E-PROACTIVITY – September 2004
Welcome back after the summer break to the latest edition of E-ProActivity. 

Our ProActivity research team have been scouring the Internet, reading business books and magazines, going on courses and talking to other successful business leaders specifically to discover new ideas that can help to make your business more successful.

So here are a few of the things we have discovered, learned or re-learned since last time.

Four Ways to Grow Your Business

As repetition is the mother of all learning, here they are again. There are only four ways to grow any business. Refer back to previous editions of ProActivity for examples of each of these areas.

1. Increase the number of customers (of the type you want to have)

2. Increase the number of times they buy from you

3. Increase the average sale value

4. Increase the efficiency of each process in the business.

Just small percentage changes in any of the above can have a significant effect on your bottom line profits.

Refer to previous editions of ProActivity for examples of each of the above – these can be downloaded from our website at www.alexander-ash.co.uk 

Don’t forget your ex-customers!
You know your customers and your customers know you. True, a minor hitch may disturb your relationship temporarily, but the advantage of knowing each other remains invaluable. So, is it useful to contact former customers again?

Research by PWC found the annual loss of regular customers throughout the UK to be worth £100 billion! Only 10% of respondents appeared to know exactly how many customers they lost annually. And yet, it is vitally important not to lose track of these useful contacts and addresses. They may always offer sales opportunities at a later date. If a customer gives up on you and turns to another supplier, this doesn’t necessarily mean you’ve lost him for good. It’s an established fact that marketing activities geared to ex-customers generally produce better results than efforts directed at new relationships.
Successes

A well planned 15-week campaign enabled a European supermarket chain to attract 16% of its former customers back to its outlets. A similar campaign destined for 250,000 non-customers yielded a 1.2% response (3,000). Of these 3,000 new customers, only 600 remained loyal to the supermarket chain. This means a success rate of only 0.24% on an initial group of 250,000 prospects. Another way to look at it is that the campaign to win back former customers was 6,666% more successful than the “cold prospect” campaign!

So, keep in touch with your ex customers. Keep them informed at regular intervals of your new products, new contacts, new customers, new staff members etc. This can be done by telephone, email, letter or survey. Research shows that the odds of a positive outcome are one in six! 
The magic of numbers
Psychologists Knapp and Chen investigated the psychological association of numbers. Using the right numbers in the right way may be a competitive advantage.

Numbers represent more than just quantitative data; they often have a psychological value as well. So, can this be put to good use and give your communication and price setting an extra dimension?

Price research findings. The number three is generally associated with bad luck while the number seven is the universal lucky number.

So. Avoid using “three” in your prices. A recent US study into accurate price setting tested the same product with different prices.

· The prices that “sold” best were $495 (49%) and $295 (34%)

· The price $395 sold worst (17%)

· It was also found that the  number seven in $9.97, sold 10% more than $9.98 and $9.96
Communicating through numbers. Small numbers generally convey simplicity, large numbers masculinity and complexity. Even numbers (and particularly the number two) convey femininity and convenience, whereas odd numbers convey power and happiness. So if you want to address the men’s market, use large, odd numbers in your communication. And if women are your target group, use small, even numbers. 

The number eight conveys power. Use it to create a powerful impression, as in “8 crazy days” or “Open form 8 to 8”
It is always dangerous to generalise, but increasing sales is often a matter of detail. Consider the psychological impact of numbers before making your choice!

Perfect the art of Pareto

We have mentioned this before, but feel it important to highlight the issue again as it could make a significant difference to your business.

The Pareto principle says that 20% of your efforts will bring 80% of your rewards. For example, 20% of your customers will generate 80% of your sales. Another 20%, not necessarily the same customers, will generate 80% of your profits. Your business efforts will be more rewarding if you work out which customers fall into the most profitable 20% group, and focus your energies and efforts in their direction.

To do this you will need to list your customers in descending order of annual sales. You should also produce a similar list for your potential customers. Then think about the profitability of each of these accounts. Obviously, this will be easier if your management accounting systems analyse customer profitability. If they don’t, you will need to look at factors such as sales prices, discounts, payment terms, distribution arrangements and manufacturing costs. You should also consider, whether any of your existing small customers have the potential to become big customers, and take this into account.

The aim of the exercise is to estimate the annual profits you earn from each actual customer, and could earn from each potential customer. Your sales team can then focus their time and energies on the:

· 20% of your customers who currently earn you 80% of your profits;

· 20% of your smaller customers with the greatest potential to become big customers; and

· 20% of your sales prospects who would generate the most profits if they became customers.

You should also do a similar analysis of your product range. The Pareto principle states that 80% of your profits come from 20% of your product range. Analyse the profitability of your existing product lines and concentrate your efforts and energies on the key 20%.

Prune the garden
There is another important implication of the Pareto principle. The 80% of your customers and products that do least for your profitability, also probably account for the vast majority of your queries, complaints, returns, disputes and bad debts. When the true cost s of all these factors are taken into account, those products or customers may actually be doing you more harm than good.

As every gardener knows, it is sometimes necessary to severely prune some parts of the garden to enable the rest of it to flourish. Too many businesses persist with loss making products or customers, sometimes out of a misplaced sense of loyalty or optimism, but more usually out of ignorance as to their true cost to the rest of the business. Sort out the flowers from the weeds in your garden, and start pruning!

Our AVN Library

As you are probably aware, we have access to a huge range of business development tools and resources through our membership of AVN.

We are pleased to advise, that some of these resources can now be made available through a library type facility, where you can borrow the resource for a short period, or even buy the resource for your own use.

Initially, these resources will consist of audio CD’s covering a business development topic. Some of the subjects covered in the resources are:-

· Value Pricing

· Lousy letters loose

· Goals, mission, vision and strategy

· How to create a great feedback system

· Creativity for business breakthroughs

· Business planning

· What to do when your competitors are cheaper than you

· How to Interpret the numbers in your accounts

· How to find the time to do the important things

· The secrets of profitable networking

· How to make it in business without losing it in life

· Increasing your productivity and efficiency – One-Page plans

These resources consist of a 60-minute audio cd, which you can listen to in the car. You will find them both informative and extremely valuable.

The cd’s can be “borrowed” for 14 days at a cost of £20 plus vat, or they can be purchased at £35 plus vat. 

If you would like further information on this service, please do not hesitate to contact us.

Access to Finance

As mentioned in recent issues, Alexander Ash & Co have become accredited under the new Business Link initiative – “Access to Finance”. 

The initiative enables 75% - 80% of the professional fees involved in the raising of finance to be paid for by Business Link. So, if you are looking to raise finance now or in the near future, contact us for further details. 

Inheritance Tax time bomb!

Inheritance Tax is becoming a major issue for many clients and we are receiving a number of enquiries on this issue. There are still some planning opportunities available if done early enough. So don’t delay and contact us now to discuss your specific requirements.

Did you know that by simply writing your will in a tax efficient manner, you could save £105,200

in Inheritance tax!. – Don’t delay, Act today!

Book your Financial Planning review now!
Have you booked your free personal financial planning review yet? A review of your financial position to ensure you are moving towards your personal financial goals is essential to make sure you are on the right track. In most cases, an outside view can prove extremely valuable. As clients of Alexander Ash & Co. you can now take advantage of a free personal financial planning review with our consultants. These meetings are without cost or obligation, so what do you have to lose!

Areas to consider are, inter alia: -

· Are you taking advantage of all your (and your families) tax and investment allowances?

· Is there a better mortgage deal around?

· Are you getting the best rate on your savings?

· Are you aware that the new stakeholder pension rules can be used to build up funds for children and grandchildren – with the Inland Revenue paying towards it!!

· Is your business vehicle the most tax effective?

· Is your will up to date and tax efficient?

· Have you considered the potential impact of Inheritance Tax (IHT) on your estate and ways to minimise / mitigate this huge problem?

· Is there enough provision in place for your family should you be unable to work or have an accident?

Alexander Ash & Co. are authorised by the Financial Services Authority

Who Else Do You Know?

Do you know anybody else who would like a free subscription to E-ProActivity? Perhaps a supplier or customer? Simply give us their e-mail details and we will invite them to subscribe free of charge as a gift from you.

Hot tips from friends of Alexander Ash & Co. 

Do you have any tips to pass on to fellow ProActivity subscribers? Perhaps a business book you can’t put down, a management idea that works well for you, or even an inspiring quotation. Whatever it is, please tell us and we’ll pass it on to other subscribers.

HAVE FUN!

Contact Details

If you want any further information on any of the items in this edition, please feel free to call your usual contact or complete the details on the information request form on the last page.

Alexander Ash & Co.

7th Floor, Ockway House

41 Stamford Hill,

London

N16 5SR

Tel

020 8802 1204

Fax

020 8809 0610

Email

paul@alexander-ash.co.uk
Website
www.alexander-ash.co.uk
About Alexander Ash & Co.

Alexander Ash & Co. Chartered Accountants specialise in helping businesses become more successful and profitable. As founder members of the Added Value Network, and working in conjunction with some of the country’s leading business achievers and thinkers, we have developed a suite of tools and resources to help entrepreneurs take their businesses and their lives from where they are to where they want to be. And, as part of our commitment to your success, we will gladly introduce you to those tools and resources free of charge.
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INFORMATION REQUEST – FAXBACK FORM

Fax to Alexander Ash & Co. 0208 809 0610

	Name
	

	Address
	

	
	

	
	

	
	

	Phone number
	

	Fax number
	

	Email
	


· Please let me have the SystemBuilder software on 30 day trial

· Please let me have a free copy of your interactive CD – “Simple Stuff That Works”

· Please let me have further information on your Business Edge Programme
· Please contact me to arrange a free personal Financial Planning Review
· Please send me a copy of the new AVN book, “Small Business, Big Difference”
· Please contact me about my will and Inheritance Tax problem.

· I am interested in the AVN resource library facility. Please let me have further details.
· Let me have further details on facilitating a Strategic Retreat
Of all the people I know in business, please add the following to your ProActivity mailing list with our compliments.
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