

= Radio (commercials,
announcements, spe-
cial programming, etc.)

= Television (commer-
cials, infomercials,
announcements, etc.)

"  The Internet (web
sites, advertising on
the world wide web,
etc.)

= Display advertising
(billboards, signs,
bumper stickers, vehi-
cle signage, etc.)

While the process can seem
complex and detailed, at its
core its simply this: Know
your target market, get their
attention, and tell them what
you can do for them.

Relnforeement of the Connection

Transition to Lead Gonversion

THz BLEVEN ELEMENTS OF AN [EFFECTIVE

LEaD GENERATION [P1ECE
Context

Headline

Imagery

Sensory elements
Brand identity
Layout

Essential information
Format

Logic

Qualifiers

Action steps

Specify Desired
Results
( Determine Context )

Conslraints &
Opportunities

[ « N
Create the “Instant
of Cormestion”

e " @ aaic’of )
Define the “Logic”of
the Piece

Determine Essential
Information &
Establish Format

Establish Qualifiers
~.

Include Brand
Identification

- -

Present the Action
Steps

Integrate the
Elements

k Produce the Piece
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Customer Perceptions and Behavior

UNDERSTANDING HOW YOUR CUSTOMERS THINK AND MAKE DECISIONS

m The Central Psychographic Model

Effective marketing requires a
thorough understanding of the
way your customers’ minds
work—how they perceive
themselves and the world, how
they think, how they make
purchase decisions.

You gain this understanding by

studying the psychographics of
your target markets, creating a
Central Psychographic Model
(CPM), and applying that
knowledge to the Purchase
Decision Chain in order to
influence the buying behavior of
your target market(s).

Psychographics are people’s
mental characteristics; spe-
cifically, their perceptions,
their expectations, and their
conscious and unconscious
decision making.
A CPM is a written description
of the key mental and emotional
characteristics typical of the
people in a market segment.

The Purchase Decision Chain
identifies the key points in the
decision process where you can
influence the customer’s de-
cision for your mutual benefit.

Psychographic characteristics of a market
segment:

= Self-perceptions: How people see themselves,
their personal image and their values.

® External perceptions: How they see the world
around them and what they expect from it.

® Drives: What motivates them - their functional
and emotional needs.

® Emotional associations: The unconscious
associations they make.

" Gratification mode: The dominant way they
get gratification in their lives.

® Purchase preference: The dominant
justification they use for their purchases.

Key Points

Perception is reality. What the customer perceives,
correctly or not, is real for that person.

People have, in effect, two minds: the conscious and
the unconscious. The conscious mind is rational and
logical. It is concerned with features and benefits—
the way products and services perform, what they
cost, what they do for you.

The unconscious mind is emotional and irrational. It
seeks gratification. It is concerned with the way
products and services make you feel.

Purchasing decisions are actually made by the
unconscious mind. The conscious mind later
provides the rational armament that justifies the
purchase.

The Purchase

Decision Chain

Awareness

Purchase
Motivation

Product
Acceptance

Brand
Preference

Purchase
Transaction

Customer
Satisfaction
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CHANNEL

NEWSPAPERS

MAGAZINES

TRADE,
ORGANIZATIONAL
DIRECTORIES/
EXTERNAL
NEWSLETTERS

TELEPHONE
DIRECTORIES

TELEVISION

RADIO

INTERNET

DISPLAY/OUTDOOR

DIRECT MAIL

TELEMARKETING

BUSINESS
CONVENTIONS/
TRADE SHOWS

PRESS
RELEASES/PRODUCT
ANNOUNCEMENTS

DESCRIPTION

Booklets published by a particular group
for distribution to its members, clients, or
other specific constituencies, containing
name/address/telephone listings and/or
advertising

A collection of international computer net-
works linked together to form one large
network, which provides easy access to
information from businesses, universities,
governments, and other organizations

A variety of signs generally found in outdoor:
locations including: signs in windows or on
buildings at business locations; small plac-
ards and posters hung in various locations;
large billboards, usually in heavily trafficked
locations along roadways; vehicle displays,
such as bumper stickers, signs painted on
or attached to your own company vehicles,
and your company s advertising displayed
on busses, taxis, subways, etc.

Marketing/lead generation messages sent
individually, via mail, usually to large num-
bers of potential customers

Marketing/lead generation messages com-
municated individually, via telephone, to
large numbers of potential customers

Events sponsored by industry, commercial
organizations to bring buyers, sellers and
other constituents together for a variety of
activities, including meetings, information
dissemination, demonstrations, networking

Information written or prepared by your
company and released to various lead gen-
eration channels for the purpose of secur-
ing non-paid space in those channels to
promote your company, product, brand, etc.

ADVANTAGES

Very accessible; timely; variety of options
for size and “sophistication” of ad; excel-
lent erage of targeted locations; high
credil y; repeat exposures from one
placement; reasonable cost

High prestige and credibility; many
options for targeting specific geographic
and demographic markets; repeat expo-
sures from one placement; high-quality’
production; “pass along” readership

High level of targeting to specific markets;
repeat exposures; prestige through asso-
ciation with the sponsoring group; rela-
tively low cost

Very accessible; excellent coverage of
targeted locations; repeat exposures;
long “shellf life”; relatively low cost

Multi-sensory; high attention; high impact;
high level of coverage of most markets;
ability to target demographics

High level of coverage; ability to target
geographic and demographic markets;
reasonable cost

Active engagement by customers; conve-
nient; repeat exposures; message and
presentation can be changed frequently

High visibility; high repeat exposure; high
attention; relatively low cost

Ability to select specific, targeted cus-
tomers; ability to personalize the mes-
sage; length and depth of message

Ability to select specific, targeted cus-
tomers; ability to personalize the mes-
sage; length and depth of message; abili-
ty to interact with customer; high level of
engagement; ability to get customer s
commitment to “next step”

Ability to target very specific markets; high
attention and engagement; many options
for disseminating your message; ability to
interact with customer and personalize
message; multi-sensory; ability to get cus-
tomer s commitment to “next step”

High credibility; accessible; timely;
excellent coverage of targeted locations;
“no” cost

DISADVANTAGES

Lack of distinctiveness; high level of
skimming and skipping; short “shelf
life;” relatively poor production quality

High cost; long lead time for placement

Inconsistent quality; lack of distinctive-
ness among listings; text and graphic
constraints; may need to meet criteria
or requirements for inclusion

Relatively low quality production; long
intervals between changes/updates;
high clutter

High production cost; high placement
cost; fleeting exposure; multiple place-
ments generally required to generate
response

Fleeting exposure; moderate level of
production effort required to produce
effective ad

High level of effort and expertise to ini-

tiate and maintain; lack of access in
many markets

Little ability to target demographics

“Junk mail” image

“Nuisance” image

High level of effort required; for small
businesses, can disrupt normal course
of business

No certainty that items will be placed;
lack of control over what ultimately
appears
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Your Lead Conversion Process

GIVING YOUR CUSTOMERS THE OPPORTUNITY TO SAY “YES”

Key Points

There are two essential elements
of your lead conversion infrastruc-
ture that will affect how you struc-
ture your selling process: people
and paths. These are the ways
you staff your sales process and
the channels you choose to sell
your product.

Think about who best sells your
product. The five most customary
sales force configurations are:
1. Automated
2. Order-taking
Conventional
4. Consultative
5. Inside or external staff
A general rule of thumb in
choosing a selling mode is that
the more selling functions your
customer requires for the pur-
chase decision, the more impor-
tant the relationship-building
qualities in your sales method.
How does your selling message
best get to your customer?
Familiar sales channels include:
1. Telephone
2. Mail
. Direct response print media
4. Face-to-face selling
5. Stores or other on-site outlets
6. The Internet
Take a fresh look at your lead
conversion staffing and channels.
There may be alternative ways to
accomplish your goals even

though they re not traditional in
your industry.

Your lead conversion process should be
designed to create customers and not “sales.”
The sale should be the inevitable result of having
the right product for the right customer in a selling
process that recognizes customer purchase deci-
sion needs as the driving force.

When considering your product, prospective cus-
tomers will have purchase decision needs repre-
sented by the Seven Selling Functions— informa-
tion, understanding, needs clarification, advice,
assistance, reassurance, and transaction process-
ing. The specific needs of individual customers
will depend on their perception of the impact the
purchase will have on them and the confidence
they feel in making the decision to buy. Your job
is to satisfy those needs so they can find the ratio-
nal and logical support for the emotional decision
to buy that brought them to you.

There is a universal lead conversion process
through which to meet your customers purchase
decision needs that fits any business or product
and can be customized for your target market.
Each step of the process builds on the last to give
your customers the support they need for their
purchase decisions.

Conversion Process

Engage with Your
Prospective

\ Customer )
Repeat the
Emotional Message

Determine the
Customer s Needs

Provide a Solution

Offer the Product
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Client Re-Conversion

MAKING THE MOST OF YOUR BEST MARKET—YOUR EXISTING CUSTOMERS

Definitions

Your customers are a market seg-
ment unto themselves, possibly
several market segments. They re
your best market.

Your “customer base” consists of
all customers who buy from you.
They range from frequent buyers to
dormant customers, who dont buy
frequently and havent bought
recently. Lost customers were
once customers, but arent any-
more. They left for one of three
reasons— they moved or became
otherwise unavailable; they were
disappointed; or they were attract-
ed by your competition. Dormant
customers are likely to buy from
you when they buy again, but lost
customers are gone and require
extraordinary efforts to recover,
and often can t be recovered in any
case. Its more cost-effective to
retain customers than to try to
regain lost customers.

Client re-conversion is (a) the
recognition that customers are a
high-priority target market, and (b)
the ongoing generation of repeat
sales from them.
Client Re-Conversion
Re-Conversion

Strategy
YOUR
REPEAT CUSTOMER
CUSTOMERS BASE
Repeat

Sales

Key Points

Client re-conversion has three main bene-
fits for your business:

- Repeat business
- Referral business

- Enhanced reputation and market image

For effective customer communications
and re-conversion activities, you need the
best, most complete customer database
you can afford.

- The “minimum” customer database is, essentially , an
address book.

- A “good” customer database also includes customer
history (purchases, amounts, dates, and customer con-
tacts).

- The “best” customer database also includes detailed

demographic and psychographic information.
The secret to successful client re-conversion
isnt selling; it s adding genuine value to the
customer relationship, and acting in your
customer s best interests rather than being
self-serving and acting only in your own best
interests. Ultimately, the customers best
interests are your best interests.

Customer communications fall into three
categories:
= Administrative — Integral to doing business with a
company. Important.
* Service —Something “for my benefit.” A service for
me. Also important.
= Sales—They re “selling” me something. For the ben-
efit of the company. Unimportant. Often ignored.
Often annoying.

Do your best to keep your customer com-
munications in the first two categories.
You can include some sales messages,
but make them more like service
announcements than advertisements.

Targeting Your

Customer Base

Designate Customers

as a Target Market

Gather Information
about Them

Create Value-Added
Programs

Establish
Communications

- " J

Quantify and Monitor

Customers

A
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Your Client Fulfillment Baseline

DETERMINING “WHERE ARE WE NOow?” IN CLIENT FULFILLMENT

Overview

Evaluating your client
fulfillment process is key
to understanding and
addressing what your
customers care most
about.

Client fulfillment,in addi-
tion to the actual design
of your product or ser-
vice, consists of three
main processes:

m Production
m Delivery
m Customer service

The baseline for your
production, delivery, and
customer service proces-
ses is the quantified sta-
tus of the process as it
exists now.

Your baseline is your

starting point for plan-
ning and for measuring
improvement.

Evaluation of your
processes and estab-
lishing their baselines
are both described in
terms of the key indica-
tors that describe their
inputs, their outputs, and
their costs.

Evalua
Process
Identify the
Process
Identify Inputs
Identify Output

Select Key
Indicators
Establish and
Document Baseline
Track and Review
Key Indicators
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Operations Manuals

BUILDING THE AUTHORITATIVE GUIDEBOOK OF “How WE Do It HERE”

Operations manuals are the individual
“owner’s manuals” for every employee’s
position. They are the authoritative
guidebooks of how you want things done
in your company. They give you a very
effective way of communicating a lot of
information, while giving your people the
independence and security they need.

This process will help you accomplish the
initial set-up of your manuals with the
informational materials you currently have
on hand. They may not be complete at this
point —you’ll be adding more and more
documentation to them over time. But
they’ll be complete enough to distribute to
your employees to get them started.

You'll also see how to maintain these
manuals and “keep them up,” so that they’re
always up-to-date and used, and not left
sitting on the shelf!

o-o-o-oo.o-ooo->

Benchmarks for
Setting Up Your

Operations Manuals

TRV
Make a list of all

positions in your
company

Assemble manual

shells

Identify and assemble
company-wide
manual contents

N B

Identify and assemble
position-specific
manual contents

N I

Establish system and
accountabilities for
maintaining masters
and distributing
updates

Create an
implementation plan
Introduce operations
manuals to

employees

Operations Manual
Sections

Company
Products & Services
—

Policies

Position

Systems

{

Benchmarks for
Keeping Up Your
Operations Manuals

Create and distribute
new and revised
materials

Update employee
and master copies

Survey manuals
periodically
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Evaluating Your Major Client
Fulfillment Processes
Evluation is done without Iooking at te itenal work-

025 of the process tself, butrather a ts inputs, outputs
andeosts.

vt ) [RETERERd| ourur
SysTEM

Cont

Output from other processes plus the
resources used n the process, including:

stfr
Space and Facilities
Mateials

Supplies
Infomation

OUTPUT:  Whatis produced by the process:

Result
By-products
Waste

COSTS:  The costs diecty atrbutable o the process

Total directcost
Cost per unit

Inpus, utputs, and costs must b described indetal and
quantified interms.of their key indicators:

QUANTITY

QUALITY

TIMING

INTANGIBLES
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Key Indicators Worksheet

Process PRODUCTION Date April 200X

KEY INDICATORS Baseline |Previous Period |Current Period|
Production volume: cartons per day 150 per day.

‘Costof perishable ingredients: price per carton s11.08

“Total ingredient cost per month 519958

Inventory availabiliy for ingredicnts: days of 273 days v,

inventory on hand at standard producton rate

“Accuracy of assembly (number of boxes rejected per | 58 boxes/mo

day by qualiy inspection for inaceurate/faulty mix) 49%
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Process Identification Worksheet
YOUR PRODUCTION PROCESS

My production process, the way I make theidea of my
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Key Indicators Worksheet

Process DELIVERY

Date April 200X

KEY INDICATORS

Speed of delivery to distributors

Baseline

Avg. 3 days for 745
of distributors

Previous Period

Current Period|

‘Spoilage during delivery cycl (chocolate melting.
fresh ingredicnis aver-rpe)

30 boxesima 17%

Average costof delvery (per carton) 51200
via UPS SILIS
Via mall $1086
Via company truck 1396
Percent of total deliveres Tost during shipment 4% 61 bores)
Percent of UPS deliveris lost during shipment 9%
Percent of U.S. mail delverieslost during shipment 16%
Percent of deliveries lost on company ruck [
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Process Identification Worksheet
YOUR DELIVERY PROCESS

My delivery process,the way my product o service
passes from me to my customers,s: (vt one or o
Sentences) by several mehods. | have n - sales outl.
Y50 s 1 pscity and deparment sors houghout a ide
arse. | am st biing a catio sl opeaton that il
requie maling and commeril carier.

“The deivery process begins with: Rsceiptof il pack
agad caronsfrom prducton,inching cxmpltedpacing sipe
and nspecton chrs, Fo i houe sle, e dalvary process
begie i it rquests fr pisces fom e houss cles
coondratr

‘and cnds with; recoipt b ou ustomers (orditbuors) of

‘and the key stepsin between are: piorizing shipnents,
prapring shipping abst,deidingon mod of rsnspoaton,
ananging pickup. For i-house sees vansprting tems fom
producton foor sl outetand rstocking  nssckd
g day

Process Baseline Worksheet
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Process Identification Worksheet
YOUR CUSTOMER SERVICE PROCESS

The customer services  provide (o my customers
include: uniue oty ansspeiaoasion wiappngand
Iesents,nan.prid mssages or i, macs-t-orcer
ascortments, cptons o seasol 1t oot uts

Tidentity new costomer servics opportunities
Iluingcusomer ureys i selctd assormnt boxes, naig

Suggeston box o sncurageeas fom my epogees.

My employees practice good customer service by:
1)ty cening i piions for mking me areof com-
nens ey feceie o supplrs and s @odor b3l 2
8sponcng tocomplate i 24 hursof st () -
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Process Baseline Worksheet
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Systems innovation is
the creation or improve-
ment of business sys-
tems.

Every system can be
improved. It's the basic

assumption behind sys- - P

tems innovation.

A system consists of a
series of work steps, or
“benchmarks,” that
work together within the
system to produce a
result. A system may
connect with other
“external” systems that
provide it with inputs or
depend on its output.

Systems Innovation

ANALYZING AND IMPROVING YOUR BUSINESS SYSTEMS

The Systems Key Points
Innovation Process

Select a System
for Innovation
Observe the
System On-Site

I

Diagram the

System

Determine System
Baseline

( Analyze Work
Flow

Apply the
Innovation Checklist

Diagram the
Innovated System
: Estimate
Performance &
Compare with

\ Baseline )

Install & Test the
Innovated System

When innovating a system, go see it. Get a firsthand
“feel” for it. Talk to the people who operate it. Learn
how it works in great detail.

Diagram the system using the box-and-arrow technique.
Show the system’s benchmarks (contained within its
“black box”) and showing connections with other sys-
tems in your business (outside the “black box”).

TASK
1

EXTERNAL EXTERNAL
SYSTEM SYSTEM

Describe the key indicators of the systems performance
using the input-output-costs technique and describing
the key indicators in terms of quantity, quality, timing, and
intangibles.

Analyze all four types of work flow— task flow (the
benchmarks of the system), materiel flows, management
information flow, and the physical layout and traffic flows
of the system.

Use the innovation checklist to help discover and create
new ways to operate the system. Diagram the innovat-
ed system with its new benchmarks, and estimate its
new input-output-cost performance. If the “innovated”
system doesn’t exceed the performance of the “old” sys-
tem, go back to the innovation checklist and try again. If
your estimate is an improvement over the “old” system,
decide if the improvement is sufficient to justify changing
to the innovated system. Keep cycling through the inno-
vation checklist until you have developed an innovated
system that is worth implementing in your business.
Then install and operate the innovated system.
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Key Indicators Worksheet

Process CUSTOMER SERVICE Date April 200X
KEY INDICATORS Baseline  |Previous Period |Current Period|
‘Number of custom-wrapped assortments per monih | 87 (48% of tota)

‘Cost of custom wrapping per box 543 por box
‘Customer complaints received per month 9

Average lime 0 resolve customer complaints 27day






