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When Small
Is Big

Four imperatives for
smart marketing to small ¢

and medium business

he simall and medium
busimess (SMB) mar-
ket 15 huge. Almost all

of the businesses in the LIS are
in it! Bur while the apportunicy
is unlimited, SMB firms also are
volatile, nomadic and subject to
varted defiminons. Thus, our first
imperative for achieving greater
rewards and reduced risk when
selling re thas marker ix

VWhile "SMB" {5 traditional
B-school marker segment jar-
gon, there are big differences
n how markecers should view a
0-cmployee vompany versos a
four-employee company. Most of
the volatility existz in che small
business segment, while mediim.
size businesses are relapively stable
and demonstrate 3 propensity to
buy mure over time.

The chart {at right) shows dia-
matically the largesr component of
the small business marker is wha
we call “micrn” businesses, or those
with one to four employess. They
make up the hon's share of the
entire small busines segment. The
micre business differencmnon s
cesential hecavse these smalles of
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firens vsually are SOHOs and often
part-tume businesses. They are low
lifetime value prospects because
their appenies for produces and
servaces are small and thewr like
expectancics are shore,

The key takeaway here 35 that
vou need o test your offers within
buckets of employee size. If vou
make selects that are oo broad,
you can easily skew vour read
of the resules and mizs oppor-

runities. Or worse, roll aur an

incarrect assumprions that assert
themselves later in sometumes
drastically lower response merrics,
To simplily the proposition, we
sometimes advise clients wo avoid
marckening 1o micro businesses
altwpgerher, particularly in che early
stages of testing.
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2. Enow Who Your
Best Prospects Are
I you are a markeoing manager, how
should you approach rhe decision
that the SMB market is, indeed, a
hunting ground of gond opportu-
nity? How do you avend rationales
driven by inoninon alone? Hiow can
you really know, within the huge
universe of prospects, where the
optimum allocarion of your marker
ing dollars should be made!
Happily, there needn't be much
pnesswork: You simply profile your
existing cusiemers in a large, daca-
rich universe of busimess sites and
employee names, This i3 best done
by matching vour customer list
agamst cooperative business dara-
huses or against a compiled business
{iontmatd on pape 141

SMB in Context With Total Business Universe
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universe. This process analyzes the
types and sizes of the businesses
that buy your produces. |t shows
your relarive penetration of these
markets within various employee
size ranges, | you share transaction-
level data, the analysis points you
objectively to the S1C and employee
size buckets that historically have
given vou the best ROI on your
marketing dollar.

Armed with this rich dwa, you
can target the progpects who behave
like your best customers, minimee
ing risk and macamizing proficabilicy
of your prospecting.

Understanding the true
makeup of your existing cus-
tomers—micro, small, medium
and large—is the first step 1o
orowtng your business profit.
ably, s i allows you to clearly
align your investment with
varying deprees of apportu.
niry. We are guick to quote the
unchallenged low of direct mar-
keting espoused some 40 years
ago by direct marketing lepend
Ed Mayer: "Success in direct
markering is dependent upon
40 percent lists, 40 percent ofier and
20 parcent everything else.”

3. Enow How to
Mix Market Segments
With Channels for
Maximum Potential
Mot every product or service i3
optunally presented hy each of
the available channels providing
access ty SMB lirms. But there
are envugh of them targeting the
market that you should rest and
measiire several. The three most
effective proactive channel options
you should rest are:

* direct mail

* c.mail

* telemarketing

We say "proactive” 1o distinguish
from [nterner search, which inher-
cntly is a passive marketing chan-
nel. The three channels discussed

directed roward your prospects w
per o lead or make a sale.

Muost successiul SMB marketers
ust each of these proactive channels.
The weighting is eypically 60 percent
direct mail, 20 percent e-mail and
20 percent telemarkening, grving real
meaning o the term muluchanne!
markening. This weighting often
15 a reflection of relanve costs, as
postal hses can range from $50/M
10 $150/M, and e-mail lists in the
Beto-B sector often ruin as high as
FI50/M. Telemarkening names are
twice the price of postal records, plus
you have the high personnel costs

| relared to making the calls.

While a high response rate
is thrilling, measured alone it
often is prelude to serious
failure down the road.We call
it the “one and done” syn-
drome—the first order is the
last. As much as 90 percent
of responses from SMBs are
afflicted by this syndrome.

In terms of RO frotn these chan-
nels, many vanables are in play. Are
you maxing chunnels with a combina-
tion sequence such as mail, e-mail and
phone, or phone, mail and phone!
Finding the mast effeccive combos
and frequencies, with acceprable
crder coses, is a key 1o bercer resuls.

For examnple, consider segment-
ing the micros, smalls and medivms
by the number of channels and
frequency as follows: Micros receive
ane mail piece; smalls receive one
mail piece with an & mail follow-up;
and mediums receive one mail piece,
one e.mail and g phone call.

Orher variations on this theme
might call for mailing three people
ar a mediuvmesize company, two at
a small and one at a micro. Or seri-
ously consider dropping the micro

| prospects given their low propensicy

o repeat puichase,
While many services and prod-

here require you to take an acnon | uces ¢an be sold mixing it up this
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way, getting 1o thar understanding
of what works best requires testing
and retesting with good response
analytics to aunde the way.

4. Enow How to

Analyze Your Results

for Meaningful Data and
Successful Rollouts

As always, measurability is the
vromp card of direer marketing,
but getting aceurate analytics and
intelligent interpretation of cthe
results can be a challenge.

One of the most commaon traps
we see macketers falling tnte s
measuring the success of a cam-
paign solely on the response
rate. While s high response”
rate v thrilling, measured
alene w often i prelude (o
serious failure down the rnad.
We call it the "one and done™
syndrome-—ihe first order is
the last. Az much as 90 per-
cent of responses from ShBs
are affliceed by rhis syndrome.
So while o popular offer is
bagping great response rates,
it is fated to produce mini-
rmal lifetime value and a poor
ROL What to do? Concentrate on
measunng average orders, second
orders and cross-sell propensity.
These are the merrics that allow
you to segment and tarper the
highest potential prospects amid a
vast universe.

One could write a book abouwt
the confounding dynamics of the
SMB market, but you pec the
point: Smart marketing ro these
counpanies and their functionar-
ics is a chullenge. Lucky for you,
therc are many proven, systematic
approaches you can take oo reduce
risk and sell more profitably o
the SMB markets. Go torth and
rarger well! ]|
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