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When SIDall
IsBig

Four imperatives for
smart marketing to smal)
and medium business

By Ralph Drybrough & Dan HanJing

5MB in Con;extWithT~tal Business Unive~
Business Number of Number of %ofTotal Contact ~ :~Otal I
Segment Employees Sites Names
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---------
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5,B65.649 9%
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12.797.020 20%
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I 1.7885 17 I 8%
-'---
65,222,732

.....he small and medwm
business (SMB) mar­

ket IS huge. Almost all
o( [he businesses 10 the u.s. are
in ir l Bur while rhe opponuniry
is unlimited, 5MB firms al~o lire
vol;ltile, nOnlJdic and subject to

vaned def,\) I[lons. Thus, our first

imper<ltlvt (or dchieving gre<lter

rewards :>.nd reduced risk wh(:n
~e[[ iog to thIS market is'.

LKnowthe
Purchasing Dynamics of
the Market Segments
While "SMB" is tradition'll
B-.;chold m::lrkc:f segment j<\r.
gon, there are big dl(ferences
In how marketers should vIew a
20·cmplo~·ft comrany vers(I<; a
fOllr-emplo\'ee company, Most of
the volatility existS In the small
business se~rnem, while medium­
size busineS5es are relatively stable
and demonswue a propensity w
bur more ovt'r time.

The chart (Qt right) shows dra­
matically tilt' largest component of
the snl(lll bUSiness market is what
we call "micro" husinesses. or those
with one to four emrloyees. They
make lip the hoo's share of the
enti re small business segment. The
(l) IC ru uusiness dlf(erenllillion IS

essenl i<l I hecause these smallest of

firms usually <lrc SOHOs and often
part-tUlle businesses, They are low
lifetime value prospects bec3use
I heir arret I tes lor prod uets and
servICes are small and theIr life
expectanc ies are short.

The key takeaway here is that
I'OU need to te~t your offers withi n

buckets of employee size. [f you
make selects that "Ife wo broad,
you can easily skew your re8d
of lhe results and miss oppor­
tunIties. Or worse, roll out on
incorrect assumptions chilt assert
themselves latel in sometln1CS
drastically lower response merrics.
To simplify the proposition, we
sometimes adVise clients LO avoid
marketing to mIcro businesses

altogerher. particularly U1 the e<1r[y

stages o( testing.

2. Know Who Your
Best Prospects Are
If you are a marketing manager. how
should you approach rhe decision
(hil( the 5MB market IS. indeed, a
huming ground o( guod oPPOrtu­
nity! How do you OlvOId ratlonale~

driVEn by lnt!JJtlon alone? How can

vou really know, within tile huge
unIverse of prospects. where the
opl.imum allocation of your tn<lrket­
ing dollars should be made?

Happily, there needn't be much
guesswork: You simply profile your
exisring customers in a large. dara­
rich universe o( bllslness sites and
employee names. This IS besc done
by matchtng yOllr custOmer list
agalOsc cooperative business data­
bases or agaif\5t a compiled busmess
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4. Know Bow to
Analyze Your Results
fbr Meaningful Data and
Suooessful Rollouts
As always, measurability is the
trump card of direct m<Hketl ng,

bue getting accurate analytlcs llnd
in te \1 igeot iott'"rprct<ltIOn of the

results can be a dUllienge.

One of the most common trap5
wc see marketers failing Into IS

measuring the success of (l cain­

paign solely on the response
rate. While a high response­

rate IS rhril ling, measll red

alone It often IS prelude tn
serious failure down the road.

We call it the "one and done"

svndrome-the first order is
rhe Iast. As 111 uc h as 90 pel­

cent of responses (rom 5MBs

arc afflICted by this sy·ndrome.

So while (} popu lar offer is

baggin~ great rcsponse rates,

it is fa'eed to produce min 1­

mal lifetime value and ..1 poor

ROI. What to do? Concentrate on

measurmg average orders, secl)Jld

orders and cross-sell propensity.

These are the metrics that allow

you to segmen t and t<l rget the

highest potential prospects amid a
V<lst uni verse.

One could write a book about

the confounding dynamics of the

5MB market, but you gee ehe
point: Smart marketing to these

companies and their functionar­

ics is a challenge. Lucky for you,

there lire many proven, sysremaric

approaches you can take to reduce

risk and sell more profitably to

the 5MB markets. Go forth and

target well! II

way, getting to [hat understanding

of what works best requi res testing

lind reresting with good response

analytics to guide the way.

In terms of ROI (rom the~f' chan­

nels, many v3nablcs me in play. Are
you rlllxlI1g channels with a combina­

[(on sequence such <l5 to<Iil. e-mail and
phone. or phone. mail and phone)

Flilding the most effeccive combos
and frequencies, with acceptable

orJer COSLS, is a key to bereer resuIts.

For ex'Hnple. conSIder segment­

ing lhe micros, smalls and medium~

by the number of channels and

frequency as follows: I'vlicros receive

one mail piece; smalls receive one

maiI piece wi th an e-mail follow-u p;

and mediums receive one ~il piece,

one c-mail and a phone call.

Other variacions on this theme

mighr call for mailing three people

ar a medium-size company, two at

a smllil and one at a micro. Or seri­
ously consider dropping the mICro
prospects given their low propensity

(0 repeat purchase.

While many services and prod­
ucts can be sold mixing it up this

Jirected lO\Vilrd your pro,pects to

get a lead or make a sale.

MOH success(ul 5MB markeref~

use e<lch o( rJ,ese pr()~Ktive channels.

I The weighting is typically 60 percent

Ji rect mai I, 20 percent e-mail and
20 pt'rce or lelernarkrt ing, glVll1g real

mcanin~ to rhe term multichannel
mMketlng. This wcightll1g often

IS J reflect ion o( rela (Ive COSts. as
p()stal Iisrs can range (rom $50/M
to $1 SO/M, lind e-mail lists in. the
B-ro-B sector often run as high as

$JSO/M. Telemarketing names (Ire
tWice rhe price of postal records. plus

you have (he high personnel COSlS

related to makll1g 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 5MBs are
afflicted by this syndrome.

We say "proactive" to distinguish

from [ntemet ~e~lfch, which inher­

cntly is a passive marketing chan­

nd. The three channels diKussed

here require you to take an actIOn

3. Know Bow to
Mix Market Segments
With Channels tbr
Maximum Potential
Not every prod uef or setv ice is

optllna IIy pre~ented by each of
the available channels providing
<lccess to SM B (ltins. But there

are enough l,f them targeting (he
market thM you shou lei test and

measure several. The th ree most

effective proactive channel options

you should test :Ire:

• direer mllil

• e-mail
• telemarketing

(conlJOued (,om Me J5)

universe. This process analyzes the

types and sizes of the busine~ses

that buy your products. It shows
your relative penetration of these

markets within various employee

size ranges. If you share trdnSaCtlOn­

level data, the analysis points you

objectively to the SIC anJ employee

sizc buckets that historically have
given you the best ROlon your

marketing dollar.
Armed wHh thl$ rich d,HCl, you

can target the prospects who behave
like your best customers. minimiz­

ing risk and maxnnizing profirabiliry
of your prospecting.

Underst<)nd ing the true
makeup of your existing cus­

tolllers-mICro, small, medium
and large-is the (i rM ~tep to

growing your business pront­

ably, as It allows you to clearly

align your investment with

varying degrees of opportu­

niry. We are qllick to quotc the
uncha Ilenged law of direct mar­

ketmg espoused some 40 year~

i1go by dIrect marketing le~end

Ed Mayer: "Success in direct
rn,ltketlng is dependent upon

40 percent lists, 40 percent (jfl~t ;1I)d
20 percel1[ everything else."
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