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1. Think creatively Think

creatively
A manager’s job is to get results ... in a world of constant change. Change is
inevitable. Change is opportunity. If you stay as you are you stay where you are.
The world belongs to those who are in love with the new. In such a world there is
a strong relationship between the quantity and quality of new ideas and a 521

manager’s success in achieving resulls.

1. A definition of creativity

Creativity is the ability to improve. We all came into the world being creative,
innovative, and inventive. Qur birthright is to improve our condition. We all
behave in a manner consistent with improving our condition. For most of us our
creativity has lain dormant since childhood. We must all now learn to tap into
our own creativity. We can all learn to tap into the creativity of others. One of
the mental laws which govern all our lives is the law of habit. The law of habit
states that almost everything we do is habit. The ways in which we walk, talk,
respond to situations and the ways in which we use our creativity are all habits.
Make a habit of using your creativity. Make a habit of trying to improve
situations by 10 per cent. There are many ways in which we can improve sales
by 10 per cent, reduce costs by 10 per cent, and increase profit by 10 per cent.
Everything can be improved in some way. The success of the organization is
directly related to the quality and quantity of new ideas generated and
implemented. Many companies have been saved by using the techniques in
creativity discussed later in this section. In all aspects of the business there are
ways of being better, cheaper, and faster. The competitive advantage of our
business is that we are better, cheaper or faster than our competitors in some
way. Furthermore, there are always ways in which we can be more pleasant in
our dealings with customers, suppliers, bankers, etc. Being “nicer” is the fourth
way in which we can establish competitive advantage. Continuous
improvement through creativity is one of the keys to success in business.

2. Determinants of creativity

The world of success and failure in business is a mental world in which

everything starts with ideas. Unfortunately, most of us have a strong tendency

to stifle our own creativity or to dismiss our own creative ideas as worthless.

For individuals the level of creative activity and the value on which an

individual places on his or her own creativity tend to be determined by past

experience, the present situation, and the self-concept. We tend to be more

creative if in the past we have worked in a positive environment where

creativity has been encouraged. Creativity is encouraged by enthusiasm,

excitement, love, joy and acceptance of responsibility. Unfortunately, many of

us have worked in negative environments where creativity was stifled by fear of

failure, fear of rejection, self-doubt, self-pity, failure to accept responsibility, Journalof Management
hate, envy and blame. If our present situation is dominated by positive  Development, Vol. 16 No. 8, 1967.
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emotions, then this encourages creativity. Finally, from the law of belief we Press. 02621711
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Journal of know that we always behave in a manner consistent with our beliefs. If we
Management believe we are creative, then we behave in a manner consistent With being
Development creative. We have a self-concept or b}ehef about each aspect of our llves. Each
168 individual has a self-concept level of income, a self-concept level of creativity, a

’ self-concept as a manager, a self-concept as a sales person, a self-concept as a
negotiator, a self-concept as a squash player, cook and lover. The self-concept is
522 the bundle of beliefs an individual has about his or her ability. In short, if you
believe you are creative you behave in a manner consistent with being a creative
person. The most exciting part of the law of belief is that beliefs are not based
on reality. If you believe you are a Christian you are a Christian. If you believe
you can swim you are a swimmer. If you believe you can ride a bicycle, then you
will always behave in a manner consistent with being able to ride a bicycle.
Make a decision to believe that you are a creative genius. Visualize,
emotionalize, and affirm. Visualize yourself as a creative person. Imagine how
well you would feel if you were a creative person. Finally, make a habit of the
affirmation: “I am a very creative person”. If you believe you are creative, then
you will behave in a manner consistent with being creative.

As far as the organization is concerned, happy, open, optimistic, encouraging
environments encourage creativity. Low levels of creativity are associated with
a negative environment. Positive emotions are strongly associated with
creativity. Managers should provide a work situation which is encouraging,
enthusiastic and exciting. These are the great positive emotions. Finally, high
self-esteem is strongly associated with creativity. Self-esteem is the extent to
which an individual feels valuable and worthwhile, One aspect of a manager’s
job is to make people feel important, to make people feel valuable and
worthwhile. We must all encourage others to repeat the affirmation: “I am a
valuable and worthwhile person”. Many people suffer from low self-esteem
believing that their ideas are of little value. A high self-esteem environment is a
creative environment.

3. Stimulate your creativity by goal setting
Creativity is stimulated by clear goals with specified deadlines for achievement.
Think about your managerial goals. Where would you like to be one year from
now? Where would you like to be three years from now? What business would
you like to be in at some specified future date? How much money would you like
to be earning three years from now? What sort of a company car will you have?
What are the skills you must acquire in order to achieve those goals? What are
your personal and family goals? Where would you like to be 20 years from now?
What are your most urgent goals during the next 12 months? What are your
three most pressing problems or challenges at this moment?

We use the following exercise to stimulate the creativity of managers,
including the self-employed.

Career/business goals
In an ideal world, what business would you like to be in three years from now?
What position will you hold in the company? What will your salary be? What
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level of sales and profits will you achieve? What sort of a company car will you Think
have? Write down five career/business goals for achievement within three creatively
years.

Personal development plan

One of the simple truths we all have to face up to as adults is that wherever we

are in business at the present time is where we deserve to be. If we had greater 523
knowledge/skills and a more positive attitude then we would be in a better
position. If we had less knowledge and a more negative attitude, then we would
not even be where we are today. In order to advance in business, we must
change in some way. We must increase our knowledge/skills and/or we must be
more positive in attitude. What additional skills must you acquire as a manager
to be in the position you would like to be in three years from now. Do you need
to be more creative? Do you need to learn more about strategy, marketing, sales
skills, negotiation skills, finance, leadership? Be honest with yourself and write
down five skills which you must acquire over the next three years to achieve
your career/business goals.

Personal and family goals

Why do you want to be successful in business? What are the personal and
family goals that drive you forwards? Do you want to be happily married with
two children in private school? Do you want a beautiful home in the country? Do
you want a trip around the world, an expensive motor car, status, admiration,
your own private swimming pool? By focusing and concentrating on these
goals, defining them with crystal clarity, and setting deadlines for their
achievement, you will stimulate your own creativity.

4. Stimulate creativity by identifying rocks

What are the rocks that stand between you and achieving your desired goals?
What are the limiting factors? What are your self-limiting beliefs? What are the
negative emotions which are holding you back? There are always obstacles
which stand between an organization and the achievement of its goals. There
are always obstacles which stand between managers and achievement of
desired results. By facing up to the rocks, with a great deal of self-honesty, we
can stimulate our creativity. What are the obstacles that stand between the
organization now and its ideal future? Define the ideal future, i.e. goals, and
then identify the rocks. Use your creativity either to overcome the rocks or avoid
them. What is the factor which is limiting the organization in achieving its
goals. Is it lack of finance? Is it lack of leadership? Is it lack of a coherent
strategy? Is it failure in marketing, selling, negotiating, people skills? Is it lack
of focus, poor advertising, poor human relations, lack of information, failure to
maintain competitive advantage? As a manager, what are your own self-
limiting beliefs? Do you believe that you are incompetent in leadership, in
marketing, in selling, in negotiating, strategy? Do you feel that you cannot
achieve more because you are inadequately qualified, because you did not go to
university, or perhaps because you are a woman. Which negative emotions are
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Journal of holding you back? Is it an inability to accept responsibility, a propensity to

Management blame others for your condition, envy, self-pity, fear of failure, fear of rejection,
Development jealousy, anger or self-doubt? Use your self-honesty and then your creativity to
16.8 change your self-limiting beliefs and overcome negative emotions. Negative

emotions can be replaced with the positive emotions of excitement, enthusiasm,

love, joy and acceptance of responsibility. These positive emotions can be
524 stimulated by clear goals. Focus and concentrate on what you want. Focusing
on your desires stimulates positive emotions and creativity.

5. Creative and uncreative thinking

Mechanical thinking

Do you tend to see things as either black or white? Are you inflexible in your
thinking? Are you generally pessimistic? Do you have fixed attitudes? Do you
tend to blame others for your condition? If you do tend to indulge yourself in
this kind of mechanical thinking, then you will also tend to be uncreative. Make
the necessary efforts to change your thinking.

Adaptive thinking

Do you tend to have an open mind on most affairs? Are you flexible in your
thinking? Are you generally optimistic? Is your thinking solution-oriented
rather than problem-oriented? Do you generally suspend judgement until all the
facts have been collected and analysed? Do you avoid attachment to one idea? If
you can practise adaptive thinking rather than mechanical thinking then you
will be more creative. Do not take it personally if someone holds a different
opinion from yours. Do not make a habit of justifying being exactly as you are.
If you stay as you are, you stay where you are. The more you do of what you do,
the more you get of what you have got!

6. I am a creative genius

Intelligence is a way of behaving. If you behave intelligently, then you are
intelligent. Alternatively, if you behave as an idiot, then you are an idiot — even
if you have a university degree. Your IQ is a measure essentially of your verbal
and mathematical skills. There are many different kinds of intelligence, which
are more relevant to success in business than verbal and mathematical skills,
e.g. intuitive intelligence, social skills intelligence. Use the affirmation: “l am a
creative genius”. This will become part of your belief system. Once you believe
that you are a creative genius then the law of belief tells us that you will behave
in a manner consistent with being a creative genius. The following four
characteristics of genius can all be learned.

Clarity

Try and see the big picture. Try and identify causal relationships. Identify
specific, measurable goals. Decision making becomes much easier when the
goal is clear. Be honest in identifying problems, rocks, negative emotions, self-
limiting beliefs.
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Focus and concentration Think

Focus on outcomes. Define the perfect outcome. Describe the perfect outcome. creatively
Focus and concentrate on the issue. All highly creative people have the ability to
focus and concentrate on the issue. Avoid the butterfly mentality of those who
consistently jump from one issue to another resolving nothing. Make lists. Keep
notes. Investigate all the possible routes.
525

Adaptive thinking

Avoid attachment to one idea. Be adaptive and flexible. Keep an open mind. Ask
questions. Stand back and consider the ideas of others. Keep questioning the
assumptions. Ask others who have faced the same problems. A different point
of view from yours is not an attack on your integrity or ability.

Use systematic methodology

Use the systematic methods of problem solving discussed in this article — the
20-idea method, the systematic method, brain storming, finish the statement,
the standard approach, lateral thinking and access the superconscious.

7. Making a new start in creativity

Creativity is a skill which can be learned and developed. We can all make
improvements, especially in those areas which are closest to us. Make a start as
below.

(1) Desired goals. Begin to focus and concentrate on achievable goals within
a specific time period.

(2) Urgent problems/challenges. Identify your most pressing problems/
challenges and focus and concentrate on those issues.

(3) Use focused questions:

« How can we increase sales by 25 per cent over the next three
months?

+  How can we reduce our heating costs by 15 per cent?
«  How can we improve our customer care?

»  How can we make our advertising more effective?

« In any situation what are our assumptions?

(@) Start being adaptive/flexible. Make a habit of saying: “I was completely
wrong on that occasion”; “I changed my mind completely”; “I don’t know
anything about that”; “I need a great deal of help in this area”.

() Bombard your mind. Bombard your mind with the information which is
consistent with being highly creative. Read books, listen to tapes, attend
courses, and most of all, spend time with people who are creative. Form
a mastermind alliance of creative people. We are very much influenced
by the people around us, our reference group. If you spend time with very
creative people this will encourage you to be creative.
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Journal of 8. Use the three tiers of the brain

Management The brain seems to be divided into at least three sections — the conscious, the

Development subconscious and the superconscious. The conscious mind is where our daily

16.8 thinking takes place in making decisions and trying to solve problems. The
bl

conscious mind can call up ideas, experiences and beliefs from the subconscious

which is where all our experiences and beliefs are stored. The subconscious
526 operates 24 hours a day and can handle any number of problems. One way to
stimulate creativity is to consider all aspects of a problem, and then ask the
subconscious to find the answer by 3 p.m. the following Friday afternoon. The
subconscious can be used to solve problems or rise to challenges or instructions
from the conscious mind. The superconscious mind has access to knowledge
and experience beyond one’s own knowledge and experience. The
superconscious 18 the source of creativity, excitement and intuition. The
superconscious mind is stimulated by clarity, strong desire, solitude and strong
emotions. It is maintained by some people that any desire that can be
transmitted to the superconscious must be brought into reality by the
superconscious mind. Focus and concentrate on your crystal clear goals. Drive
those goals into the superconscious. Desire to achieve your goals as a manager.
Reflect in solitude on goals, problems, challenges, opportunities. Drive a great
deal of emotion into your desires. The superconscious will reward you with
blinding flashes of the obvious, the people, information, and circumstances
required to achieve your goals, and unexpected chance events which will enable
you to get the results you require. Remember that any goal or desire which you
can drive into the superconscious must be brought into your reality.

9. Creative thinking alternatives

We do not all think in exactly the same way. Some people think in pictures,
others in words, others depend on their emotions. Faced with a
problem/challenge, those who visualize tend to draw or map out the possible
solutions. They conclude: “it looks good to me”. Those who think auditorially
talk through the various alternatives, using words, and conclude “this sounds
like a good idea”. Those who think kinaesthetically rely on their feelings about
a situation and conclude “I feel this is the right way forward”.

In order to stimulate our creativity we should each approach the same
situation by trying to draw solutions, work out solutions in words, and examine
our emotional responses to situations. We should also try to understand that we
may be able to see an answer, but others need to have it spelt out in words. Try
not to be too hard on those who cannot see or even work out the answer verbally.
Some people need to feel it is the right way forward. You can stimulate your
creativity by trying an approach which does not come naturally to you.

10. The standard approach to problem solving

Faced with a problem many people do not know what to do. Those who think
they know what to do often stick to the one obvious solution. Many of us suffer
from identification in that we take it very personally if somebody offers an
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alternative. Many of us continue to justify making the same mistakes we have Think
always made. The following standard approach solves many problems: creatively

(1) Define the problem with great clarity. Simply defining the problem
precisely is believed to solve about 50 per cent of problems.

(2) Collect information. Collect all the facts together, not just the convenient
facts. Avoid identification, i.e. taking it personally if some of the facts do 527
not fit with preconceived solutions. Practise detachment, i.e. separate
people from the problem. Detach yourself from the personalities involved
and focus on the problem.

(3) Ask others for advice. Tap into the creative genius of others. Tap into the
experience of others. Do not be afraid to ask your way to success.

(4) At first, try to find the conscious solution. If a conscious solution cannot
be found then feed all the information into the subconscious/
superconscious sections of the brain. Demand a solution by 3 p.m. next
Friday afternoon. Express the desire with great clarity, desire a solution
with intensity, use solitude and put a tremendous amount of emotion into
the desired goal. Wait for a blinding flash of the obvious.

(5) Go through the problem, information, desired outcomes, etc., last thing at
night before sleeping. The answer could appear in the middle of the night
or first thing in the morning. If the answer occurs at 4.30 a.m., then catch
the idea on a tape, or jot it down in a notebook. Always keep a notebook
or a dictaphone at hand on journeys and at night. Many blinding flashes
of the obvious will occur to you when you are extremely tired or fast
asleep. You must catch the moment. The answer which is obvious at 4.30
a.m. may be unavailable at breakfast.

11. Ask focused questions
In business we face many problems/challenges/opportunities often associated
with increasing sales, reducing costs and increasing profits. In any situation, we
should ask a series of focused questions along the following lines:

(1) What is the perfect outcome?
2) What exactly are we trying to achieve?
3) How are we trying to achieve the perfect outcome?
4)

5) Is there a better way of achieving the same outcome?

(
(
(4) How else could we achieve the same result?
(
(6) What are our assumptions?
(7) Could our assumptions be wrong?
(8 What would be the effect if our assumptions are wrong?
(9) Who else has faced the same problem?
(10) What are the alternatives?
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Journal of (11) What do our competitors do?
Management (12) Can we ignore the problem?

Development (13) Has anyone else achieved a better result?
16,8 (14) What mistakes have we made in the past?
528 (15) What mistakes have others made in the past?

12. A zero-based approach

A very simple way of looking to the future is to take what happened last year
and add on a few percentage points. This approach has been found to be
unsatisfactory in a dynamic economy. A different approach is to assume a zero
base and then justify all future activities. One way of approaching zero-based
thinking is to ask the question: “knowing what we know now, would we ...”” For
example, “knowing what we know now, would we have launched this product?”
If the answer to this question is “no”, then make a decision to drop that product
and take the necessary action. Sell it, franchise it, close it down, but get rid of it.

+  “Knowing what we know now, would we have opened this department?”

«  “Knowing what we know now, would we have entered into the joint
venture?”

+ “Knowing what we know now, would we have started legal
proceedings?”

+  “Knowing what we know now, would we have employed this person?”
»  “Knowing what I know now, would I have entered into this relationship?”

If the answer to any of these questions is in the negative, then make the
necessary decision, take the necessary action, to bring the matter to a close.

13. Solving problems using the systematic method
+  How can we increase sales by 25 per cent over the next six months?
» How can we make our advertising more effective?
» How can we gain an extra 5 per cent market share?
«  How can we double our effectiveness in selling?

The systematic method is a very powerful tool in fighting off threats, solving
problems, rising to challenges and taking advantage of opportunities.

(1) Assume that there is a logical, workable solution and confidently
expect that you will find the answer.

(2) Use positive language, i.e. avoid the words “threat” and “problem”, and
use the words “challenge” and “opportunity”. At least use the word
“situation” which is neither positive nor negative.

(3) Define the situation with great clarity. Make notes. Make lists. Make use
of paper.
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(4) Identify and list all the possible causes of the problem. A great many Think
problems are solved simply by identifying the causes. creatively

(5) List all the possible solutions, not just the obvious solutions, but all the
solutions. Even after finding the right answer, make the necessary effort
to find a second right answer. At this stage, focus and concentrate on the
solution and stop focusing on the problem. Many people can never solve
a problem because they insist always on talking about the problem. In 529
fact, many people fall in love with their problems and seem at times to
talk about nothing else. Winners focus on solutions, talk about the future,
focus on opportunities. Losers fall in love with their problems, talk about
the past and blame other people for their condition.

(6) Make a decision or set a deadline for making a decision. Remember,
making a decision is much better than making no decision at all.
Indecisiveness is a major cause of stress and anxiety. Most problems are
solved at this stage, but even if you only set a deadline then the
superconscious should come up with a sotution at the appointed time.

(7) Assign responsibility for taking the necessary action which will give the
desired result. Only action gets results. Making a decision is not enough.
Somebody must accept 100 per cent responsibility for taking the
necessary action. Many problems remain unsolved because nobody takes
the necessary action after a decision has been made.

(8) Set a deadline by which the necessary action must be taken.

(9) Take the necessary action. Only action gets results. In order to take action
we need to make decisions. In order to make decisions we need
information. The sequence is: information — decision — action — results. A
manager’s job is to get results.

(10) Inspect what you expect. What gets measured gets done. We must
develop the habit of inspecting what we expect from other people. We
must find a way of measuring the key result areas of employees. If it
does not get measured, then it probably will not get done. When
assigning responsibility for action to somebody else, this is delegation
not abdication. As the manager, you are still responsible for the result,
even if somebody else is taking the appropriate action.

14. The 20-idea method (mind storming)

Of all the techniques for solving problems, rising to challenges, taking
advantage of opportunities, the 20-idea method is probably the most powerful
and most widely used. There are 20 ways of increasing sales by 25 per cent over
the next six months; there are 20 ways of getting to work everyday; there are 20
ways of making our advertising more effective; there are 20 ways of doing just
about anything. The key to using this method is to force yourself to come up
with 20 ideas. Managers often find that ideas 17 to 20 are the best ideas. Clearly,
you have probably already considered one to six. These obvious ideas, which
you have already decided are inappropriate, can be quickly dismissed.
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Journal of You can use this method alone or in groups. This method is used by many

Management wealthy and successful people.

Development (1) Write down the problem/challenge/opportunity.

16,8 (2) Generate 20 possible answers. Force yourself to go the distance and
create 20 solutions; not ten, not 16, but 20. It is usually the last few ideas

530 which are the best ones.

(3) Select the appropriate answer and take immediate action.

15. Brain storming

Many companies use this method on a regular basis to achieve goals and solve
problems. Quality circles meet on a regular basis to improve quality, solve other
specific problems and rise to other specific challenges.

(1) The group should consist of four to eight people meeting in a spirit of
co-operation.

(2) Define the question/problem with clarity, e.g. how can we increase sales
by 25 per cent over the next six months?

(3) The group should be given 50 to 60 minutes to generate a recommendation.

(4) The leader should encourage the group in the first instance to generate
as many ideas as possible. Quantity is more important than quality at
this stage.

(5) Every idea must be recorded by the facilitator/leader.
(6) The leader should allow no criticism or ridicule of ideas.

(7) The appropriate decision should be made selecting the best course of
action which may well be a superconscious solution from one of the
participants.

(8) Assign responsibility, set a deadline, and take the necessary action as
listed earlier under section 13.

16. Finish the statement (organized brain storming)
One of the most effective ways of generating ideas is to make statements which
need to be finished:

«  We could double our sales over the next 12 months if ...

«  We could reduce our distribution costs by 15 per cent if ...

«  We could double our profits next year if ...

«  We could reduce the time it takes to grant a loan by 15 per cent if ...

«  We could double car-parking facilities if ...

«  We could get 50 per cent more output from our existing facilities if ...

The results of this simple technique can be astonishing. We are forced to be
creative. We come up with superconscious solutions. The technique can be very
powerful used with small groups of employees.
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17. Lateral thinking
Instead of trying to solve the same old problem using the same old method, why
not try a completely different approach.

Reversal

Instead of thinking of the problem as a problem, think of it an opportunity. An
opportunity is something from which we benefit. What benefits can we
generate from this situation? How can we use this situation to increase sales,
reduce costs, increase profits?

Random association

“Our business is like a tree because ...” “Our business is like an apple because ...”
“Our business is like a fairground because ...” “Our business is like a motorway
because ...” “Our business is like a helicopter because ...”, etc. This mind-
stimulating exercise allows us to see the business in a completely different light.
It stimulates our creativity.

Shift the donunant idea

We are often asked the question: “why should 10 per cent of the market buy our
product?” We could ask a different question: “why should 90 per cent not buy
our product?” Instead of asking the question: “how can we increase sales by 25
per cent over the next six months”, we could ask the question: “what action
would we have to take for us to lose 25 per cent of our sales of the next six
months?” Doing the complete opposite of what we would have to do to lose sales
helps us to generate ideas about what we should do to win sales.

Argue the case for the opposition

If only lawyers would learn to do this, there would be far fewer appearances in
court. Use your creativity to generate an argument from the point of view of the
competition or adversary. This gives greater understanding of the situation and
can tell us exactly what we must do to win.

Fantasize

Instead of trying harder and harder to solve the problem, ask the question: “if I
could wave a magic wand in this situation, what would be achieved”. By
fantasizing, waving the magic wand, visualizing the perfect outcome, we can
use our creativity to find a way forward. We can imagine that the problem is
already totally solved and then ask the question: “how did we actually get to
this perfect solution?”

18. Ask innovative questions

Stimulate your creativity by asking innovative questions relating to marketing,
selling, etc. If our customers are buying products A, B, and C, which D, E, F
products can we add to our product list? Which additional benefits can we
provide for our existing customers? Where can we find additional customers for
our present benefits? Can we put our existing products to other uses? How can

Think
creatively

531
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we creatively imitate our competitors? Can we develop our product to make it
more attractive? Can we reduce our product to make it more attractive? Can we
make a substitute for our existing product? Can we combine our product with
another product? How can we change our existing product to make it look like
something else? Which additional products do our competitors sell? etc.

19. Sources of innovation
Unexpected events
Surprise events can lead to the demand for new products/services

Incongruity

New products sometimes occur when the search for an answer to one problem
results in the unexpected. The unexpected discovery can be a new product
which results in benefits for customers.

Process need to overcome difficulty
Innovation sometimes becomes necessary when an organization hits a rock
which stands between it and the achievement of a desired result.

Change n industry structure
When a major industry has to change its products, this can lead to lots of spin-
offs for other businesses, e.g. the move towards smaller cars.

Demographic changes

The fact that people move in numbers from one area to another means that
there is increased demand for all sorts of products/services in the newly
occupied territories.

Changes in values
Changes in customer values necessitate innovation, e.g. the move away from
meat products to vegetarian products.

New knowledge

Research and development provides a constant stream of new knowledge. From
this knowledge new products in which customers see a real benefit can emerge.
When managers find these sources of innovation, they should ask the question:
“how can this situation be used to produce benefits for which customers are
willing and able to pay?”

20. New ideas
The world is full of new ideas. Very few of these ideas are ever turned into
profitable products. When faced with new ideas, we should adopt the following
approach:

(1) Define clearly what the idea is.
(2) What is the benefit it produces?
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What does it do? Think
What does it cost? creatively
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Does it make at least a 10 per cent difference to customers?
Why should anybody buy this benefit from me?

What else could produce exactly the same benefit?

What does the alternative cost?

J2d
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How will our competitors react?

Will it do the job it is intended to do?

Is it at least 10 per cent better than the existing alternative?
Is it a significant improvement?

Is it compatible with human nature?
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Would you recommend it to your family and friends?

Would you buy it yourself?

Is anybody prepared to be a product champion for this product/service?
[s it too soon for this product, or is it too late for this product?

Is it worth the expense?
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Will people understand it? Can the benefit it provides be easily
summarized in 20 words?

21. Benefits for customers
Remember that we are all in business to provide benefits for customers — at a
profit. We are not in business to make products and provide services. The world
1s full of products and services in which customers see no benefit and for which
they are neither willing nor able to pay. Benefits customers seek include an
increase in self-esteem, new knowledge, companionship, additional wealth,
success, power, influence, self-expression, better health, better relationships,
social status, popularity, self-actualization, recognition, admiration, prestige,
security, safety, self-preservation, a decent meal, a good laugh and excitement.
Remember that customers are lazy, ignorant, selfish, greedy, impatient, disloyal,
ruthless and vain. Use your creativity to generate benefits which are consistent
with customer characteristics.

Creativity is the ability to improve. Creativity is a skill. Use the ideas and
techniques in this chapter to stimulate your creativity. Seek and ve shall find.
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Management

Development Success is achieving one’s goals. To become successful goal setting is essential. The

16,8 very small number of people who set believable goals are the same very small
number of people who become successful.

534 These successful people use the mental laws which prevail in the world of

achievement to get what they want. You can join them!

1. Success is goal setting

The people who set goals are the people who become successful. Set goals for
your career, set goals for your own self-development and set goals for your
private life. Think ahead at least three years into the future. Set five goals for
your business career. In an ideal world, in which business would you like to
bring benefits to customers? What is your area of excellence? For which products
are you prepared to be a product champion? What is it that makes you feel
valuable and worthwhile? What is your core business? What position would you
like to hold in three years’ time in that business? What will be your salary? How
many people will be working for you?

Set five goals for your personal development. The reason why you do not hold
that position in that business at the moment is that you are not prepared for it.
You have not learnt the skills, paid the necessary price in advance. If you were
ready for that position, you would already have it. Be honest with yourself. Self-
honesty is one of the key ingredients of happiness. Do you need to learn creative
skills, goal setting, strategy, marketing, sales skills, negotiation skills, leadership
skills, finance, time management? Make a decision to learn the skills you need to
achieve that job, in that industry, earning that amount of money. Remember
three years from now somebody will hold that position. That somebody could be
you, but you must acquire the necessary skills and be very positive in your
attitude.

Finally, set at least five personal goals. Why do you want to be successful in
your career? What are your personal and family goals? Do you desire
admiration, respect, a house in the country, a happy family, two children in
private education, happy relationships with friends and family, travel, a yacht,
an expensive motor vehicle? Set at least five personal goals you will achieve in
the next three years.

This is a challenging exercise. It requires self-knowledge and courage.
Remember, whatever goals you write down you can have, provided you believe it,
you are prepared to set it as a goal, and you are prepared to pay the necessary
price in advance. Unfortunately, you always have to pay the price for success in
advance. You have to make the necessary efforts to learn the skills, be positive
and take the necessary action. Collecting information is important, making
decisions is important, but only action gets results. A manager’s job is to get
results.
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2. What success means to you Set goals
One important part of your journey towards self-knowledge is discovering what

1s important to you. What do you want out of life? Many people have suggested

that the following are the ingredients of success:

(1) Happiness/peace of mind. Peace of mind is top of the list for many people.
This includes freedom from fear, freedom from worries, freedom from il
health, freedom from any kind of limitation, from financial troubles, etc. It
1s the feeling that you are the master/mistress of your own destiny, a
feeling that you are in control.

Excellent health. Many people put excellent health at the top of their list.
Health is energy, not fitness. If you have a tremendous amount of energy
then you are extremely healthy. Your birthright it to enjoy lots of energy,
excellent health. Your body has a natural bias towards health.

High quality of loving relationships. Those of us with families understand
that we would not sacrifice our loving relationships for all the money in
the world. This is perfectly natural. Enjoying excellent relationships with
family and friends is an essential ingredient of human happiness.

Adequate finance. Many people assume that money equals happiness.
This is clearly not the case since many people place a much higher value
on their health and the quality of relationships than on the amount of
wealth they hold. Nevertheless, money is important. We all need to feel
that we have enough money not to worry about money.

Worthy goals. As human beings we all need to feel that what we are doing
is important. As managers and business people we must strive to work in
those areas which makes us feel valuable and worthwhile. The extent to
which an individual feels valuable and worthwhile is known as “self-
esteem”. Success is highly correlated with high self-esteem.

Self-knowledge. We all need to go on a journey of self-knowledge to
discover our desires, our needs, our goals. What 1s your area of
excellence? What is your self-concept level of income? What is it that
makes you feel valuable and worthwhile? What do you need to include in
your personal development plan?

Self-fulfilment. To what extent are you fully stretched in your career? To
what extent are you fully stretched in striving to achieve excellent health,
enjoy your relationships, earn your self-concept level of income, pursue
worthy goals and discover who you are and what you want? The self-
fulfilled person is the person who is fully stretched in striving to achieve
worthy goals.

One of the first steps we must all take to be successful is to accept responsibility
for our condition. Accept one hundred per cent responsibility for your health, for
the quality of your emotional life, for the amount of money that you earn, for
pursuing goals which are worthy of you, for finding out who you are and what
you want, and for getting a tremendous feeling of satisfaction out of your life. All
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Journal of successful people accept responsibility for themselves. If you accept
Management responsibility, jchen you must be in control. This is why throughout history
Development people have clalmgd tha‘g you are the master, you are the mistress, of your own
16.8 destmy. The 'key ingredients in health are positive mental attitude, diet, and

] exercise. Accidents do happen, but you must accept responsibility for your level
of energy. The only person who can adopt a positive attitude for you is you. The
536 only person that who can eat sensibly for you is you. The only person who can
exercise regularly for you is you. The National Health Service can patch you up,
but the National Health Service cannot adopt a positive mental attitude for you,
diet, or exercise for you. Whether you like it or not you decide the extent to which
you get along with other people. Whether you like it or not you decide how much
money you earn. The amount of money you earn is decided by the quality and
quantity of what you do. At the same time, we all strive to earn our self-concept
level of income. If you believe you are a £20,000 per annum, then you will always
earn close to £20,000. If you believe you are a £50,000 a year person, then you
will do what ever is necessary to earn approximately £50,000 per annum. People
who earn a lot of money are not necessarily more clever or more highly qualified
than people who earn very little money. People who earn a lot of money offer a
higher quality and quantity of benefits, and the have a higher self-concept level
of income. The only person in this world who can work out worthy goals for you
is you. The only person in the world who can give you the self-knowledge you
need to discover who you are and what you want is you. You are the only person
in the world who can see to it that you are fully stretched in striving to achieve
your goals. In short, you are responsible for achieving your own happiness, you
are responsible for achieving your own peace of mind. You can blame other
people for your condition, but this does not improve your condition. You can only
improve your condition by accepting responsibility for yourself, setting clear
goals, and then resolving to pay the necessary price in advance. Your success in
life is determined by your knowledge and your attitude. Again, since you have
infinite capacity for learning and vou can adopt as positive or as negative an
attitude as you wish, then you must accept responsibility for you own success or
lack of it.

3.1 am responsible
Most people blame their inadequacies on their education, their qualifications, the
boss, the company, the economy, the government, their families, their friends, the
neighbourhood in which they grew up. As human beings we are all geniuses at
justification. We are all brilliant at justifying being exactly as we are.
Unfortunately, once you justify being as you are, this becomes your excuse. You
will probably hang on to the same excuse for the rest of your life. Unfortunately,
the price we pay for justification is staying exactly as we are. If we do not
change, but stay as we are, the penalty is that we stay where we are. If we want
to move forward in life then we have to change in some way.

All successful people accept responsibility for themselves. They do not blame
others for their condition. The only person who can learn to play the violin for
you is you. The only person who can learn to speak Russian for you is you. The
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only person who can earn £50,000 per annum for you is you. If you accept Set goals
responsibility, then you take control. You become the master, the mistress, of

your own destiny. Accept responsibility for your level of energy, for adopting a

positive mental attitude, for what you eat, and for taking regular exercise.

Accept responsibility for the quality of your family life, for the amount of money

you earn, for pursuing goals which make you feel valuable and worthwhile, for

acquiring self-knowledge and self-fulfilment. Accept responsibility for setting 537
goals and resolving to pay the price in advance. Accept responsibility for being
creative, for setting goals, for implementing a successful business strategy, for
implementing a successful marketing strategy, for being excellent at selling,
excellent at negotiating. Accept responsibility for giving leadership, for
understanding the financial implications of your activities, and managing your
time in a manner consistent with achieving your goals.

4. Stop making excuses

We all have to accept that wherever we are in life at the present time is a direct
result of our knowledge/skills and our attitudes. If you want to be somewhere
else three years in the future, then you must go to work on your knowledge/skills
and your attitude. Stop making excuses. Make a decision to change. If you stay
as you are, you stay where you are. Why is it that so many people stay many
vears in jobs which they dislike and find undemanding and unrewarding? The
answer is simply that they stop learning and they hang on to the same attitudes
which got them in to those undemanding and unrewarding jobs in the first place.
Even hard work is not enough. The more you do of what you do the more you get
of what you've got. Working very very hard at the job which you are doing right
now will not lead to success in the future. If you want to earn more, then you
have to learn more. If you want to have that job three years from now that you
desire, then you have to change your attitude and go to work on a self-
improvement plan. Adopting a positive mental attitude will dramatically and
very quickly increase your success rate. The good news is that attitudes can be
changed in seconds. Most of us assume that to be successful you must be
intelligent, be highly qualified, be good looking, be of sufficient height, have a
great deal of luck, have excellent connections, and be in the right place at the
right time. These factors have been studied over many years and have been
found to be irrelevant to success in general and success in business in particular.
We all suffer from self-limiting beliefs and negative attitudes. Go to work on your
self-limiting beliefs. We think that we can’t ride a bike, can’t sell, can’t be
creative, can’t do presentations, can’t understand marketing, can’t develop our
leadership skills, can’t understand strategy, can’t understand the financial
implications of our actions. These are simply examples of self-limiting beliefs.
Question your beliefs about yourself. Your beliefs are not based on reality. They
are based on all sorts of strange ideas which have been planted in your mind
over the years either by others or by yourself. You can remove your self-limiting
beliefs immediately if you make the necessary effort. Negative emotions hold us
back more than anything else. Most people adopt a very negative attitude. They
blame others for their condition. They feel that they do not deserve to be
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Journal of successful. They suffer from envy, hate, self-pity, worry, stress, anxiety, fear of

Management failurg and fear of rejection. Make a tremendous effort to rid yourself of negative

Development emotions. Try and substitute negative emotions with positive emotions. Focus

16.8 and concentrate on the positive emotions of willingness to accept responsibility,
M

being excited about what you do, being enthusiastic, having positive

expectations about yourself and others, bringing joy and love to your work and
538 others. Accept responsibility for setting goals and achieving them, and stop
making excuses.

5. The success formula
Many people make the incorrect assumption that their success depends on paper
qualifications, general intelligence, height, connections, good looks, and the
wheel of fortune. In fact, the two key determinants of human potential are
knowledge and attitude. The success formula is as follows:

Knowledge/skills x attitude = results/performance.
We all came into this world with infinite mental capacity, an infinite capacity for
learning. We can all be creative, set goals, learn strategy, marketing, sales skills,
negotiation skills, finance and time management. We are all capable of becoming
experts in our area of specialization, our area of excellence. If we make the
necessary efforts to study our area of excellence, take action, think about our
results, question what we have learned and the actions we have taken, then we
are ready to learn even more. Over a five-year period, we are all capable of
becoming experts in our own chosen areas of excellence. We can all blame others
for the extent of our knowledge, in particular our family and the educational
institutions we attended. However, at the age of 18 we all become adults. From
the age of 18 onwards we must all accept responsibility for our own learning.
Most people are very surprised to learn that our knowledge/skills probably
account for less than 20 per cent of all the success we ever enjoy. The world is full
of geniuses who cannot even earn a living. The world is full of geniuses doing
jobs which they find undemanding and unrewarding. Attitude accounts for over
80 per cent of the success we enjoy. The good news is that attitudes can be
changed in seconds. Positive mental attitude means being excited, enthusiastic,
bringing love, jov and encouragement to situations. Unfortunately, most of us
love to indulge ourselves in the negative emotions of blame, guilt, fear of failure,
fear of rejection, self-pity, anger, worry, self-doubt, hate, envy, etc. All positive
emotions gives us energy. All negative emotions drain us of energy. Although we
would like to blame others for our condition, the simple fact is that you are the
master, you are the mistress, of you own destiny. You can learn just about
anything you want, and you can adopt any attitude you wish. An alternative but
similar success formula is as follows:

Understanding x Effort = Results

A great deal of understanding multiplied by a low level of effort gives a very
poor result. A limited amount of understanding multiplied by a great deal of
effort gives a much better results. Again, we all have infinite capacity for
learning and we all decide the efforts we choose to make. The amount of energy
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we bring to a situation depends on the positive emotions of excitement, Set goals
enthusiasm, etc. Whether you like it or not, the simple fact is that once you are an

adult, you become master/mistress of your own destiny. Once you are an adult,

you accept responsibility for your learning and your attitude. By accepting

responsibility you take control.

6. Mental law number one: the law of belief 539
The fundamental law of human achievement is the law of belief. It postulates
that you always behave in a manner consistent with your beliefs. If you believe
you are a Roman Catholic, then you are a Roman Catholic. If you believe you are
a Buddhist, you are a Buddhist. If you believe you can swim, you can swim. If you
believe you can’t swim, then you can’t swim. Even if you can’t swim, as long as
you believe you can swim, then you will persist in failing until you can actually
swim. Unfortunately, once you decide you can’t swim, then you can't swim. Even
though we are all capable of swimming, once you believe you can’t swim, you
can’t swim. You suffer from the self-limiting belief that you just can’t do it. Your
belief is not based on fact, it is just a belief. Nevertheless, even though our self-
limiting beliefs are not based on fact, we always behave in a manner consistent
with our beliefs. If you believe you can ride a bicycle, then you can ride a bicycle.
If you believe you can’t, you can’t. If you believe you can drive a car, be creative,
set goals, implement a successful strategy, implement a successful marketing
strategy, sell well, negotiate, give leadership, understand the financial
implications, manage your time well, etc., then you can master all these skills.
Even if at the present time you have not mastered these skills, as long as you
believe you are excellent at managerial skills, then you will make the necessary
efforts. You will set goals and resolve to pay the necessary price. You will set
career goals, design a personal development plan, and set personal and family
goals.

Another vitally important aspect of the law of belief is that you can believe
anything that you want to believe. You can believe that you are brilliant at
marketing, selling, strategy, finance, time management. You can believe that you
are successful in business management. You can believe that you are a
millionaire/millionairess. As long as you truly believe, then you will hang on to
that belief, despite setbacks, until your beliefs become your reality. Your beliefs
are your reality. Make a decision to adopt beliefs which are consistent with
achieving your goals. All successful people have beliefs consistent with what
they want to achieve. Join them! Make a decision to change your beliefs. The
beliefs you hold at the moment are largely responsible for the position you hold
at the moment. If you change your beliefs, then you change your reality.
Changing your beliefs about yourself, means changing your self-concept.
Remember your self-concept is your bundle of beliefs about yourself. Make a
decision to adopt the self-concept which is consistent with achieving your
business and personal goals. Everything starts with ideas or thoughts.
Thoughts and ideas become feelings which eventually become beliefs. Your
beliefs have a powerful effects on your expectations. Your expectations have a
powerful effect on your attitude. If you believe you are destined to become
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Journal of successful, then this has a strong effect on your expectations which become very

Management positive. Your positive expectations are translated into a very positive attitude.
Development Your attitude is the major determinant of your success in achieving goals.
16.8 Everything comes back to beliefs. Successful people have the beliefs of

successful people, unsuccessful people have the beliefs of unsuccessful people.

Make a decision to adopt the beliefs consistent with being successful. Make a
540 decision to shake off self-limiting beliefs and negative emotions. Replace them
with positive beliefs and positive emotions.

7. Mental law number two: the law of cause and effect

This mental law is sometimes called the iron law of the universe or the law of
sowing and reaping. As ye sow, so shall ye reap. The law of cause and effect tells
us that nothing just happens. Everything happens for a reason. The most
important application of this law is that thoughts are causes and conditions are
effects. If you want anything to happen in life, then think about it. Concentrate
and focus on it. Thinking about it is the first step in making it happen. There has
to be a reason why people buy your product/service. There are reasons why you
are where you are right now. There have to be reasons why you will be
somewhere else in the future. The most important reasons are your thoughts,
because thinking about something is the first step in making it happen. Most
people spend a great deal of time complaining about the conditions in their lives,
but do not tackle the causes of these conditions. Complaining about the company,
the boss, your spouse, your income, your health, the quality of your
relationships, etc., is a national pastime. People fall in love with their suffering,
talk about their suffering, focus and concentrate on their suffering, and inevitably
draw even more suffering into their lives. Remember that thoughts are causes.
Whatever you think about, you tend to draw into your reality. Make the effort to
focus and concentrate on your goals. Just thinking about your goals is an
important step in bringing your goals into your reality. Think about the house
you want, the salary you want, the position you would like to hold in the
company, the weekly jog you would like to make, the goals you would like to
pursue, the strategy you want to implement, the level of sales you would like to
make, the deals you would like to negotiate, the admiration you want from other
people, the mountain you would like to climb. You will never achieve anything
unless you think about it. Make the first step in success by determining your
goals, and then focusing and concentrating on those goals.

8. Mental law number three: the law of attraction

The law of attraction postulates that there is an almost magnetic force which
draws into our lives the information, circumstances and people in harmony with
our dominant thoughts. If you think about increasing sales, then you
automatically attract into your life the information, circumstances and people
which will help you to increase sales. Unfortunately, if you think about drugs
then you automatically stumble across information relating to drugs,
circumstances in which you can take drugs and people who are prepared to push
drugs in your direction. By focusing on your personal goals, business goals and
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your own self-development plan, vou automatically attract into your life all the
information required, the circumstances and opportunities necessary to achieve
your goals. Most important of all you will attract into your life the people with
the knowledge, experience, money and the positive mental attitude required to
help you succeed.

9. Mental law number four: the law of correspondence

The law of correspondence postulates that the world we see around us is a
reflection of our own thoughts. Each individual likes to believe that he or she
sees reality. In fact, your beliefs are your reality. The outside world conforms to
your inside world. Is Roman Catholicism the true faith, or is Islam the true faith?
Is life full of opportunities or are there no opportunities in life? Is Everton the
greatest football club in the world or is it Newcastle United? Your own truth is a
reflection of your beliefs. Whatever you believe on the inside, you perceive as
your reality on the outside. In order to change the conditions in your life, you
must change your thoughts, you must change your beliefs. If you wish to be
excellent at selling, then you must believe you are excellent at selling before you
become excellent at selling. You must believe that you are excellent at
communication before you become excellent at communication. You must
believe that you can run your own business before you actually run your own
business. You must believe you are a £50,000-per-annum person on the inside
before you earn £50,000 per annum on the outside. You must believe you are a
thin person on the inside before you become thin on the outside. You can use this
mental law to believe whatever is necessary on the inside before you achieve
your goals on the outside. People do not like to use the word “brainwashing”. The
fact is that you are already brainwashed in that you already have a set of beliefs.
These beliefs are not based on reality, they are just beliefs. Make the effort to feed
into your mind the ideas, information, circumstances, people, books, tapes,
course, etc., that will help you get what you want. As with many other people,
you have probably spent many years feeding into your mind information, people
and circumstances which have failed to get you what you want. Use
visualization, emotionalization and affirmation to assist you in succeeding in the
achievement of your goals.

Visualize the perfect outcome. See yourself at the helm of your beautiful
yacht, see yourself driving the car you desire, see yourself winning the prize as
best salesperson of the year. Many athletes use this version of mental rehearsal.
You are simply rehearsing success in advance. Remember you have to be
successful on the inside before you become successful on the outside.

Another kind of mental rehearsal involves emotionalization. Imagine how
good you would feel if you could swim, if you earned £50,000 per annum, if you
could launch your own successful business, manage your time well, be brilliant
at selling, be excellent at negotiation, be brilliant at strategy and marketing.
Imagine how happy you would feel if you could achieve your personal and
business objectives. As with visualization, this kind of mental rehearsal drives
the desire into the subconscious. Keep pictures in your diary of the beautiful
home you would like, the car you desire, the magnificent body you would like to

Set goals

541

Reproduced with permission of the copyright owner. Further reproduction prohibited without permissionyawaw.man:



Journal of develop. Follow this visualization with emotionalization. Imagine how good you
Management would feel if you achieved t.hat home, that car, that level of business success.
Development Menﬁal rehearsal actsasa stimulant to SUCCESS in the outside world. ‘
168 Finally, use affirmations to change your beliefs. Whenever your subconscious
) hears the words “I am”, your subconscious knows that it is about to receive an
important message. Your beliefs are stored in the subconscious. Many people tell
542 themselves that they are lazy, stupid and undeserving of success in a competitive
world. The subconscious accepts these messages as beliefs, and these low
expectations people achieve very little in life. Use affirmations to drive beliefs
into the subconscious, Tell yourself over and over again: “I am creative, [ set
goals, I am brilliant at strategy, I am brilliant at marketing, I am brilliant at
selling, I am brilliant at negotiating, I am a leader, I am a good listener, I am a
high expectations boss, [ understand the financial implications, I am brilliant at
managing my time, [ am a loving caring parent, I am a £50,000-per-annum
person, I am a brilliant swimmer, I am a jogger, I am 11st 6lb, I am free from
negative emotions, [ am free from self-limiting beliefs, I am a non-smoker, I am
punctual, I am a smart dresser, [ am an intelligent business person, [ am
achieving my goals, etc.”. Successful people have positive affirmations,
unsuccessful people have negative affirmations. Use visualization,
emotionalization and affirmations to achieve your personal and career goals.

10. Mental law number five: the law of expression

The law of expression postulates that whatever is impressed into your mind is
expressed into your reality. In other words, all information fed into your mind
has some effect. Nothing is neutral. Every idea or thought either drives you
towards the achievement of your goals, or takes you away from the achievement
of your goals, but nothing is neutral.

This extremely powerful mental law is very inconvenient for most people.
Most people fill their minds with over 20 hours of television every week. Millions
of people spend many hours each week drinking alcohol with their friends.
Millions of people spend several hours each week reading utter nonsense in daily
newspapers. Millions of people spend hundreds of hours every year sitting in a
motor car listening to Radio Idiot. These people tend to be low achievers. They
don’t have time to be successful. If you dramatically cut down the number of
hours you spend watching television, the time you spend drinking, the time you
spend listening to Radio Idiot, then you will have all the time in the world to
focus on your personal development plan, your personal and career goals. Make
a decision and a plan to read the books necessary to give you the information
which will help you to achieve business success. Make a decision and a plan to
attend the necessary courses. Make a decision to acquire the necessary
educational tapes to play in the car. Excellent tapes are available on marketing,
strategy, time management, selling, negotiating, creativity, etc. Most important
of all, spend time with the people who can give you the information, knowledge,
experience, the positive mental attitude required for you to be successful. Make
a decision to bombard your mind with the books, courses, tapes, and people
which are consistent with what you want to achieve in life. Stop bombarding
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your mind with information, people and circumstances which are inconsistent Set goals
with what you want. The vast majority of people will achieve little in life because

they bombard their minds with self-limiting beliefs, negative emotions,

television, newspapers, radio, and they spend their time with other low

achievers. We are all very much affected by other people around us. We pick up

their values, their beliefs, their expectations and their attitudes. Attitude is the

key determinant of success. If you want to be more creative, spend time with 543
creative people. If you want to be brilliant at selling, then spend time with people
who are brilliant at selling. If you wish to accumulate a great deal of money, then
spend time with wealthy people. If you wish to be successful in business
management, then spend time with people who are successful in business
management.

The law of expression can be used to put yourself in the top achievers in any
area of human activity. Goal setting immediately puts you in the fast track. You
can use the law of expression to put yourself in the top 1 or 2 per cent in any area
of human activity. Make a decision and take the necessary action to bombard
your mind with the books, tapes, courses and the people consistent with being
excellent in your chosen field. Implement a programme for continuous self-
improvement. Develop a personal network. Fight off those self-limiting beliefs
and negative emotions. Go to work in a positive mental attitude and keep
learning, learning, learning. True learning leads to a change in behaviour. Keep
programming vour mind with new information. Take the necessary action to use
that new information. Review the action that you take, and then ask more
questions. When you ask more questions, then you are ready to programme your
mind with more information from those books, tapes, courses and people. If you
keep adding to your knowledge and improving your attitude, then you will
become more successful. There are always better things to do with your time
than watching television, propping up a bar, listening to junk radio and
spending time with low achievers.

11. Additional mental laws 6-17

Mental law number six: the law of expectations

In the world of achievement, we all get what we confidently expect. We do not
achieve what we would like to achieve, we do not achieve what we try to achieve,
we do not achieve what we wish we could achieve. We all achieve what we
confidently expect to achieve. The good news is that you can confidently expect
to achieve whatever you want to achieve. The higher your expectations, the more
positive will be your attitude. Positive mental attitude is the key determinant of
success. The vast majority of people suffer from very low expectations of
themselves, of the people around them, of the company, of the government.
These low expectations people are low achievers. Expect yourself to perform
excellently. Confidently expect that those around you will perform at levels of
excellence. As a manager, let people know that you confidently expect that they
will perform at the highest level. Being a high expectations boss is one of the key
skills in leadership. Make a decision to expect with confidence that you will
achieve all your business and personal goals.
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Journal of Mental law number seven. the law of control

Management One of ‘che characteristics of successful people is that they assume that they are
Development controlling circumstances and events which will lead to success. Unfortunately,
16.8 most people assume that their fate is decided by factors beyond their control —

the economy, the company, the boss, the spouse, the schooling, the

neighbourhood in which they grew up. The simple fact is that as an adult you
544 have control over the ideas and information fed into your own mind. You have
the power to feed into your own mind the knowledge/skills and the positive
mental attitude required to achieve your full potential. Take control of your own
life. Feed into your own mind the information, knowledge, skills and attitude
required to be successful. Remember that knowledge and attitude are the two
key determinants of success. Feed into your mind the courses, books, tapes,
experiences and people necessary to achieve your goals. Use visualization,
emotionalization and affirmations to be successful. The only person who can
acquire the necessary knowledge for you is you. The only person who can adopt
the necessary positive mental attitude for you is you. You are the only person
who can learn creativity, goals setting, strategy, marketing, sales skills,
negotiation, leadership, finance, and time management. You decide your own
level of energy/health because you decide whether or not to adopt a positive
mental attitude, you decide what you eat and you decide whether you take
regular exercise. You decide whether or not you get along with other people. You
decide whether or not you pursue worthy goals. You decide whether or not you
are fully stretched. You got yourself into that relationship, into that business, into
that job. If the situation is unsatisfactory, then you must take the necessary
action to get the result you desire. Happiness is strongly associated with the
feeling that you are the master/mistress of you own destiny. Be happy, achieve
peace of mind by accepting responsibility for your own life and taking control.
Once you accept responsibility, then you are in control.

Mental law number eight: the law of accumulation

Wherever you are in life right now is a result of the ideas, experiences and people
you have accumulated in your life to date. Make a decision that as from today
you will start accumulating the knowledge, attitude, experiences and people to
help you achieve your goals. Creativity begets more creativity, money begets
more money, knowledge begets more knowledge, positive mental attitude begets
more positive mental attitude, success begets even more success. Unfortunately,
ignorance begets ignorance, negativity begets more negativity, failure begets
even more failure. Be honest with yourself. How many evenings of watching
television have you accumulated? How many evenings propping up a bar have
you accumulated? How many vears of self-limiting beliefs and negative emotions
have you accumulated? How many years have you accumulated of low
expectations, fear of failure, fear of rejection, envy, hate and self-pity? Is all this
accumnulation consistent with what you really want? Make a decision right now
to start accumulating the sensible diet, regular exercise, positive mental attitude,
loving relationships, articles, books, tapes, experiences and the people consistent
with achieving your goals.
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Mental law number nine: the law of concentration Set goals
The law of concentration postulates that the more you focus and concentrate

on your goals, the quicker will your goals be achieved. Make a habit of

reviewing your personal and career goals every day. Visualize, emotionalize,

and affirm every day. Look at pictures of the home, car or yacht you desire.

Concentrate on the target sales, costs and profit of the business. Focus and

concentrate on your personal development plan. This focus and 545
concentration will activate the subconscious and the superconscious. You
will draw into your life the information and people necessary to achieve your
goals.

Mental law number ten: the law of reversibility

On planning for the future, the usual process is to ask the question: “where
are we now?” The next usual step is to define the ideal future. Third, we
devise a plan to get from where we are now to our ideal future. This is
perfectly logical and satisfactory. However, there is a second approach. We
can visualize the perfect outcome. Visualize winning the contract, visualize
an excellent presentation, getting the job you want, driving the car you want,
earning the amount of money you want, enjoying the house that you want,
enjoying the family life you desire, achieving the level of fitness you desire.
Focus and concentrate on the perfect outcome. Then, ask the question: “how
did I achieve this perfect outcome?” By reversing the planning process, the
steps you must take to achieve your goals are often revealed instantly.
Imagine you are totally successful, then use your creativity, use the law of
reversibility to identify the actions you must have taken to achieve your
goals.

Mental law number 11: the law of substitution

The conscious mind can only hold one idea at a time. This is extremely
convenient in the world of achievement. It means you can always remove a
negative emotion with a positive emotion. You can always remove a self-limiting
belief by replacing it with a positive belief. Many people complain that they
cannot overcome their negative emotions or their self-limiting beliefs. One very
simple and very effective technique is to focus and concentrate on your personal
and career goals. Thinking about your personal and career goals fills you with
the positive emotions of excitement and enthusiasm. You can use this excitement
and enthusiasm to overcome self-pity, envy, fear of failure, fear of rejection, hate,
anger, etc. Carry a photograph of the adult or child you love. You cannot think
about how much you love that person and be angry at other motorists at the
same time. You cannot think about that beautiful house, wonderful car, or that
yacht you desire and indulge in negative emotions at the same time. You can
always remove a negative thought with a positive thought. Use your self-
knowledge to recognize your self-limiting beliefs and your negative emotions,
then use your goals to remove those negative emotions and self-limiting beliefs
from your thinking.
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Journal of Mental law number 12: the law of habit
Management Successful people have the habits of success; failures have the habits of failing.
Development As adglts, almost eyerythlr}g we dQ 1s habit. We'arle.alread_y in the habit of
168 indulging ourselves in negative emotions and self-limiting beliefs. If we stay as
’ we are, then we will stay where we are. If we wish to move forwards, then we
have to learn new habits. The habits of success include acquiring the
546 knowledge/skills required to achieve our goals and adopting a positive mental
attitude. Make a decision that as from today you will make the necessary efforts.
If you want something, make a decision to set it as a goal and resolve to pay the
necessary price in advance. The price you will have to pay is the acquisition of
the knowledge and the adoption of positive mental attitude.

Mental law number 13: the law of emotion

The law of emotion postulates that the stronger your desire to achieve a goal,
then the more quickly it will be achieved. Put a great deal of desire into your
visualization, emotionalization and affirmations. Avoid using the words “try”
and “wish”. “I wish” means “I can’'t”. “I wish I could give up smoking” means “I
can't give up smoking”. Yet how often do we here people say “I wish I could earn
more money, I wish I could get a better job, I wish I could lose weight, I wish the
boss would be more pleasant towards me”. “I'll try” means “I am almost
certainly going to fail”. How often do we hear people say “T'll try and get there on
time, I'll try and finish that report by Friday, I'll try for promotion”. The
expectation is “I won'’t succeed”.

Mental law number 14: the law of superconscious activity

The law of superconscious activity has several other titles including the law of
cosmic understanding. It postulates that any thought, wish, desire or goal which
you can hold consistently in your mind must be brought into your reality by your
superconscious. The superconscious mind has access to knowledge and
experience beyond your own knowledge and experience. It is the source of
innovation, creativity, excitement and blinding flashes of the obvious. This
powerful and controversial third stage of the brain exists beyond the conscious
and subconscious. The superconscious responds to clarity, strong emotion or
desire, authority and positive affirmations. It is activated by solitude and
concentration. Spend one hour sitting quietly in the countryside focusing and
concentrating on any problem, challenge or goal, and the superconscious will
vield a complete solution. The superconscious mind is also stimulated by strong
visualization, strong positive affirmations, day-dreaming and meditation. The
superconscious does not give clues; it gives 100 per cent answers, 100 per cent
solutions. Nobody really believes it until they try it!

Strong desire is important in goal achieving. Do you sincerely want to achieve
your target levels of income and wealth? Do you sincerely want to achieve your
ideal weight? Do you sincerely want to be the best in the business? Do you
sincerely want that yacht, that house, that Jaguar car?

Clarity is also extremely important. You don’t just want a Jaguar car. You
want the Westminster blue one with the doeskin interior, three years old, one
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lady owner with 32,000 miles on the clock. In response to desire, clarity, positive Set goals
affirmations, concentration, solitude and visualization, the superconscious will
generate blinding flashes of the obvious. You must catch the moment. Keep a
notebook or tape recorder at all times. That which is obvious at 4.30 a.m. will not
be available to you at 9.30 a.m. Ideas in creativity, innovation, poetry, music,
answers to problems and challenges, must be captured when they occur.
Otherwise they may not subsequently be available for recall. 547

Mental law number 15: the law of compensation

In life, we all get rewarded for what we do. We all get rewarded in direct
proportion to the quantity and quality of service we give to others. If you want to
increase your financial rewards, then you must increase either the quality or the
quantity of what you do for other people. Increasing the quantity will make some
difference. You can work longer hours, sell more, produce more. However, given
your present level of skills, and your existing level of positive mental attitude,
you will not usually greatly improve your condition by working harder at what
you are doing at the present time. Remember the more you do at what you do, the
more you get of what you've got! If you wish to improve your circumstances to a
great extent, then you must improve the quality of what you do. You must
increase your skills and/or be more positive in attitude.

The market pays a premium price for a premium product/service, an average
price for an average product/service, and a low price for a poor quality
product/service. Very few people understand this. Most people would just like to
be paid more money for doing exactly what they are doing at the present time,
preferably for an even shorter working week. They do not understand that it is
what you do before 9 a.m. and after 5 p.m. that makes a difference. They do not
understand that to earn more you have to learn more, to be more successful you
have to go to work on positive mental attitude, i.e. accept responsibility,
encourage others, be excited and enthusiastic. They do not understand that our
commitment to help others depends on the self-concept. They do not understand
that they must increase their value to the business. They do not understand that
we all get rewarded for what we do for others. They do not understand the law
of compensation.

Mental law number 16: the law of reciprocity

The law of reciprocity postulates that as human beings we tend to want to help
those who help us. You are not a go-getter, you are a go-giver. Help other people
to get what they want. Encourage others. Offer people the information, advice,
circumstances and introductions to people to help them to achieve their
objectives. We all want to be led by those who encourage and help. We all want
to reciprocate when others help us. Use the law of reciprocity to be helped by
others by helping them. The purpose of business is to improve the lives of others
by providing them with products and services, i.e. benefits which are worth more
than they cost. Nobody buys anything unless they see it as an improvement in
their condition. In short, they prefer the product/service to the money. If they
prefer the money, they do not purchase the product/service. You succeed in life
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Journal of and business to the extent to which you improve the lives of other people. Enrich

Management your own life by enriching the lives of others.
Development Mental law number 17: the law of inertia
16,8

This law postulates that in the mental world of achievement, as in the physical

world, a body stays where it is until something comes along to move that body.
548 Wherever you are now in life is where you deserve to be, given your present skills
and attitude. If you stay as you are, you stay where you are! Millions of people
make virtually no progress in 20 years of their working life because they do not
change. They are the same people at 50 years of age as at 30 years of age. Make
a decision to change. Make a decision to set goals, learn the skills, adopt the
positive mental attitude, pay the price in advance, believe the necessary beliefs.
Adopt the values consistent with achieving your goals. Inertia is the price people
pay for staying as they are. Inertia is the price people pay for justifying being as
they are. Justification and identification (taking it personally) are the fertilizers of
negative emotions. Negative emotions are the excuses we make for failing to set
and achieve goals. Whatever you are reaping today is the result of what you have
sown in the past. Start sowing the seeds today that will reap you the rewards you
desire in the future. As ye sow, so shall ve reap.

12. Goal achieving and the mental laws

It should be clear to the reader that we can all use the mental laws to achieve
our goals. In fact, goal achieving is automatic if we decide to put ourselves in
the top 3 per cent or even the top 1 per cent of achievers. We can now briefly
summarize the 17 mental laws. From the law of belief, we know that our
beliefs must be consistent with the achievement of our goals. The law of cause
and effect tells us that thinking about our goals is an important step in
bringing our goals into reality. From the law of attraction, we know that we
automatically attract into our lives the people, circumstances and information
consistent with achieving our goals. The law of correspondence tells us that if
we mentally rehearse achieving our goals then that achievement will be
brought into our reality. The law of expression tells us that if we impress into
our minds the skills, knowledge and attitude consistent with achieving our
goals then such goal achievement will be expressed in our reality. From the
law of expectations, we know that we must confidently expect to achieve our
goals. The law of control tells us that we can control the events, circumstances
and information which will lead to the achievement of our goals. We must
accumulate the knowledge, skills and attitudes consistent with achieving our
goals. We must focus and concentrate on achieving our goals. From the law of
reversibility, we know that if we imagine we have already achieved our goals,
then the steps we must take to achieve those goals will be revealed to us. The
law of substitution tells us that we can eliminate negative emotions by
focusing on our goals. We must develop the habits of successful people. The
more emotion we put into desire or achievement of a goal, the more quickly
will that goal be achieved. We can use the law of superconscious activity to
achieve any goal. If the quality and quantity of the service we offer is great
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enough, we shall be compensated with the achievement of our financial goals. Set goals
If the quality and quantity of the service we deliver is great enough, then our

customers will reciprocate by rewarding us in equal amount. Finally, from the

Law of Inertia we know that we must increase our knowledge and go to work

on positive mental attitude to achieve higher levels of performance in the

future from the levels of performance we have achieved in the past. Finally,

goal setting is extremely difficult, but goal achieving is automatic. All 549
successful people use the mental laws to achieve their goals.

One cautionary note we always add, especially for younger readers, is that
you cannot set goals for other people. We cannot set a goal that you should learn
to play the violin. You cannot set a goal that we should learn to speak Russian.
Although we cannot set goals for other people, we can use our leadership skills
to encourage people to become committed to common goals. It is widely accepted
that fewer than 5 per cent of people in the Western world set goals. Even fewer
people resolve to pay the necessary price in advance.

13. The self-concept

Your self-concept is vour bundle of beliefs about yourself. You have a belief, a
vision of yourself as a squash player, as a lover, as a friend, as an employee, as a
cook, as a manager, as an achiever. You also have a self-concept level of income.
It is widely believed that you cannot earn more or less than a few percentage
points of your self-concept level of income. If you want to earn a great deal more
money, then you must change your self-concept level of income. From the law of
belief, we know that your beliefs determine almost everything that happens to
you in life, since your beliefs determine your expectations, and your expectations
determine your attitude, and your attitude determines over 80 per cent of all the
success you will ever enjoy.

Part of your self-concept is your level of self-esteem. Self-esteem is the extent
to which you feel you are a valuable and worthwhile person. It is the extent to
which you accept and enjoy being yourself. There is a strong relationship
between achievement and self-esteem. Remember that you are an extremely
valuable and worthwhile person. All successful people have high self-esteem.
They do not believe that they are superior to other people, but they do not believe
that they are inferior to other people.

All change begins with a change in the self-concept, a change in your beliefs
about yourself. Use affirmations to convince your subconscious “I am a valuable
and worthwhile person. I am excellent at creativity, goal setting, strategy,
marketing, selling, negotiating, leadership, finance, and time management, [ am
a £100,000-per-annum person. [ am a loving parent, I am a brilliant cook, etc.”.
Use the law of belief to convince yourself that your beliefs are consistent with
achieving your goals. Is the life you are leading now consistent with your self-
concept? If not you will always be unhappy, dissatisfied, doing a job which you
find undemanding and unrewarding, probably blaming somebody else for your
condition.
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14. You are a genius

We all have the intelligence to perform at the highest levels in at least one area.
This is your specialization, area of excellence, and will normally be an activity
which makes you feel valuable and worthwhile, resulting in high self-esteem.
There are many different kinds of intelligence. It is not possible for you to be
below average in all of them. We all have areas of excellence in which we can
perform at high levels of achievement, providing we are prepared to set it as a
goal and resolve to pay the necessary price in advance, provided we are willing
to learn the skills and adopt a positive mental attitude.

Some people excel in verbal intelligence. Others excel in mathematical
intelligence. These are important in establishing your intelligence quotient or IQ.
Do not be deterred or misled by your 1Q. You could excel in artistic intelligence
or mechanical intelligence. You may be gifted with musical intelligence. Finally,
you could have excellent social skills intelligence and perhaps even intuitive
intelligence. We all know people who are very successful in business, because
they have excellent judgement and because they have excellent social skills.
Many of these people were poor performers at school.

The above seven kinds of intelligence are not exhaustive. Furthermore, there
are many kinds of intelligence within each area of intelligence. For example, in
music you might be excellent on the clarinet, but a poor performer on the guitar.
You could be excellent at writing music but a poor performer. You could be
excellent at arranging other people’s music, etc. The point we are making is that
you do have areas of excellence in which you can perform at very high levels of
achievement. Make a decision to find your area of excellence. You will usually
find it is whatever you enjoy doing. You will usually perform at high levels doing
something which makes you feel valuable and worthwhile, doing something
which gives you high self-esteem. Make the effort to find your area of excellence,
your specialization, that which makes you feel valuable and worthwhile, while at
the same time enriching the lives of your customers.

We all know people who are academically brilliant, but who have no social
skills at all. These people do not succeed in the competitive world of business
where co-operation from others 1s essential. In short, the world is full of geniuses
who cannot even earn a living. In the world of business, intelligence is a way of
behaving, not IQ. If you behave intelligently, you are an intelligent person. If you
behave as a fool behaves then you are a fool — even if you have two university
degrees.

In business, intuitive intelligence or judgement is important, particularly
where people are concerned. Being a good judge of other people is critically
important. Most of us can learn fancy business techniques to help us collect
information, make decisions, take action, hopefully to get the desired results.
However, despite all the techniques, good judgement is critical in business.
Judgement can be derived from intuitive intelligence or from experience. In fact,
in management studies we examine successful and unsuccessful businesses.
From their successes and failures we devise rules of thumb to give good advice
in creativity, goal setting, strategy, marketing, sales skills, negotiation,
leadership, finance and time management. By making the necessary efforts we
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should ensure that the ability to take intelligent action (which gets results) is not Set goals
necessarily correlated with IQ or formal qualifications. In addition to learning

the basic managerial skills we can also use our creativity to answer the following

questions:

+ In this situation, what action would be taken by Jesus of Nazareth?
+ In this situation, what action would be taken by Richard Branson? 551
+ In this situation, what action would be taken by Alexander the Great?

15. Positive mental attitude

Being positive rather than negative simply means that we take an optimistic,
constructive, forward-looking, winning view of life rather than a pessimistic,
destructive, backward-looking, losing view. It means seeing situations as
challenges and opportunities, rather than as threats and problems. It means
mentally rehearsing success rather than failure, confidently expecting success
rather than failure, seeing life as being full of opportunities rather than devoid of
opportunities, being adaptive and flexible, rather than unadaptive and inflexible.
It means bringing the great positive emotions to situations. The great positive
emotions are excitement, enthusiasm, joy, love, acceptance of responsibility,
encouragement of others. It means avoiding the great negative emotions of
blame, guilt, self-doubt, self-pity, hate, worry, stress, anxiety, fear of failure, fear
of rejection, envy and anger. It means looking for solutions rather than
somebody to blame. It means focusing on outcomes rather than roadblocks. It
means having high expectations of ourselves and others. It means that we focus
on making positive statements about other people, rather than focusing on being
critical. It means that we bombard our minds with the people, circumstances,
and information consistent with achieving our goals, consistent with getting
what we want, rather than bombarding our minds with information consistent
with failure, unhappiness and underachievement. It means that we have the self-
honesty to confess to our weaknesses and mistakes. It means we are willing to
learn, to change. It means avoiding justification and identification.

As human beings, we are all geniuses at justifying being exactly as we are. We
can always blame somebody else. We can always find reasons for failing to do
what we know we should do. We can all blame time, our schooling, the boss, the
company, the government, the economy, etc. Unfortunately, as long as we are
justifying being as we are then we shall stay as we are. If we stay as we are then
we shall stay where we are. Identification means making a personal attachment
to one solution, one way of doing something. It means taking it personally. It
means asking the question “why do these things always happen to me?” The
simple fact is that everybody has bad news, everybody has setbacks, everybody
has problems. The difference between winners and losers is the way in which
they respond to their problems, threats, 1.e. their challenges and their
opportunities. Many people love to indulge themselves in victim language,
claiming that their situation is the result of the evil doings of others. What they
are in fact claiming is that they are not in control of their own lives. They tend to
believe that they are not the masters/mistresses of their own destinies. They
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Journal of blame others for their conditions. On the other hand, successful people tend to

Management have_ a condition sometimes referred to as “inverse paranoia”. They believe and
Development confidently expect that others are conspiring to help them. One of the sad aspects
168 relating to negativity is that it is learned. We all came into the world uninhibited,

unafraid, with a success instinct in that we wanted to improve our condition. We

all start out with a very positive attitude towards life. Unfortunately we learn
552 negativity from our parents, from our brothers and sisters, from other people in
our lives. Nobody came into the world feeling a failure, blaming other people,
suffering from self-pity, hate, fear of rejection, etc. We all need to make the
necessary efforts to identify our own negative emotions. They hold us back and
stop us achieving our goals. We can overcome negative emotions by focusing on
positive emotions. If we focus on our goals, then we are filled with excitement
and enthusiasm. We are excited about achieving our goals and cannot at the
same time feel self-pity, hate, anger, worry, stress, blame, etc. We can also tackle
negative emotions on an individual basis. Blame can be overcome by accepting
responsibility for ourselves. We can overcome fear of failure by understanding
that failing is essential to success. We keep failing until we succeed. We can
overcome hate by forgiving those who have hurt us. We can overcome anger,
worry, stress, etc., by understanding that there is no emotion in a situation. In the
same situation some people get angry, worry, etc., but others do not. We need to
understand that we bring negative emotions to the situation. Once we
understand this, we can make the necessary efforts to bring different emotions to
the same situation.

One of the marvellous attributes of positive emotions is the free energy we
receive from enthusiasm, excitement, joy, love, acceptance of responsibility, etc.
Positive people have all the energy they need to achieve goals and happiness.
They have all the necessary energy to overcome problems and threats, turning
them into challenges and opportunities. Unfortunately, all negative emotions
deprive us of energy. Blaming others, self-pity, fear of failure, fear of rejection,
anger, hate, worry, etc., all these negative emotions deprive us of energy, deprive
us of our peace of mind, and are associated with failing to achieve our goals and
happiness. As already indicated, we are all brilliant at justifying our negative
emotions, We are all absolutely brilliant at justifying, blaming other people for
our condition, justifying our hatred of others, justifying our anger, our self-pity,
our worry, our anxieties. We use our own negative emotions to justify our failure
to achieve our own happiness.

As a final note in singing the praises of positive mental attitude, we should
add that many medical and psychological experts agree that positive mental
attitude is strongly associated, not only with mental health, but also with
physical health. It is our birthright to be positive. All positive emotions give us
energy. This free energy assists us in achieving our goals. Positive mental
attitude appears to be the key ingredient in giving us our energy, and our energy
levels are equated with physical health. One leading psychiatrist has made the
suggestion that there are no differing degrees of mental ill-health, only varying
degrees of irresponsibility. One of the most positive things we can all do is accept
responsibility for ourselves. We encourage our audience to focus on those areas
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of human activity which give us excitement and enthusiasm. Go to work on Set goals
eliminating negative emotions. We should all focus and concentrate on those
goals which excite us. The positive emotions will give us all the physical and
mental energy we need to succeed.

Positive mental attitudes affect other people. We influence their behaviour
through the power of suggestion. Our positive expectations affect the
expectations of people around us. They want to help us achieve our high
expectations. Our enthusiasm for achieving our goals makes other people
enthusiastic. The way we dress, the way in which we adjust our hair, the way we
speak, the cars we drive, the body language we use, all affect the people around
us. The positive way in which we conduct our lives conveys to others through the
power of suggestion that we confidently expect to achieve our goals. This affects
their behaviour in that they automatically wish to participate in our inevitable
success.

Positive mental attitude helps us to be proactive rather than reactive. Millions
of people live their lives by reacting to events, people, circumstances and
information received. They don’t make things happen. They are not proactive.
They fail to seek out the information, the circumstances and the people
necessary to achieve their goals. In fact, the vast majority of people don’t even
have goals. Millions of people live their lives hoping that perhaps one fine day
they will win the National Lottery or that some wonderful, miraculous event will
come to pass that completely changes their lives for the better. Of course, the

miraculous event has to happen without any effort from the beneficiary!
Here are a few ideas to help the reader be more proactive rather than reactive.

In the next two hours write down your personal, career and personal
development goals.

Today set deadlines for the achieving of all those goals, e.g. three months,
three years, five years, etc.

Pick up a telephone today and order the five books and five tapes which
are essential to your personal development.

Pick up a telephone today and make enquiries about the courses you
know you must take as part of your personal development programme.

If you are an employee, make an appointment today with your boss to
discuss your three-year goals, your areas of excellence and the ways in
which you can enhance your value to the organization.

Form a mastermind alliance today by ringing up the three people you
most admire and make appointments to spend time with them on a
regular basis.

Make a decision to work in your area of specialization to which you can
bring excitement and enthusiasm.

Make a decision to go on a journey of self-honesty so that you can identify
your negative emotions and take the necessary steps to substitute
positive emotions for negative emotions.
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Journal of »  Pick up a telephone and ask your travel agent to send you the brochures

Management relevant to that round the world trip you have always wanted to make.
Development » Pick up a telephone and acquire details of that Rolls-Royce/Ferrari you
16.8 have always desired.

»  Pick up the telephone and ring five estate agents, giving them details of
554 the house you have always desired. Ask them to forward the appropriate

details. Go out today and buy the magazine which contains pictures of the
home you have always wanted.

+  Pick up a telephone and contact five people who can tell you everything
you need to know about the future of your chosen industry.

«  Make a list of the 20 things you always wanted to know but never dared
to ask. Pick up the telephone and contact the people who can give you all
the answers. Ask your way to success. Make a decision to develop a sense
of urgency, a “do it now” approach to management.

«  Pick up the telephone and obtain the necessary information relating to
enrolling in that MBA class, that aerobics class, that course on launching
your own successful business, etc. Successful people make a habit of
doing what unsuccessful people could do but never quite get round to
doing. Live every moment as if it were your last, but as if you will live
forever. At the end of a session on goal setting, we do not wish people the
best of luck. We wish people lots of learning and lots of positive mental
attitude. If you develop an obsession with learning/self-improvement and
g0 to work on positive mental attitude, then it will appear to others that
you have all the luck in the world.

16. Your next promotion
With a view to gaining advancement in the workplace, in any application or at
any job interview the following qualities must be emphasized:

+ an ability to set priorities;
« an ability to carry out action plans to completion;
+  an ability to accept responsibility for results.

Very few people set priorities. Most people devote their time and effort to the 80
per cent which yields only 20 per cent of the desired result. Set priorities by
focusing on the 20 per cent which yields 80 per cent of the desired result. Very
few people start, and even fewer finish, tasks which they undertake. To stand out
from the crowd, finish that job, complete that training course, gain that
qualification, go the extra mile, carry out that action plan to completion. A
manager’s job is to get results. However, very few people can accept
responsibility for results. It is much easier to blame quality control, blame the
salesforce, blame marketing, blame the boss, the economy, the competition, etc.
Ask your way to success. Ask your boss to identify your key result areas, to
identify the action plans which must be completed, to help you set priorities. Ask
your boss how you can increase your value to the business. Identify your own
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areas of excellence, and set very clear goals for your own career. Most people Set goals
prefer the comfort zone of avoiding the most problematical area of the business.

With a view to rising rapidly, get into the business area which is critical to the

future success of the enterprise. Which area of business activity is critical to the

future survival and success of your organization. Is it marketing? Is it selling? Is

it finance? Is it new product development? Is it quality control? Finally, here is

one small tip: dress for success. Dress in the style of management one or two 555
levels above your present level. This conveys the message to the hierarchy that
you are ready to proceed to a higher level. Don’t dress in a style similar to the
chairman of the organization, as this could give people the impression that you
have ideas above your station!

17. Goal setting
You are the master/mistress of your own destiny. You can be, have, or do more or
less anything vou want in life provided you are prepared to:

(1) setitasa goal;
(2) focus and concentrate on the goal on a day-to-day basis;

(3) resolve to pay the necessary price in advance. (Unfortunately, you always
have to pay the price in advance.)

It is generally recognized that fewer than 5 per cent of people set goals. It is also
generally recognized that fewer than 5 per cent of people consider their lives to
be successful. It should come as no surprise that the people who do become
successful are the same people who do set goals. The vast majority of people do
not realize that goals are important. The vast majority of people do not know
how to set goals. This section is designed to help readers to set goals. Remember
that you cannot set goals for other people and that they cannot set goals for you.
You are responsible for setting your own goals.

We know that success is derived from both knowledge and positive mental
attitude. We also know that failure is strongly associated with lack of knowledge
and negative attitudes. Focusing on desired goals stimulates excitement and
enthusiasm, which are in turn strongly associated with positive mental attitude.
Very few people are prepared to set goals. Most people are not prepared to learn
more or make the necessary efforts to be more positive. Millions of people think
that “education” is something that you get at school, or perhaps university. In
fact, very few people ever recover from the damage done to their education by
going to school. Real learning is a continuous change of behaviour. Winners are
happy to change to accommodate the world. Losers wish the world would
change to accommodate them.

Here are a few questions and answers which reflect the philosophy of free
enterprise:

o What s life?
Life is the time you have between birth and death.

»  Whatis the meaning of life?
The meaning of life is to enrich the lives of other people.
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o So what am I doing on this planet?
You are here to enrich the lives of other people.

»  How do I enrich the lives of others?
Love your customers. Increase the quality and quantity of what you do for
others. Find your area of excellence, set goals, focus and concentrate on
goals, resolve to pay the necessary price in advance.

o What's in it for me?
You will enrich your own life to the extent to which you enrich the lives of
others.

*  Precisely what should I do?
At the corporate level, find your specialization, establish competitive
advantage, identify your market segment, and concentrate all your
resources hitting your market segment with your competitive advantage
in your area of excellence. At the personal level, find your area of
excellence, set goals, focus and concentrate, and resolve to pay the price in
advance.

Clear goals are the essential ingredient to success and happiness. People with
clear goals do not waste their time watching five-day cricket matches, watching
television, or propping up a bar six nights each week. Clear goals make decision
making very easy. With clear goals we tend to collect the relevant information,
make sensible decisions, and take the necessary actions which achieve the
desired result or goal. We tend to avoid time-wasting opportunities.
Procrastination is not the thief of time, it is the thief of life. When you are killing
time, you are killing life. When you indulge yourself in pastimes, you are passing
life. Be wise in the ways in which you use your time for time is the stuff of which
life is made.

The vast majority of people simply do not know what they want. Here are
some questions which should help you to identify your goals. In a perfect world,
where would you be three years from now? What are your career goals, stated in
terms of sales, profits, or salary? What are the skills you will need to learn? What
are your personal and family goals?

Focusing on these questions should help you to set goals as indicated at the
start of this chapter.

»  If vou were successful, what would you be, have or do?
Focusing on this question should help you find out what you really want.

»  What do you daydream about?
Answering this question should help you to identify your personal goals.

o What are the three-to-five aspects of life which you value most?
Is it health, is it the quality of your relationships, is it money, is it some
worthy goal, self-knowledge or self-fulfilment?

o What would you do if you knew you had ten years to live?
This question can help you identify what you really want.
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«  Whatis it that holds your attention?
This could help you to identify your area of excellence.

«  What were you doing in your career when you were happiest?
This also can help you to identify your area of excellence.

s What do you consider to be your greatest achievements?
This should help you to identify those activities which raise your self-
esteem.

o What do you consider to be your areas of excellence?
Again, this could help you identify your specialization.

»  If there were only one achievement you could effect in life, what would that
achievement be?
Answering this question could help you to identify your most worthy
goal.

»  What would you do if you won £10 million on the National Lottery?
Answering this question can help you to establish your self-concept level
of income. In fact, most people start giving the money away as quickly as
possible.

The reader of this chapter should now understand that there are clear differences
between successful and unsuccessful people. Some of the more obvious ones are
listed in Table I.

In conclusion, people who do not have clear goals tend to take whatever comes
along. People who do not set goals are usually destined to spend the rest of their
lives working for people who do set goals. If you don’t know where you are going,
just about any road will take you there!

18. Goal achieving

One of the best kept secrets of the universe is that goal achieving is automatic,
providing you are prepared to set goals and to pay the necessary price in
advance, and providing you are content to be in the top 3 to 5 per cent of
achievers. Of course, being the best in the business or winning a gold medal in
the Olympic Games means that you finally have to defeat other people who also
set goals. Since you cannot set goals for other people, you cannot set goals for
people to fail in competition with you. Once you have established your goals,
then you can use all the mental laws, together with all the other rules in this
chapter to achieve those goals. In this section we provide a list of the 12 steps you
should consider in achieving any goal:

(1) Make a decision that you desire to achieve the goal. It 1s your goal, not
somebody else’s goal. You really want it.

(2) Believe that you will achieve the goal. You always behave in a manner
consistent with your beliefs.

(3) Write down your goal on paper. Look at that piece of paper every day. All
successful people are list makers. If you are feeling listless, make a list!
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Table 1.

The differences between
successful and
unsuccessful people

Successful people

Unsuccessful people

Set goals
Resolve to pay the price in advance
Focus and concentrate on goals

Expect good things to happen

Think they are in charge of
their own lives

Focus on successes

Visualize perfect outcomes

Mentally rehearse success

Emotionalize perfect outcomes

Make good positive affirmations

Do not suffer from self-limiting
beliefs

Continue to learn and grow

Talk challenge/opportunity

Do not use victim language

Accept that change is inevitable

Understand that there is a reason
for everything

Accept responsibility for themselves

Manage their time well

Read non-fiction books, go on
courses, and listen to tapes

Spend time with their mastermind
alliance

Forgive and forget

Have high self-esteem

Have high self-concept level
of health, income, etc.

Make the necessary efforts

Take action

Set priorities

Accept that it takes 20 years to
be successful

Are proactive, make things
happen, do it now

Make plans

Are full of energy, well-informed,
unselfish, generous, patient, fair-
minded, self-effacing

Use deadlines

Use the expression “I am”

Are excited and enthusiastic

Use their time well

Make lists

Ask for help

Are flexible, adaptive

Question beliefs, assumptions

Carry out action plans to completion

Separate the situation from the
person

Listen to others

Do not set goals

Refuse to pay the price

Focus and concentrate on television,
sports news, alcohol and drugs

Expect bad things to happen

Think their lives are controlled by forces
outside themselves

Focus on failures

Visualize disasters

Mentally rehearse failure

Emotionalize disasters

Make bad negative affirmations

Suffer from self-limiting beliefs

Have stopped learning and growing
Talk problems/threats

Use victim language

Fear and fight change

Believe in luck and accidents

Blame others

Manage their time badly

Don’t read, never go on courses, never
listen to tapes

Spend their time with people going
nowhere

Bear grudges

Have low self-esteem

Have low self-concept levels of health,
income, etc.

Don’t make the necessary efforts

Procrastinate

Focus on the unimportant

Want everything now, without effort

Are reactive, wait and see what happens,
do it later

Don’t make plans

Are lazy, ill-informed, selfish, greedy,
impatient, ruthless and vain

Will get round to it one day

Use the expressions “I wish” and “T'll try”

Have no enthusiasm, can’t be bothered

Always use time as an excuse

Put it at the back of their minds

Refuse to ask for help

Are inflexible, won’t change

Hang on to their beliefs, stick to same
assumptions

Don’t finish what little they start

Take everything personally

Justify the status quo
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Be honest with yourself. Why do you want to achieve this goal? Is it for Set goals
the admiration, better health, more money, etc.?

Analyse your present position. Again, be honest with yourself. What are
your strengths, weaknesses, opportunities and threats? What is your
existing level of knowledge? How positive/negative are you in your
attitude?

Use deadlines. Set targets for three months, three years and 20 years.
Make appointments with others to discuss your results.

Identify the rocks that stand in your way. Be honest in identifying all the
obstacles that stand between you and the success and happiness you
desire.

Identify the skills you will need. Again, be honest with yourself. Do you
need to be more creative, be more positive in goal setting, understand
strategy, marketing, selling, negotiating, leadership, finance and time
management?

[dentify those people from whom you will need co-operation. You may
need the co-operation of your family, customers, suppliers, bank
manager, employees, partners, mastermind alliance. Why should these
people co-operate with you? What's in it for them?

Make a complete business plan. A plan is a list of activities. It is a “to do”

list. Make sure the plan includes the names of the people who will carry
out the necessary activities. At the end of the plan include the projected
financial statements as they will appear if the plan is achieved.

Visualize, emotionalize, affirm. Visualize the perfect outcome. Imagine
how terrific you will feel when the outcome is achieved. Make the
necessary affirmations consistent with achieving the goal.

Determine to back your plan with patience and persistence. Be patient. It
usually takes 20 vears to be recognized as the best in the business, or to
achieve your financial independence. Your persistence is your measure of
your belief in yourself. Never give up, never, never give up. You are not
defeated just because you've lost. You are only defeated when you give up.

19. Greater success: 20 simple suggestions
Simple suggestions include the following:

(1) Tomorrow. Before going to sleep each night tell yourself that tomorrow
will be a terrific day. Prepare yourself to feel positive. Mentally rehearse
doing three jobs tomorrow which will make a difference.

(2) Today. Start each day by telling yourself that you feel very positive.
Spend a few minutes each morning reviewing your personal, business
and personal development goals. Read something which results in you
feeling very positive, e.g. poetry, life of a sports hero, some inspirational
material.
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Journal of (3) 1 feel marvellous. Stay positive by reminding yourself throughout the day

Management that you feel absolutely marvellous, absolutely terrific.

Development (4) Don’t be late. When you are late, you are telling other people that they

16,8 aren’t sufficiently important for you to make the necessary effort to get
there on time.

560 (5) Dress for success. Always dress in the manner appropriate for your next

promotion. This conveys the message to others that you are prepared to
move forward. You never get a second chance to make a good first
impression. We are all guilty of judging people on the basis of our first
impression. Dress is a manner consistent with winning the business,
getting the bank loan, etc.

(6) Use deadlines. Make appointments to present your results to colleagues,
publishers, the bank manager, customers, your family.

(7) Don’t use time as an excuse. We all use the excuse that we did not have
enough time. Everybody has 24 hours in the day. The reason you did not
do something is that you did not set it as a goal and you did not resolve to
pay the necessary price in advance.

(8 Look at pictures. As an aid to visualization, look at pictures of the home
or car or perhaps even the magnificent body you would like to have.

(9) Use lists. Successful people are compulsive list makers. Leave those lists
in your in-tray until you have completed the tasks listed.

(10) I am a valuable and worthwhile person. To raise your self-esteem, keep
reminding yourself that you are a valuable and worthwhile person.

(11) Question your beliefs. Be sufficiently honest with yourself to question
your own self-limiting beliefs.

(12) Question your assumptions. All business failure, and all failure in life, is
based on incorrect assumptions. Keep examining the assumptions in any
situation, problem, challenge, opportunity.

(13) Focus on outcomes. By focusing on the perfect outcome, you will tend not
to be obsessed with trivia, obstacles, problems.

(14) Understand that failing equals succeeding. You have to overcome failure
to succeed. Keep failing at selling, negotiating, finance, time
management, etc., until you become brilliant at succeeding.

(15) Use the law of reversibility. Use your imagination to visualize the perfect
outcome. Then ask yourself the question: “how did I achieve this perfect
outcome?” This reverse planning often helps you to identify the steps you
need to take to achieve the outcome you desire.

(16) Remember the law of reciprocity. As human beings, we tend to reciprocate
when somebody helps us. Make a habit of being a go-giver, make a habit
of helping other people, make a habit of enriching the lives of others. If
you do this, then other people will want to reciprocate by rewarding you.
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(17) Earn your self-concept level of income. Remember that the amount of Set goals
money you earn is strongly related to the quality and quantity of what
you do for other people. Define your own self-concept, required,
believable level of income.

(18) Ux E = R.Understanding multiplied by effort equals results. To achieve
your goals, you must acquire the necessary knowledge and then make
the necessary efforts to take the action which yields the results you 561
deserve. The amount of energy you put into achieving your goals is
strongly influenced by your level of positive mental attitude.

(19) Acquire self-knowledge. Be honest with yourself. What do you really want
in terms of your personal, career and self-development goals? What are
your strengths and weaknesses? Self-honesty is one of the keys to
happiness.

(20) Develop a self-improvement plan. Make a plan to acquire the skills and
knowledge you need to achieve your personal and career goals.

20. Greater success: 20 “can do” suggestions
“Can do” suggestions include the following:

(1) Be a go giver. You are on this planet to help other people. You can have
anything you want in life provided you help enough other people get
what they want.

(2) Find your key result areas. Identify the 20 per cent of everything vou do
which yields 80 per cent of the desired result.

(3) Visualize a perfect outcome. Use your imagination to visualize the
achievement of your personal and career goals.

(4) Emotionalize. Rehearse the feeling of success you will have when you
achieve your goals.

(5) Use affirmations. Keep repeating those “I am” statements which are
consistent with your goals.

(6) Ask for help. People love to be asked their opinion. People are very happy
to help you. Don't be afraid to ask for help. Use your mastermind alliance.

(7) Use the affirmation “I am responsible”. As long as you keep telling
yourself that you are responsible for the conditions in your life, then you
remain in control.

(8) Use the affirmation “I am in control”. As long as you believe you are in
control, then you are in control.

(9) Set priorities. Try to organize your life so that you are working on
priorities, not trivialities.

(10) Carry out action plans to completion. Make a habit of finishing what you
start. This is most unusual among the adult population. Most people do
not make a start, and even those who make a start do not usually finish.
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Journal of (11) Accept responsibility for rvesults. A manager’s job is to get results. If you

Management cannot accept responsibility for results, then you cannot be a leader.
Development (12) Avoid victim language. Stop complaining to other people about what
16,8 somebody else did to you.

(13)y Look for the good. In all situations, look for the good. Most people are
562 satisfied by simply finding somebody to blame.

(14) Do a great job. Do not be afraid of not taking on a job. However, if you do
decide to take on a job, then make an excellent job of everything you do.
This raises your self-esteem.

(15) Say “no”. Do not do those things which are inconsistent with achieving
your personal and career goals. Of course, this may not always be
possible, but at least make the effort to focus on those activities which
lead you to the achievement of your personal and career goals.

(16) Stop hurrying. Try very hard to avoid running around like a headless
chicken, trying to achieve 15 different tasks at the same time. Take your
time and focus on your key result areas.

(17) Awvoid being an aggressive driver. If you think about aggression, you will
very quickly draw into your life somebody else who is also thinking
aggressively. When driving your car, you should be focusing on your
goals and listening to educational tapes.

(18) Be patient. Try to take a 20-year view. It usually takes 20 years to reach
the top of your profession, and it also usually takes 20 years to achieve
your financial independence.

(19) Stop justifyving yourself. We are all geniuses at justifying our beliefs, our
behaviour, our attitudes, etc. Make a habit of questioning your beliefs
and your assumptions. Make a habit of listening to others.

(20) Avoid identification. Stop taking it personally. Other people have
different views from your views. Other people have different ways of
doing things. Other people have different values and beliefs. Everything
does not only happen to you. The difference between winners and losers
is the way in which they respond to situations.

21. Greater success: 20 difficult suggestions
Difficult suggestions include the following:

(1) Set goals. This automatically puts you in the top few per cent of
achievers.

(2) Set worthy goals. With a view to raising your own self-esteem set goals,
the achievement of which makes you feel valuable and worthwhile.

(3) Be proactive. Most people struggle even to respond to situations, Le. to
be reactive. Leaders make things happen. Successful people make
things happen, rather than waiting for events to take place, or simply
reacting to events.
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@) Read one book per month. In a world in which knowledge is important, Set goals
12 non-fiction books per annum will put you ahead of the rest.

(5) Attend three to five courses per annum. All successful people make a
habit of attending courses. Join them!

(6) Listen to educational tapes. Listening to educational tapes in the car is a
great relief from Radio Idiot! Acquire tapes which teach creativity, goal 563
setting, strategy, marketing, sales, negotiation, leadership, finance and
time management. Think about making your own tapes!

(7) Form a mastermind alliance. Spend time with people you admire. Learn
from them, and adopt their positive attitudes.

8 Tape your affirmations. Make a tape of all affirmations consistent with
achieving your personal and career goals. Play it in the car. Play it late
at night.

(9) Be creative. In any situation, use the 20-idea method for generating
responses to threats, problems, situations, challenges and opportunities.

(10) Use all the mental laws. Use all the mental laws which guarantee the
achievement of your goals.

(11) Access the superconscious. Your superconscious has access to
knowledge and experience outside your own knowledge and experience.
Access the superconscious through desire and solitude. Write down and
record ideas and responses which occur to you in the middle of the night
or in solitude.

(12) Avoid negative emotions. Identify your own favourite negative emotions
and make the necessary efforts to overcome them by focusing on your
goals.

(13) Be counsistent (television). Be sure that the ideas, experiences and
information fed into your mind are consistent with the achievement of
your goals. Is 26 hours of television per week consistent with achieving
your personal and career goals?

(14) Be consistent (public houses/bars). Be sure that the ideas, experiences
and people in your life are consistent with achieving your career and
personal goals. Is propping up a bar for three or four hours each evening
consistent with achieving your goals?

(15) Use blind faith/belief. Your beliefs are not based on fact. Adopt the blind
belief that you will achieve your personal and career goals.

(16) Acquire self-knowledge. Being honest with yourself is one of the keys to
happiness. Identify your own strengths and weaknesses. Make a
decision to change your knowledge, attitude, actions, etc., in a way
which is appropriate to achieving your goals.

(17) Avoid the words “try” and “wish”. “I wish” means “I can’t”. “T'll try”
means “I will fail”. Rather than wish you could give up smoking, use the
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Journal of affirmation “I am a non-smoker”. Rather than trying not to be late for

Management appointments, use the affirmation “I am always five minutes early for
Development appointments”.
16,8 (18) Use the powers of love and suggestion. You may be able to influence other

people through the powers of love and suggestion. Love is the dedication

of one person to the self-fulfilment of another. If someone believes that
564 you are acting in their best interests, then there is a chance that you can
influence that person’s behaviour. If you suggest to somebody that their
condition could be improved by taking a certain course of action, then
you may influence that person’s behaviour. On the other hand, if you
threaten somebody that if they do not do something you will punish
them, then that person will probably try to wriggle out of taking the
course of action you recommend. These are not universal truths. Some
people do respond to threats. Some people do take actions which are
clearly not in their own best interests. However, as a general rule you are
in with a chance of influencing the behaviour of another person by using
the powers of love and suggestion.

(19) Value your relationships. Most people value their relationships more
than they value earning extra money. Make sure you devote enough
time and effort to your family and friends.

(20) Look after your health. Most people value health a great deal more than
earning extra money. In your own best interests, look after your own
health and appearance.

You can be, have, or do almost anything you want in life, provided you are
prepared to set it as a goal and resolve to pay the price in advance.
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3. Implement a winning
business strategy

Strategy gets you from where you are now to your ideal future. Strategy is the
link between mission and profit. Establish your specialization, your area of
excellence, your core business. Establish a competitive advantage, a reason why
customers should buy from you. Find the segment or niche in the marketplace
which you can dominate. Concentrate all your resources on hitting your market
segment with your benefit and competitive advantage in your area of excellence.
Many of the ideas in corporate strategy are similar to the goal-setting and goal-
achieving ideas relating to individuals. This should not surprise us.
Organizations do not have strategies. Only people have strategies.

1. What is strategy?

Strategy gets you from where vou are now to your ideal future. Where are you
now? Where is your business now? Where is your business in terms of sales and
net profit? What is your specialization, your core business, your area of
excellence? What benefit do you sell now? Why do people buy the benefit from
you? Who buys the product or service? What resources are you using? What are
your skills? What are your strengths, weaknesses, opportunities and threats
(SWOT analysis)? It requires a good deal of self-honesty, self-analysis and
courage to answer these questions.

What is your ideal future? Describe your ideal situation three years into the
future, ten years into the future, 20 years into the future. What business will you
be in three years from now? What will be the level of sales and net profit? Describe
the perfect situation in terms of product, customers, suppliers, financing,
employees, assets, etc. What is your exit plan? Will you sell out for £1 million, £5
million? Will there be a management buy-out? Will you hand over the business to
your children, float the company on the stock market? Will you die in the
boardroom, or in the Seychelles? Most people do not set personal and business
goals. They do not know what they want, and therefore cannot get what they
want. They spend their lives drifting along with the breeze, probably working for
somebody who does set goals. Millions of people drift along from one situation to
the next, thinking that perhaps one day they might win the National Lottery.
Remember that great line from business strategy: if you do not know where you
are going, then any road will take you there. Strategy is what takes you from
where you are now to your ideal future (see Figure 1).

Another way of looking at strategy is that strategy is the link between mission
and net profit. The purpose of any business is to improve the lives of customers
in some way. Our mission is to enrich the lives of our customers by providing a
certain benefit, disguised as a product or service. We love our customers and we
always do more than that for which we get paid. We are enthusiastic and excited
about achieving the mission. If we focus on our obsession with customer
satisfaction, then there is always the possibility that we may operate at a profit.

Implement a
winning business
strategy

565
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Journal of Profit is the result, profit is not the mission. Of course, we all understand that we

Management wi‘sh‘ to make a pile of money from the business. That is why we focus on the
Development mission. Many people who become millionaires are not even aware that they are
16.8 accumulating vast sums of money. They are so obsessed with enriching the lives

of their customers, that they do not set aside time for counting the money.
Strategy is the link between mission and profit.

566
Mission
. \J
Figure 1. Now —— Strategy <« Ideal future
Strategy: a link to our A
ideal future
Profit

2. Why do we need strategy?
There are at least six powerful reasons for implementing a winning strategy:

(1) Mission. We need strategy to achieve the mission.

(2) Our ideal future. We need strategy to get us from where we are now to our
1deal future.

(3) Financial goals. We need strategy to achieve the required financial result,
measured in terms of return on equity, or return on total capital employed,
or achieving the target market value of the company for sale.

@) Repositioning the company. We may need strategy to move the business
from where it is now to where it needs to be to achieve the mission or
required financial results.

(5) Strengths, weaknesses, opportunities and threats. We need strategy to
focus on our strengths and opportunities, and either to avoid or overcome
our weaknesses and threats.

(6) To take action now. Strategy must lead to action. Only action gets results.
Do not confuse the mere existence of a strategic planning system with the
actual implementation of a winning strategy. Strategy without action does
not get results. Action without planning is a common cause of business
failure.

3. Who is responsible for strategy?

Strategy must come from the top. In large organizations the chief executive must
be involved, together with his senior executives. All the key players in running the
business should be involved. In smaller businesses, strategy must come from the
proprietor, the partners or the directors of a small limited company. We also
strongly recommend that all businesses should use an outside consultant,
somebody who understands the business, has considerable experience, and who
can take the helicopter view. The consultant should have expertise in strategic
planning, and should be a great help in eventually pulling together the strategic
business plan. The most important decisions relating to mission, goal setting and
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the ideal future can come only from the owners or directors. Remember, you Implement a
cannot set goals for other people. winning business

4. Basics of strategy strategy

Business strategy is often presented as a series of questions and statements.

Where are we now? What business are we in? What business should we be in in

the future? What are our strengths, weaknesses, opportunities and threats? Who 567
1s the competition? What can we learn from the competition? Can we benchmark
ourselves against the competition? What is our history? What were our setbacks?
What are our learning experiences? What are our areas of excellence? What is our
ideal future? How can we get from where we are now to our ideal future? What is
our mission? What is our net profit target? What is our exit plan? How can we get
from our mission to our ideal financial outcome? Where is our market niche? Do
we accept responsibility for results? Do we understand that professional advisers
generally cannot manage? What is our target return on equity? What is our target
return on total capital employed? What is our target profit as a percentage of
sales? What is the target profit? How can we control our overheads? We must start
small. We must test everything on a small scale. We should not try to expand too
quickly. We must never do anything that could bankrupt the business. We must
develop a clear sense of mission. We must stick to the knitting and avoid
conglomerate diversification. We must focus on results, not activities. We must
love our bank manager, who will then love us. We must learn something new
every day. We must go to work on positive mental attitude, bringing excitement
and enthusiasm to the business. We must develop a set of priorities and a sense of
urgency. We must commit ourselves to excellence. We must understand that hard
work, dedication and drive are essential, but are not enough to guarantee success.
Working hard at inappropriate tasks will not lead to success. We must work
effectively in that we undertake those tasks which will lead to achieving the
mission at a profit. We must implement a winning strategy.

5. Strategy is specialization, differentiation, segmentation and
concentration

Implementing a winning business strategy involves four key stages. First, find
the right product or service. Second, establish a reason why customers should
buy the benefit from you, rather than the competition. Third, find your customers.
Fourth, concentrate all your energy, creativity, people, financing, etc. on
bombarding your customers with your competitive advantage in your chosen
area of excellence.

Specialization

To which area of human improvement can you bring excitement and enthusiasm?
What is it that you can do that improves the lives of others, which also makes you
feel valuable and worthwhile? What is your area of excellence? What is your
specialization? What is your core business? For which product or service are you
prepared to be a product or service champion? We are all in business for the same
purpose, to improve the lives of our customers. The meaning of life is to improve
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Journal of the lives of others. The only reason anybody buys a product or a service is that

Management they.prefer the product or service to the money. It m'ight look like a product or a
Development service, but people buy improvements in their condition. What do you thoroughly
16.8 enjoy doing for other people? What can you do for others that improves their

lives? Millions of people do not actually enjoy the jobs they do. They have not

found their specialization. You could ask yourself a few questions with a view to
568 identifying your area of excellence. If you could do any job in any business, what
would you enjoy doing the most? Which jobs have you done in the past which you
thoroughly enjoyed? What have you achieved in your life to date that made you
feel valuable and worthwhile? What is it that makes you feel important? What
have you done that gave you a feeling of immense personal satisfaction, a strong
feeling of self-worth? How much money would you like to be earning three years
from now? How would you like to earn that money? If you knew you had ten years
to live, how would you spend your time? Which challenge would you love to
undertake if you knew you could not fail? If you focus and concentrate on
answering these questions, it should eventually lead you to the business to which
you should devote the rest of your life.

Differentiation (competitive advantage)

The law of cause and effect tells us that there is a reason for everything. There
must be a reason why a customer buys a product or service from you. Remember
we all sell benefits. It looks like a product or service, but the customer buys a
benefit, an improvement in his or her condition. The customer buys from you
because you are different in some way from the competition. The reason why the
customer buys from you is your competitive advantage. A customer is somebody
who 1s willing and able to pay for the benefit you offer. A customer buys from you
because you are better, cheaper, faster or nicer than the competition. Your product
or service could be better in that it is of a higher quality. There is always a market
for top quality. The customer may buy from you because your product or service
is cheaper than the competition. There is always a market for a cheaper product
or service. In fact, the competitive advantage of most businesses is “faster”. The
competitive advantage of your local supermarket, local garage, local hairdresser,
sandwich shop, etc,, is that it is just down the road. We have a strong tendency to
do business with people whom we like. We prefer to do business with people who
are caring, courteous and considerate. As customers, we tend to be lazy, ill-
informed, selfish, greedy, disloyal, ruthless, impatient, irresponsible, unreliable
and vain. To which of these human characteristics does your product appeal? We
like to have the very best because we are vain creatures. We like the cheapest
because we are selfish creatures. We like the fastest products because we are lazy,
and we enjoy excellent service because we are lazy, vain, selfish and greedy.
Competitive strategy is one very important part of business strategy. Part of your
marketing strategy is establishing competitive advantage, i.e. the reason why
customers buy the product from you. We emphasize that there must be a reason
why the customer buys a product from you. There is no such thing as an
accidental sale.
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Segmentation

Implement a

. Fapr? . . .
Who cares that you are better, cheaper, faster or nicer? Where are your customers? winning business

What is their age, sex, and geographical area? What are their incomes? Which
other products do they buy? If your competitive advantage is that you are faster,
then your market segment could be simply the local community. If your
competitive advantage is that you are a nice person, then you are probably selling
to family and friends. If your competitive advantage is that you are cheaper, then
this opens up a much wider range of possibilities. Finally, if you are the best in the
business, then this enables you to identify a specific market segment. Is there
some small, well-defined section of the marketplace which you could dominate?
This could be your market niche. One useful rule of thumb is that you need to be
at least 10 per cent better, 10 per cent cheaper, 10 per cent faster or 10 per cent
more pleasant to persuade a customer to switch from the competition to you.

Concentration

Are you concentrating all your resources, hitting your market segment with your
competitive advantage in your area of excellence? Your resources include your
creativity, your energy, your excitement and enthusiasm, your people, your
advertising budget your production capabilities, etc. Resource does not simply
refer to money. It is a popular myth that you need money to go into business.
Many businesses, especially service businesses, are launched on a zero-cash
basis. A great many businesses are launched with very little available funds. In
business, learn to focus on the 20 per cent which usually brings in the 80 per cent.
You will usually find that 20 per cent of your products bring in 80 per cent of sales
and gross profit, 20 per cent of sales people account for 80 per cent of sales, 80 per
cent of road accidents will involve 20 per cent of your drivers, 80 per cent of your
employment costs will arise from 20 per cent-of your employees, 80 per cent of
enquiries will arise from 20 per cent of your advertising. Learn how to focus and
concentrate on the 20 per cent that brings in the 80 per cent. Focus on strengths
and opportunities, rather than weaknesses and threats. Focus on results, rather
than activities. Focus on the mission. Focus on exploiting opportunities available
to you. Focus on proactive, rather than reactive management. Proactive
management means making things happen. Focus on taking the necessary action
which brings in the required result. Focus not on what you can do, but on what
you can achieve. Maintain flexibility. Let go of investments which do not work.
There is a great deal of emphasis on investment in business, rather than
divestment. Avoid investments in managerial ego. Do not hang on to something
just because it was your idea. Be patient. Never do anything that could bankrupt
the business. Take high risks with your time, rather than high risks with your
money. Learn how to delegate so that you can focus on the 20 per cent that brings
in the 80 per cent. If you can learn how to focus, then you will make profits
satisfying consumer wants in competitive markets by matching the resources of
your organization to the needs of the marketplace. Adopt a zero-based approach
to overheads. Start each planning period with a zero base. Keep asking the
question: “knowing what we know now, would we...”” If the answer is negative,
then cease that activity. If the question is: “knowing what we know now, would we

strategy
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Journal of have launched that new product?”, then if the answer is “definitely not”, then pull

Management out of that product as quickly as possib.le: Close it down. Sell it to somebody else.
Development Concentrate on learning the skills, acquiring the necessary knowledge. Focus and
16.8 concentrate on adopting a positive mental attitude, bringing excitement and

enthusiasm to establishing your specialization, establishing a sustainable

competitive advantage and finding your market segment or market niche.
570 Concentrate all your energy, creativity, people, finance, productive assets, etc., in
hitting your market niche with your competitive advantage in your area of
excellence.

Remember that small businesses have tremendous advantages over big
businesses. Sole traders can react immediately to events. It often takes large
companies several months and even years to change direction. Some large
companies collapse because they cannot change. The sole trader can be available
for 24 hours each day. Many large organizations can only be contacted between
9 a.m. and 5 p.m. — Monday to Friday. The sole trader can establish a very close
relationship with members of his or her market niche. This is more difficult for the
larger company with its constantly changing staff. The small business can
dominate one small section of the market which larger companies choose to
ignore. The large firm may even give away a small part of its operations which
executives feel is too small to merit attention. The smaller firm should be less
likely to suffer from overhead drift.

6. Competitive/industry analysis

Ask your way to success. Who else is in the business? Discuss industry prospects
with those who are already in the business. Which opportunities exist? Are there
any gaps in the market? Make a close study of the industry, study the competition.
What is the competitive advantage of the competition? Where is the market
segment or the market niche for your competition? What are their strengths and
weaknesses, opportunities and threats? What is their return on capital employed?
What prices do they charge? What growth have they experienced? Where are
their markets? How do they finance? Which people do they employ? Which
technology do they use? What are their production capabilities? Who are the best
performers in your industry? How can we creatively imitate the best in the
business? How can we benchmark ourselves against the very best in our
industry? Which are the most attractive market segments for our own business?
What strategies do our competitors adopt for continuous improvement? How can
we continuously improve our quality, customer care, customer satisfaction,
advertising effectiveness, sales per sales person, return on investment, output per
employee, etc.? The process of asking questions can help you establish
competitive advantage and find your market segment. You may also be
persuaded not to enter an unprofitable market.

7. The mission statement

Many organizations adopt a formal, written statement of mission. The statement
should be qualitative, not quantitative. No mention is made of money. The
statement must inspire and uplift. It gives meaning and purpose to work. It raises
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the self-esteem of all members of the organization. The statement can refer to Implement a

excellence, to markets and even go as far as growth. The statement identifies the winning business
way in which we intend to improve the life of our customers. It should read as strate
follows: “our mission is to enrich the lives of our customers by providing the gy

highest quality ... best value for money ... most readily available ... most caring ...

product/service ... in such and such a market”. The statement refers to the

mission, the benefit we provide, our competitive advantage, the fact that we are 571
the most excellent, highest quality, most readily available, etc. It refers to the
excellence of our product/service, the high quality of our customer service, etc. It
reflects our corporate values, beliefs and our culture. Some organizations go
beyond mission to vision. Our vision is our vivid concept of the future. It
stimulates our energy, our commitment, trust and confidence in the future. Our
vision might be “I am recognized as the best in the business”, “I am providing
affordable cars for the world”, “Our product sets the standard against which
similar products are measured”. A vision statement would describe the ideal state
of affairs existing at some time in the future.

8. Corporate values and beliefs
How would you like your friends and business associates to describe you? This is
a very important question. It identifies your values and beliefs. What would you
like members of your family to say about you? What would you like your friends
to say about you? What would you like your bank manager, your suppliers, your
employees, your customers, to say about you? How would vou like the world to
describe your business? Would the world testify as to your excellent products, the
excellent levels of customer service, good payments record, respect for the
individual?

We know that almost everything that happens to you is determined by your
beliefs. Your beliefs are your reality. We recommend that you adopt the following
beliefs which are associated with members of successful companies:

(1) A belief that we are the very best in the business.
A belief in the importance of superior quality and excellent service.
A belief in the importance of growth in sales and profits.

(4) A belief that most members of the organization have a contribution to
make towards creativity and innovation.

(5) A belief in the importance of recognizing people as individuals, and
recognizing that everybody has a contribution to make.

(6) A belief that senior managers should be involved in the day-to-day
activities, rather than trying to install systems of remote control. This is
coupled with a belief in facilitate and empower, rather than command and
control. Give people the skills to do the job, and then empower them to get
on with it.

(7) A belief in excellent communications, encouraged by informality between
all levels of employees.
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Journal of 9. Constant change and the learning organization

Management Change is inevitable, Change equals opportunity. If you stay as you are, you stay
Development where you are. The more you do of what you do, the more you get of what you
168 have already got. You have to get rid of yesterday before you can go on to

tomorrow. You have to be on the inside before you become on the outside. The

world belongs to those who are in love with the new. Of course, only people learn.
572 When we refer to organizational learning, we are referring to the accumulated
knowledge of the people in those organizations. The whole world is changing,
and, if anything, the pace of change is accelerating. Such a world creates endless
opportunities for all of us. With a view to moving forwards, we must all learn
more and be more positive in our attitudes. People who stay as they are, stay
where they are. These people do not make any progress in life, because they
refuse to change. Organizations which stand still are also subject to decline in a
constantly changing world. Knowledge is replacing capital as the basic resource
of commercial organizations. You have to believe that you are a £100,000 person
on the inside, before you become a £100,000 person on the outside. Belief comes
first. We can use visualization, emotionalization and affirmation to change our
beliefs. We can see ourselves in a certain position in life. We can imagine how
good we feel once we have arrived. We can say to ourselves, “I am excellent at
marketing, I am excellent at selling, I am excellent at negotiation, [ am a loving,
caring father, etc.”. Successful business people are flexible and adaptive. They
love new ideas, suggestions for improvements, better quality, increased sales,
increased profits, etc. Successful organizations believe in the personal
development of everybody in the team. They believe in change, continuous
improvement. In business only people get better. Buildings, plant and equipment,
motor cars and computers all deteriorate, but people can be constantly improved.
Improvement in the knowledge and skills of our people leads to better quality,
higher levels of customer care, greater sales and greater profits. Make a decision
that you and your team will embark on a journey of continuous improvement, in
both your knowledge and your attitude. Unfortunately, millions of people believe
that education is something that you get at school, and ends when you leave
school. Real education is equal to learning, and real learning is something which
leads to a change in behaviour. Most people refuse to change their behaviour.
They persist in justifying their existing behaviour. They refuse to change. They
refuse to learn, they refuse to change their attitudes. By making a decision to stay
as they are, these people make a decision to stay where they are. Learning is a
process which should continue throughout our lives. We acquire programmed
learning by attending courses, reading books, listening to educational tapes.
Having acquired this additional knowledge, we are now ready to take action. Only
action gets results. We use our knowledge, take action, and look at our results in
increasing sales, lowering costs, increasing the quality of customer care,
improving the quality of the product etc. We can now examine our resuits, and
ask additional questions. Once we ask additional questions we are now ready for
more programmed learning, followed by more action, study of results, and asking
more questions, etc. This continuous improvement, continuous learning, should
proceed throughout our lives. Never stop learning. If you stop learning, then you
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stop growing. Enjoy the learning process, enjoy the action, enjoy the results, enjoy Implement a
more learning. Enjoy every minute. Enjoy setting goals, enjoy paying the price in winning business
terms of learning and adopting a more positive attitude, enjoy your results, enjoy trat
asking questions, and enjoy more learning. Embark on a continuous programme strategy
of self-development and develop your people.

10. Quality 573
Quality 1s the extent to which a product matches the use to which it is put. Quality
1s the extent to which a service meets the service requirement of the customer.
There are 20 ways of improving the quality of your product or service. There are
20 ways of improving the quality of your after-sales service. There are 20 ways of
improving everything. In your search for continuous improvement, keep asking
your customers what they want. We all tend to make the mistake of assuming
that we know what customers want, rather than asking them. By making this
assumption, we are helping our customer-focused competitors. Our competitive
advantage can be that we make continuous improvements to the product in line
with customer requirements. Where do you stand on the quality of your product
or service? Where do you stand on the quality of associated services? Does
everybody in your organization know where you stand on quality? Do you
communicate your quality strategy to everybody in the business? Do you use
quality circles in your organization to generate ideas for continuous
improvement? Quality circles can meet on a regular basis, in groups of about
seven, to ask focused questions relating to increasing sales, reducing costs,
increasing the quality of customer care, improving advertising effectiveness, etc.
For those who have doubts about the importance of quality, let us all be fully
aware that there is a correlation in business between increasing quality and
profitability.

11. The Boston Matrix

The Boston Matrix provides one very interesting way of thinking about your
product or products. An individual product is described as a Question Mark, a
Star, a Cash Cow or a Dog (see Figure 2). Everything starts with ideas. There is no
market for a good idea, because the skill in business is in taking the idea and
turning it into a profitable business. Approximately 19 out of 20 new products, or
new ideas, fail. Occasionally, a new idea comes along which turns out to be a
success. It is developed into a Star. Sales rise very quickly, but the Star burns up

Growth rate

High | Stars ?

Figure 2

Market share versus
market growth (product)
differentiation

Low | Cash cows | Dogs

Strong Weak
Competitive position

Reproduced with permission of the copyrightowner. Further reproduction prohibited without permissionya\ww.mar



Journal of a tremendous amount of resources. Eventually, the Star becomes a mature
Management product. Sales growth is no longer maintainable. The product becomes a Cash
Development Cow. It generates lots of cash. Finally, sales fall way as the Cash. Cow becomes a
16.8 Dog. Salt?s and profits decline and the Dog is finally sold or terminated.
’ Question Marks and Stars are capable of rapid growth. Stars and Cash Cows
have a strong competitive position. What kind of a product do you offer to
574 customers? If you offer a range of products, which ones are the Stars, the Cash
Cows, the Dogsp Are you generating enough new 1deas in your organization? Are
you developing your stars? Are you mﬂkmg your Cash Cows? [s it time to part
company with your Dogs? Can you acquire somebody else’s brilliant Question
Mark and sell it through your existing channels of distribution? Can you make a
fortune by buying somebody else’s Dog? Are you wasting time and effort
promoting Dogs and Cash Cows? Are you enjoying the cash generated by your
Cash Cows and Dogs, without devoting sufficient time and effort to Question
Marks and Stars of the future? Do you have too many Stars in your organization,
burning up vast quantities of resources? Do you have too many dogs? Do you
devote too much time and effort to developing new Question Marks, while
ignoring possibilities for generating very high levels of positive cash flows from
your Cash Cows?

12. Growth strategies
With a view to taking the business forward to its ideal future, you will almost

certainly want the business to grow. There are essentially two growth strategies
which can be adopted. We are here considering sales growth, which should be
associated with growth in net profits. Of course, there could be growth in the
number of employees, growth in the quantity of assets or capital employed,
growth in market share, etc.

Organic growth

This arises when the company increases its sales of existing products to existing
customers and new customers. The business can also launch additional products
to sell to existing customers and new customers.

Growth by acquisition

The second strategy for growth is to acquire other businesses. We can buy
additional products to sell through our own distribution system to new and
existing customers. We may acquire a customer base which provides additional
outlets for new and existing products. This growth strategy can be effective and
extremely successful. We encourage these acquisitions in our existing area of
excellence, in our core business. We do not advise diversification into new
industries where we do not have competitive advantage. Acquisitions for
diversification have not been generally recommended. It is interesting that many
conglomerates are now being disentangled. Business history books show that the
vast majority of acquisitions have not been economic successes, especially where
acquisitions have been made in new areas, away from our core business, where
we do not have competitive advantage and where we do not understand the
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corporate culture. We also recommend, that as a general rule, we should not buy
the shares in target companies. On balance, we believe it makes more sense to
acquire the assets, the customer base, the products, patents, etc. This can avoid
considerable arguments relating to outstanding legal matters, problems with
patents and copyright, redundancy payments, etc. We also advise extreme
caution in the acquisition of other companies. As a general rule, people do not sell
good businesses. Always look for the fatal flaw. You will be told that the seller has
made so much money that she is ready to pass on the business to somebody else.
You may also be told that she is so busy making a fortune running other
businesses that she does not have the time to devote to this business. It is
generally found that the truth of the matter is that she is simply looking for
somebody to take away her problem. If you do decide to acquire other companies,
then make acquisitions in your own area of excellence. Buy into low technology
businesses, or businesses which you understand. Buy companies where
competition is difficult owing to barriers to entry. For example, there may be a
shortage of skilled labour in a particular industry. Finally, acquire companies
where there is evidence of overstaffing, so that all that is required is for you to
reduce the fixed costs to make the business profitable.

13. The strategic business unit

At some stage in the development of the business you may find that you are
producing and marketing a wide range of products. At this point, we would
introduce the concept of the strategic business unit (see Figure 3).

We were once involved in a company which produced and marketed a range of
academic journals. By both organic growth and growth by acquisition, our
number of journal titles increased to over 30. We decided to introduce four
strategic business units, A, B, C and D. We appointed a head of each division, one
person for our group of marketing journals, a second for economic journals, a
third for personnel journals and a fourth for production journals. Each strategic
business unit has its own mission, sales targets and profit targets. Our marketing
director provides marketing services across all four strategic business units. He
or she helps each manager of each SBU to establish competitive advantage and
find the appropriate market niche. The marketing director offers support in the
areas of product, price, place, promotion and people. The production director
offers support in the printing of all journals across all of the four missions. The

Marketing Economic Personnel Production
journals journals journals journals

SBU A B C D
Marketing director

Production director

Editorial director

Management accountant

Advertising

Implement a
winning business
strategy
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Journal of editorial director offers editorial support. The management accountant offers
Management monthly accounting information. Qur advertising executive offers advertising
Development support across all four divisions, missions or strategic busing:ss units. We find
16,8 this matrix approach works very well for small and medium-sized companies.

14. The driving force

576 What is the driving force in your business? Most businesses are either product
driven or market needs driven. People in product/service driven companies say,
“we make ball bearings and we sell as many ball bearings as we can”. People in
market-needs-driven organizations say, “we offer every household item the
housewife could reasonably expect to find in a supermarket”. Your company
could be technology driven, in that you offer to produce any product which can be
produced with your existing technology. You could be method of distribution
driven, in that you offer a range of cosmetics which your door-to-door salesforce
is capable of distributing. You can also impose your own driving force on the
business. We like the idea of a self-imposed organizing principle for each year of
the business. For example, this year our driving force is to increase sales by 25 per
cent; this year our driving force is to increase the range of products from 25 to 35;
this year the driving force is to earn a gross profit of 40 per cent on every contract;
this year, earnings per share will be increased from 40p to 55p. We find that this
driving force, communicated to all members of staff, focuses all the resources of
the business in achieving the one-year goal. It gives everybody a target at which
they can aim. Everybody knows what is required. It makes decision making very
easy. The subconscious mind responds to clarity. Nothing could be more simple,
more clear, than a one-year driving force.

15. Zero-based thinking
Do not make the mistake of thinking that overheads automatically must increase
by 10 per cent or 20 per cent each year. It is true that overheads do tend to drift
upwards. However, both overheads and variable costs can be reduced and even
eliminated. You can “outsource” production, advertising, production of monthly
management accounting data, etc. If you are an excellent marketing company,
then perhaps production is not one of your areas of excellence. Can you
“outsource” your financial and management accounting, the sales function,
advertising and promotion? In one of our businesses, we “outsource” the invoicing
of customers and cash collections. Zero-based thinking assumes a base of zero.
You may well ask the question: “what should that person’s salary be next year?”
Here is a different question: “knowing what we know now, should we continue to
employ that person?” If the answer to the question is “no”, then stop employing
that person. Employing the wrong person is a very expensive mistake in
business. Can you justify employing somebody to achieve that particular result?
Are you employing the right person? Here are some additional questions:
“Knowing what we know now, should we be producing and marketing that
particular product/service?” If the answer to the question is “no”, get out and get
out quickly. What we are saylng, in fact, is that it has all been a terrlble mistake
and we do not believe that it is going to get any better.
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“Knowing what we know now, are we banking with the appropriate bank?” If
the answer is “no”, then change your bank.

“Knowing what we know now, are we using the best suppliers?” If the answer
to the question is “no”, change your suppliers.

Zero-based thinking helps us to avoid investment in managerial ego, overhead
drift, employing inappropriate people, use of the wrong bank, use of
inappropriate suppliers, use of inappropriate channels of distribution. By the way,
“knowing what you know now, are you married to the right person?”

16. Crisis management

In business, we do not wish to focus on problems, threats or disasters. With
positive mental attitude, we focus on opportunities, challenges, success, the best
possible outcome. At the same time, we appreciate that we must never do
anything to bankrupt the business. If we take high risks, then we prefer to take
high risks with our time, rather than money. We do not send out a mailing shot of
100,000 leaflets. We send out 500 leaflets, and await the response. If it works, we
can send out 1,000, then 5,000, etc. If it does not work, then we can try a different
approach. Sending out 100,000 leaflets could bankrupt the business. While not
focusing on disaster, we do try to anticipate the worst possible outcome, and have
a strategy for financial emergencies. We anticipate the occasional crisis by asking
the question “what if...?” What if our assumptions are incorrect? What happens
if we find there is no market for this product? What if our advertising proves to be
ineffective? What if we cannot find somebody to produce the product? What if the
bank manager calls in the overdraft? What if our overheads drift upwards by 20
per cent next year? What if a key person leaves the business next month? What if
the computer crashes? What if one of our important suppliers goes bust? What if
our biggest customer does not pay at the end of the month? In business, just about
every problem imaginable, plus a few extra which you cannot imagine, will be
thrown at you. Be sure to have a strategy for coping with crises.

17. How to get rich quickly

Most people who get rich get rich slowly. Studies of all the millionaires around the
world usually show that it takes about 20 years to make your first million pounds.
These people find their area of excellence, their specialization. They establish
competitive advantage by differentiating their product from the competition in
some way. They find their market segment or market niche, and concentrate all
their resources bringing a particular benefit to their market niche within their
area of core business or specialization. These people set personal and career
goals. They resolve to pay the price in advance. They acquire the necessary
knowledge, learn the necessary skills, and are excited and enthusiastic about
achieving their goals, and doing whatever it takes to achieve their goals. In short,
they adopt a very positive mental attitude. These people tend to have a vision of
being recognized as the best in the business. Their mission is to enrich the lives of
their customers in some way. They implement the necessary strategy which takes
them from mission to net profit. They implement the necessary strategies to take
them from where they are now to their ideal future.

Implement a
winning business
strategy
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Journal of The good news for those who do not want to take the slow road, is that about

Management 20 per cent of millionaires make their first one million pounds in less than 20
Development years. It is possible to get rich quickly — legally! There are essentially three ways
168 to get rich quickly:

(1) the 10 per cent rule;
578 (2) same product, different place;
(3) buy a Dog.

The 10 per cent rule

Let us suppose that you decide to open a French restaurant. Where is the best
place to open a French restaurant? Most people believe that the best place to open
a French restaurant is somewhere where there is no French restaurant at the
moment. This would entail a significant marketing exercise in that you would
have to establish a competitive advantage and find a market niche. Why do you
suppose there are so many Chinese restaurants in Gerard Street in London? Do
you think they like the competition? Why do you so often see one petrol station
opposite another petrol station? Why do you often find several out-of-town
electrical retail stores all on the same site? In fact, the best place to open a French
restaurant is across the street from another French restaurant which is totally and
amazingly successful. All you have to do is open across the street and do it 10 per
cent better, 10 per cent cheaper, 10 per cent faster or 10 per cent nicer. The existing
French restaurant has already done the marketing for you. It has established
competitive advantage and a market niche.

Same product, different place

Next time you visit a different part of your own country, or travel overseas, then
make a note of those products and services which are selling extremely well. If a
product is selling wonderfully well in London, Rome and Paris this week, then
there is a very good chance that it will sell very well next week in Newcastle,
Manchester or Liverpool. Read the business and trade magazines. Talk to people
in successful businesses and successful industries. Ask your way to success.
Never be afraid to make a telephone call asking somebody for an exclusive right
to distribute or manufacture their successful product or service in your part of the
world.

Buy a Dog

We have already noted that products and services can be classified as Question
Marks, Stars, Cash Cows and Dogs. Larger companies tend to sell or close down
their Dogs. Can you take a Dog off somebody’s hands and turn it into a Cash Cow?
Can you turn it into a Star? Many management buyouts can be perceived as the
acquisition of a Dog from a large company.

In the early 1970s we acquired a journal for the princely sum of £1 from a large
publisher. The publisher no longer wanted to run an academic journal with only
600 subscribers. It was a Dog. We turned that journal into a Cash Cow, and used
the cash to buy and launch many more titles. That particular business now has a
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market value in excess of £40 million. If you wish to get rich quickly, then why not Implement a
think about acquiring a Dog? A Dog may cost you nothing. In fact, the Dog may winning business
cost you less than nothing. We recently had dealings with a company which trat
offered a cash balance of £200,000 to anybody who would take away their Dog. It strategy
is a popular myth that if you wish to succeed in business you need to come up

with a new idea, a new product, a new service. New products are extremely

dangerous. The rule of thumb is that about 19 out of 20 new products fail. A 579
second rule of thumb is that about 80 per cent of men going into business are out
of business within five years. A further rule of thumb is that about 50 per cent of
women going into business are out of business within five years. It is extremely
dangerous to combine a man with a new product. If the man has a probability of
success of 0.2, and the new product has a probability of success of 0.05, then the
probability of a man succeeding in business with a new product is about 1 in 100.
It is true that some men do successfully launch new products, but it is a rare
event. These events often receive a great deal of media coverage, because they are
rare events.

A second myth is that it is a good idea to buy somebody else’s business. You
simply put money in, and then money comes out. This is about 50 per cent true.
In the case of most businesses, a great deal of money does go in, but unfortunately
very little comes out the other end. In recent years many former executives have
thrown their redundancy pay at business acquisitions. A great many of them will
testify that buying a business is not a good idea. It is extremely difficult to
establish competitive advantage when you have no special skills or experience in
a particular industry. It can also prove extremely difficult to bring positive mental
attitude to a business which is not your core business, your area of excellence,
your specialization. Simply throwing money at a business cannot lead to success.
As a general rule people do not sell successful businesses. You must always look
for the fatal flaw. If you do buy a business outside of your own area of
specialization, then look for a business in low technology, with barriers to entry,
and preferably where there is gross overstaffing. You put yourself in a stronger
position if you understand the business, if there are barriers preventing entry by
competition, and where you can achieve profitabihty by reducing the fixed costs.
If you do decide to try and get rich quickly by entering an area which is not your
specialization, then make a decision to get out after three or four years. There are
millions of people around the world trying to be successful doing jobs which they
do not particularly enjoy. They are working at jobs which do not make them feel
valuable and worthwhile, jobs which do not raise their self-esteem, working in
areas outside their areas of excellence, core business, specialization, trying to sell
products for which they are not really prepared to be product champions. These
people are sometimes referred to as Type A people. They are aggressive and
ambitious. They are always in a hurry. They tend to be impolite to subordinates.
They are hypersensitive to criticism. Do not make the mistake of working
aggressively for long hours in an area outside your specialization. It will kill you.
You will suffer from burn-out. Type As die young. Type As can rise quickly in the
early part of their careers, but they do not make it to the top. They make too many
enemies. On the other hand, Type B people are more relaxed. They rise more
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Journal of slowly, but they rise to the top, and they live longer. They are patient. Type As
Management often quit the organization when in their late forties and they suddenly find
Development themselves working for a Type B.

16,8 18. The strategic business plan

The strategic business plan can be a substantial document and is a powerful
580 demonstration of your managerial competence. It should start with a vision or
description of an ideal world perhaps 20 years into the future. It should contain a
mission statement, a statement of corporate values and beliefs, our commitment
to change and organizational learning, our strategy on quality, a complete
industry and competitive analysis, a statement of our specialization or core
business, our competitive advantage, a description of our market segment or
niche, a statement of resource requirements, our strategy for growth, a
description of our strategic business units, the driving force, a statement of crisis
anticipation, a strategy for financial emergencies, a comprehensive description of
all the key players, forecasts of sales, costs and profits, and forecast financial
statements for one year, three years, ten years and 20 years.

19. Major reasons for business failure

There is one reason for all business failure — incorrect assumptions. Nobody goes
into business with the intention of going bust. However, most businesses do go
bust. Keep questioning your assumptions. What are our assumptions about the
product? What are our assumptions about customers? What are our assumptions
about credit periods? It is usually extremely difficult to say why a business went
bust, because it is extremely difficult to measure the effect of taking certain
actions and failure to take other actions. We produce a list below of the causes for
business failure found in many surveys.

Specialization
(1) No mission, no clear goals, stated objective to make a pile of money.
(2) Customer not perceived as a top priority.
(3) Loss of momentum in sales, poor sales performance.
(4) Impatience, trying to get rich quickly.

(5) Operating outside own area of excellence, diversification into
unassociated businesses.

(6) Failure to focus on priorities, failure to focus on the 20 per cent that
brings in the 80 per cent.

Differentiation

(7) Failure to establish competitive advantage, failure to be better, cheaper,
faster or nicer, trying to sell a commodity.

(8) Product not suited to customer requirements.
(9) Poor quality of product and support.
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Segmentation Implement a
(10) Failure to identify customers. winning business

(11) Reactive rather than proactive selling. strategy
(12) Incomplete marketing strategy, poor sales programme,

Concentration 581

(13) Poor leadership, lack of integrity and competence of key staff, lack of
commitment and persistence.

Mismanagement of working capital.

93]

Failure to analyse and respond to trends, changes in the marketplace.
Failure to control overhead drift.

~N O

No business plan.

ke

Inadequate financial records, poor budgeting, poor cash control.

L

Action without planning, failure to collect the relevant facts.
0) Paralysis by analysis, too much analysis, not enough action.

21) Poor relations with staff and employees, poor communications,
command and control mentality.

20. Major reasons for business success
Specialization

(1) Clear mission, clear goals.
(2) Customer is top priority.
) Strong momentum in sales.
(4) Patience, the ability to take the 20-year view.
) Stick to the knitting, avoid pointless diversification

(6) The ability to focus on the 20 per cent that brings in the 80 per cent,
ability to focus on priorities.

Differentiation

(7) Clear competitive advantage, at least 10 per cent better, cheaper, faster or
nicer than the rest.

(8) Product suited to customer requirements.
(9) Excellent quality of product and support.

Segmentation
(10) Ability to locate customers, market niche.
(11) Proactive as well as reactive selling.
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Journal of (12) Complete marketing strategy, excellent sales programme.

Management .
Development Concentration
16,8 (13) Good leadership, integrity and competence of key staff, commitment and
persistence.
582 (14) Good working capital management.
(15) Ability to analyse and respond to trends, changes in the marketplace.
(16) Tight control on overheads.
(17) Complete business plan.
(18) Good accounting records, good budgeting, tight control of cash.

(19) A focus on action which gets results.
(20) Action follows decisions based on collection of relevant information.
(21) Good relationships with staff and employees, excellent communications,

facilitate and empower mentality.

21. Characteristics of excellent companies
Given all that we have said so far, it should not surprise us that the following are
found to be some of the characteristics of excellent companies.

(1) A bias for action. Only action gets results. Successful companies do it, try
it, fix it. They are not obsessed with reports, committees and meetings.

(2) Closeness to the customer. Know your customer, love your customer, be
passionate in relation to customer service. Listen to the wants and needs of
your customers on quality and service, as do other excellent companies.

(3) Autonomy and entrepreneurship. Top companies encourage innovation,
find product champions, run the business as a set of innovative strategic
business units.

(@) Productivity through people. Excellent companies have respect for their
employees. They continuously improve the quality of products and
support by drawing on the innovative talents of their employees.
Employees are involved in the business.

(5) Hands on, value-driven executives. The senior executives in successful
companies adopt a certain leadership style. They are involved in
operations, they avoid hiding in ivory towers. They have face-to-face
engagements. There is a strong corporate culture.

6) Stick to the knitting. Leading companies avoid conglomerate
diversification. Stick to the knitting, stick to core business, areas of
excellence, specialization. Focus on strengths and opportunities.

(7) Simple form, lean staff. Avoid unnecessary bureaucracy. Avoid complex
staff structures, in line with other top companies. Reduce layers of
management to the minimum requirement.
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(8) Loose-tight properties. Successful companies allow employees the Implement a
flexibility to take initiatives within a strong corporate culture. winning business

Strategy gets you from where you are now to your ideal future. Strategy gets vou strategy
from nussion to profit. Learn what you need to know, be very positive in your
attitude, establish your specialization, establish competitive advantage, find your
market niche, then focus all your resources selling your benefit with its competitive
advantage to your market niche within your arvea of excellence. It will appear to 583
other people that you have all the luck in the world.
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Which ovders would you like to win? The answer to this question is your
584 marketing Why should anybody buy this product or service from you? The
answey to this question is your competitive advantage. Where are the customers
Jor the product or service you offer? The answer to this question is your market
segment or market niche.

1. Marketing philosophy

The meaning of life is to enrich the lives of others. The meaning or objective of
all businesses is to improve the lives of others. Businesses exist to satisfy
customers, to win and keep customers. If the market value of the firm’s output
is greater than its costs, costs which are usually paid for at market values, then
the firm makes a profit. The emphasis has to be on improvements to the life of
the customer, who will reciprocate by paying cash if the customer feels that the
benefit or improvement received is worth at least the price that must be paid.
Customers decide who works and who does not work. Every time you spend
your money you decide who works and who does not work. Customers, not
producers, decide what sells in the marketplace. A customer is somebody who
1s willing and able to pay for a product or service. A job is an opportunity to
enrich the life of a customer. A job is not a position you are entitled to hold
which is generally commensurate with your age, qualifications and experience.
The marketing philosophy is that all the resources of a firm, i.e. its creativity,
people, budgets, production facilities, etc., are directed to winning and keeping
customers, directed towards customer satisfaction, customer care, relationship
selling, a fanaticism for quality and service. Customer satisfaction is more
important than profit. If you do not satisfy a need or a want for your customer,
you cannot make a sale. No sales equals no salaries. No sales equals no profit.
Providing benefits to customers, improving the lives of customers is the
objective. Profit could be the result.

2. Definition of marketing

Marketing answers the question: which orders would we like to win? Marketing
is concerned with product, price, place, people and promotion. Which
products/services do you wish to sell? At which price do you intend to sell your
product? In which place do you intend to sell? To which people do you intend to
sell? How do you intend to promote/advertise your product? Marketing involves
differentiating vour product vis-@-vts the competition, i.e. establishing
competitive advantage. Why should anybody buy the benefit from you? The
answer to this question is your competitive advantage. Who cares? Where are
the customers for your product or service? The answer to this question
identifies your market segment, your market niche. Marketing includes the
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process of determining customer needs and matching the product or service to Implement a
those needs. Marketing involves winning and retaining customers. Most people winning marketing
put making money at the top of their list. They state that the objective of the
business is to make money, satisfying consumer wants, in competitive markets,
by matching the resources of the organization to the needs of the marketplace.
We place the emphasis on achieving the business mission by improving the life
of the customer in some way. If firms focus on the benefit to the customer, then 585
they are at least in with a chance of making a profit. Most people who go into
business to make lots of money fail in business. Marketing is determining
which orders you would like to win. Selling is getting out there and winning
orders once you have decided which orders you would like to win. Marketing is
a continuous process of creativity, research, testing, analysis, development and
implementation. We must stay close to our customers. We must satisfy our
customers’ needs and anticipate their wants. We love our customers and we
always do that little bit extra for which we do not get paid.

strategy

3. Specialization, differentiation, segmentation, concentration
Specialization is your area of excellence or core business. Differentiation is your
competitive advantage, i.e. the reason why customers buy the product or service
from you. Segmentation involves identifying your customers or market niche.
Concentration means focusing all the resources of the business, hitting your
market niche with your competitive advantage in your area of excellence. Many
of us start out believing that business is about selling rubbish products to idiots
who do not really need or want them, but are still persuaded to buy them at
prices they certainly cannot afford. Apparently, this is not the case. If we believe
in the free enterprise market system, then we believe, and a great deal of
evidence suggests, that in order to run a successful business we must
concentrate all our forces, hitting our market segment with our competitive
advantage in our area of excellence,

4. Specialization

Which product or service would you like to produce and sell? In which area of
human activity would you like to improve the lives of other people? To which
area of human improvement can you bring excitement and enthusiasm? What
is your area of excellence? What is your core business? For which product or
service are you prepared to be a product champion? What would you love to do
to improve the lives of others for 16 hours each day, even if you received no
financial reward? What is it that makes you feel valuable and worthwhile?
Remember there is a strong relationship between high self-esteem and peak
performance. The more you love doing something, the greater will be your
success. All successful businesses specialize in their areas of excellence. Many
unsuccessful people drift into areas where they do not have the excitement,
enthusiasm, energy, knowledge, etc., to establish competitive advantage and
find their market segment.
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Management Perhaps the biggest question in any business is: why should anybody buy this
Development product or service ... from me? Th1s is in fact two questions. The first guestion
168 is: Wh}{ should anyboqu buy t.hIS product or service? th}t is the benefit? What
’ is the improvement in the life of the customer? How is the customer’s life
enriched by acquisition of the product or service? If you cannot answer this
586 question, then you do not know why a customer should buy your product or
service. Remember the law of cause and effect. There is a reason for everything.
There has to be a reason why your customer buys the product or service. There
is no such thing as an accidental sale. The second question is even more
important. Why should anybody buy the benefit from me? Why should they
buy the benefit from you? In competitive markets, the customer can always buy
the benefit from another business. There has to be a reason why the customer
buys from you. Fortunately, there are only four answers to the question. People
and other businesses buy from you because you are better, cheaper, faster or
nicer than the competition. Your product or service could be perceived by the
customer as being better in some way. There is nearly always a market for a
product which is cheaper. In fact, the competitive advantage of most businesses
is “faster”. The competitive advantage of your local service station, cinema, fish
and chip shop, school, shoe shop, supermarket, hairdresser, taxi service, is
probably that it is just down the road. It may not be the best fish and chip shop;
it may not be the cheapest fish and chip shop; however, it is just down the road.
The fourth area of competitive advantage is that you could be a nicer person.
We all have a very strong tendency to buy off people we like. We have a friend,
Angela, who is a totally lovely and delightful person. We are unable to say “no”
to Angela. She runs a restaurant. She invites us along for the Italian Night, then
the French Night, then the Indian Night, etc. We cannot refuse. It has to be said
that the food is not “better”. Her husband, Alan, is not much of a cook. It is not
“cheaper”, costing £60 for a meal for two people. It takes Alan about three
hours to serve the meal, and it is a 25-mile drive to the restaurant. The business
fails on “faster”. Angela’s business thrives on the fact that she 1s such a
wonderful person. Even if you do not have a wonderful product, even if the
product is not cheap, even if you do not provide a speedy service, the business
can thrive on you being a nice person. Many businesses thrive because they
provide a very speedy and a very pleasant service. If you are the best, you need
not be the cheapest. Many of us start out believing that the quantity of sales is
a function only of price. Price is only one factor. Why should anybody buy this
product or service from you? Do they buy for the perceived quality? Do you offer
the best value for money? Do they buy from you on price? Do they only buy
from you because you are the local dealer? Do they buy from you because you
are a nice person? You must be able to answer these questions to sell your
product. If you cannot identify your competitive advantage, then ask your
customers. Once you identify the benefit that you sell, and the reason why the
customers buy the benefit from you, then you are ready to maximize your sales
by identifying your market segment. In a competitive world, you must be able
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to offset the competitive advantage of your competition. What is the competitive Implement a
advantage of your competition? What benefit does your customer perceive from winning marketing
buying from your competitor? Why should a customer switch to you from the
competitor? What 1s the advantage to the customer? For a customer to switch
from your competitor to you, you must be at least 10 per cent better, 10 per cent
cheaper, 10 per cent faster or 10 per cent nicer. Is there some unique way in
which your product or service can be made superior to the competition? Can 587
you establish a unique selling proposition for which there is an identifiable
market niche?

Finally, do not be judgemental about the preferences of other people. We all
buy products and services which are consistent with our self-concepts, our
bundle of beliefs about ourselves. If you shop at Sainsbury’s, you are a
Sainsbury’s person. If you shop at Asda, you are an Asda person. You choose
the car consistent with your self-concept, clothing and hairstyle consistent with
your self-concept, etc. Where are the customers whose self-concepts are
consistent with buying your product or services?

strategy

6. Segmentation/market niche

Who are your customers? Where are your customers? Who cares that you are
the best? Who cares that you are the cheapest? Who cares that you are the local
dealer? Who cares that you are such a nice person? The answers to these
questions establish your market segmentation, or your market niche, i.e. a small
segment of the market which you can dominate. If people buy from you because
you are such a lovely person, then your market niche may well be your circle of
friends and friends of your friends. If you own the village grocery store, then
your customers are probably restricted to those living within a five-minute walk
or two-minute drive, i.e. the local community. If yours is the best or cheapest
product on the market, then this opens up huge opportunities. Who is your
customer? Who buys this product or service? Identify your market segment.
Describe your customer — age, sex, income, occupation, education, other
interests, area where he or she lives, type of family, other products he or she
buys, etc. Where exactly is your customer? Identify the geographical
concentration, understanding that 80 per cent of your customers will be within
20 per cent of your catchment area. How is your product normally distributed?
How would you expect your customer to buy your product or service? To which
customers does your competitive advantage make a big difference? Is there a
small segment of the market which you could dominate? Keep detailed records
on every sale. Study the history of your company to identify those who have
bought in the past. Make tremendous efforts to gain access to lists of people
who have bought the product both from your business and from your
competitors. Establish a database for repeat purchases.

7. Concentration
With a view to succeeding in business, we have to concentrate all our resources,
hitting our market segment with our competitive advantage in our area of
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Journal of excellence. We have to concentrate our creativity, our marketing, our sales
Management skills,.le'adership skills_, finance, time, energy, exc_itement, enthusiasm,
Development advertising z}nd promotional ngforts, productlop facilities, etc., all of these
16.8 resources being cqncentrated in enriching the lives of our customers — at a
) profit. Is the benefit we offer worth more to the customer than the price the
customer is expected to pay? Can we provide the benefit at a cost which is lower
588 than the customer is willing and able to pay? Can we provide the benefit at a
profit? A manager’s job is to get results. In business, the result we seek is a
profit. The mission is to enrich the life of our customer in some way. We need
people skills — leadership, delegation, supervision, and creativity. We need
marketing skills — differentiation and segmentation. We need strategic skills —
specialization, differentiation, segmentation and concentration. We need
financial skills — generate gross profit, control overhead, gross profit less
overhead equals net profit. Most businesses fail within five years. If we
specialize, establish sustainable competitive advantage, strive to find our
market niche, and concentrate all our resources, hitting our market segment
with our competitive advantage in our area of specialization, then we are at
least in with a chance of making a profit.

8. Customer characteristics
What are the basic characteristics of human beings? As customers we all tend
to be lazy, ill-informed, selfish, greedy, impatient, disloyal, ruthless,

irresponsible, unreliable and, despite having all these characteristics, we are
incredibly vain. People are lazy. Most of us have a strong tendency to do that
which is unnecessary and easy, rather than that which is difficult but
necessary. We drift into a comfort zone. We could cook our own food, make
our own clothes, grow our own vegetables, but we cannot be bothered. We
prefer others to carry out these tasks for us. As a general rule, we would
rather watch television or go to a public house. People are ill-informed.
Almost nobody knows how a television works or how a car engine works.
Most people simply like to watch the television and drive the car. Most people
are extremely selfish. They think almost only of their own interests. They are
greedy, in that they would rather have more for less. People are impatient.
They want the benefit and they want it now. People are disloyal. After 15
years of dealing with one supplier, customers will switch, providing they can
find another supplier who is 10 per cent better, cheaper, faster or nicer. People
are ruthless in that they take advantage of the weakness of others. We tend to
be irresponsible creatures. We prefer to blame others for the conditions in our
lives, rather than accept responsibility for ourselves. Most people are
extremely unreliable, in that they are generally late for appointments, and
that they do not hesitate to go back on their word. Despite all these
characteristics, we are vain creatures. We love to be told that we are
wonderful, admirable, exemplary individuals.

To be successful in life, to be successful in business and marketing, you have
to develop the opposite of these characteristics. You need a tremendous amount
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of energy which is stimulated by your love for the customer, your excitement Implement a
and enthusiasm in enriching the lives of others. You need to be well-informed. winning marketing
You need to be unselfish in that you offer good deals, which incidentally lead to
repeat business. You do not take more than that to which you are entitled for the
efforts you have made. You are extremely patient. Remember that it usually
takes 20 years to make your first one million pounds. You are loyal to your
customers, family, partners, suppliers, and even to your bank manager. You are 589
a go-giver. You help other people. You accept responsibility for yourself and the
results of the business. You are reliable in that you are never late for
appointments. Your word is your bond, even if it costs you money. Finally, you
are not vain. You are self-effacing. If other people wish to sing your praises, then
so be it.

To which of the above human characteristics does your product or service
appeal? Despite having these unattractive characteristics, people want to be
more, have more and do more. How does your product help people to be more,
do more or have more? People want to be more successful, more attractive, more
healthy, more happy, etc. People want to have more paintings, more property,
more money, etc. People want to do more travel, more aerobics, etc. People want
their lives to be enriched. People want their conditions to be improved. People
want benefits.

strategy

9. Benefits

Most of us want to improve our condition in many ways. We all came into the
world uninhibited, unafraid, and with a success instinct. We all want to do
more, have more and be more. In which ways does your product or service
improve the life of your customer? What benefit do you sell? People buy
benefits. It looks like a product or a service, but they actually buy the
improvement, the benefit. Does your product satisfy the customer’s ego needs,
status needs, survival needs, or self-preservation needs? Does your product or
service offer the customer greater peace of mind, improved relationships with
others, greater financial freedom, the ability to pursue more worthy goals,
greater self-knowledge, or greater self-fulfilment? Is the benefit you offer
greater safety, self-preservation, security, social status, recognition, prestige,
admiration, more respect? If you are selling to business people, are you selling
a higher level of sales, lower costs, or increased profits? Are you selling self-
improvement, self-actualization, excitement, popularity, self-expression,
power, influence, better health, more success, more wealth, knowledge,
companionship or higher self-esteem? Customers want excellent wine and
food, better housing, furniture, paintings, gold taps in the bathroom, and gold
hubcaps on their favourite motor cars. There seems to be no limit to the
benefits people want. In such a world, there is no such thing as
unemployment. Clearly, there are many unemployable people, but as long as
we all want to be more, have more, and do more, we must conclude that a very
high level of employment is the natural state of affairs.
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Figure 4.
The product mix

10. Identifying customer needs

Many businesses fail to identify their customers’ needs. Many business people
are ill-informed as to the benefit they provide and their own competitive
advantage. Why not ask your customers? What benefit do they perceive? Why
do they buy the benefit from you? Listen to customer complaints. Listen to your
sales people, analyse customer service enquiries, organize discussions with
focus groups, conduct customer clinics, arrange discussions with your
individual customers, listen carefully to requests for additional products and
services from your existing customers.

11. The product mix

At any one time, you may have several products in your product portfolio.
Everything starts with ideas. These ideas are your question marks. Some of
these become Stars. They sell well, but require heavy expenditure on
development, production, advertising, promotion and working capital tied up in
stock and debtors. Eventually, these Stars, hopefully, become Cash Cows. They
are well-established and generate high levels of positive cash flows. Sadly, these
Cash Cows turn into Dogs. Competitors become well-established, sales fall
away and we begin to think about closing down the product or selling it to
somebody younger, perhaps with more energy. Examine your product mix (see
Figure 4). Do you need to generate more ideas? Are you trying to finance too
many Stars? Are your Cash Cows giving you a false feeling of security? When
will they fade away into Dogs? Do you need to dispose of your favourite Dog?
Can you redesign a Dog, and turn it back into a Star or Cash Cow? Do you have
a well-balanced product portfolio which encourages the survival and growth of
your business?

12. Extending the product range

Your best customers are your customers! Which products can you add to your
existing product range? If your customers are already buying A, B and C from
you, make the necessary effort to identify products D, E, F, G, etc. Some years
ago both authors were associated with a new business which bought one
academic journal, one Dog of a journal, off a large quoted public company for
the princely sum of £1. Shortly afterwards, a second journal was launched. It
was decided to merge the two academic journals into one journal. However, an
examination of the subscription lists revealed that there was a very high
overlap between subscribers. The managers of the business had a blinding flash
of the obvious. They Subsequently launched 160 journals and sold them to the
same customer base, i.e. academic libraries throughout the world. Which
additional customers exist for your existing products? Which additional

Stars Question Marks

Cash Cows Dogs
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products can you sell to your existing customers? Finding the answers to these Implement a
questions has led to tremendous success for hundreds of businesses. winning marketing
13. Joint marketing strategy
The authors of this article own six academic journals which are marketed

throughout the world. We cannot afford worldwide marketing. However, large

publishing companies can afford worldwide marketing. We have entered into an 591
agreement with a much larger publishing company whereby the larger
company handles our subscriptions and allows us to advertise and market our
products worldwide jointly with their products. This operation has proved to be
extremely successful for the smaller business, and we can only assume quite
satisfactory for the larger business. Can you identify any larger companies with
which you can negotiate joint mailings, joint marketing efforts, joint
distribution? Can you co-operate with a research institute, university, or a
professional institute? Can you co-operate with others in joint marketing? This
host-beneficiary relationship has proved to be extremely profitable for many
small businesses.

14. Shift the risk from buyer to seller

As customers, most of us are extremely risk-averse. We hate making purchases
which worsen our condition, in that the benefit is not worth the price that we
paid. Yet under law the rule is caveat emptor, let the buyer beware. Your
customers will be very impressed if you shift the risk from them back to
yourself, the seller. You could offer 30- to 120-day free usage, 12-month to three-
year guarantees, a guaranteed trade-in value after two or three years and a 100
per cent money-back guarantee if the customer is not satisfied in any way. If
you sell o1l paintings, imagine the effect on a customer if you offer to buy back
a painting at the full purchase price at any time within the next three years!
Customers are extremely impressed when you take on the risk which most
business people assume should be accepted by the buyer. The two authors of
this article have purchased over 200 items of furniture off one dealer who
guarantees that he will always take back a piece of furniture at the price
originally paid. We have taken back nothing yet!

15. Opportunity gap analysis

Life is full of opportunities. Opportunities are like buses. You need not worry if
you miss one opportunity, because another one will come along in about 20
minutes. From our studies in creativity, we know that there are 20 solutions to
every problem, 20 ways to rise to every challenge, etc. Which opportunities
exist for you in the marketplace? Which gaps exist in the marketplace which
you can fill? In which other ways could you sell your product or service? Have
you considered direct mail, telesales, retail, auctions, office to office, wholesale,
joint marketing with competitors, joint marketing with associated products?
Which new customers exist for your existing product or service? There are 20
ways to increase the quality of your product. There are 20 ways in which you
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Journal of can market your product. There are 20 ways in which you can improve the
Management quality of your customer care. HOW c_ould you change your product or service to
Development make it more attractive to your existing customers? How Could you change your
16.8 product to make it more attractive to new cus‘gomers? In which ways can you
’ make your product better, cheaper, faster, and in which ways can you be nicer
to your customers? Which new products could you sell to your existing
392 customers? Which new customers can you find for your existing products? How
can you tackle market ignorance? Which non-customers could you approach?
Which new products do your existing customers want? How do you distribute
your product at the moment? Which new distribution channels exist for your
products? Which additional products could you distribute through your
existing channels of distribution? Can you develop new products for your
existing channels? Which new markets exist for your existing products and
services and your existing distribution systems? Which additional products
could you manufacture with your existing facilities?

16. The major obstacle or rock

What is the key obstacle or rock which stands between you and success in the
market? Is it quality, advertising effectiveness, sales skills, the distribution
system, finance, market ignorance, poor relationships with customers,
inadequate competitive advantage, failure to find your market segment, failure
to concentrate your resources, price, employing the wrong people, failure to

train your existing people? If you could overcome these obstacles, which new
opportunities would open up to you, which gaps in the market could you fill?

17. Advertising

Billions of pounds are wasted every year on bad advertising. If you have no
knowledge whatsoever of advertising, then use AIDA and “How to”. A is for
attention, I stands for interest, D stands for desire and A is for action. Your
advertisement must attract the attention of the reader. It must be interesting. It
must arouse desire in your customer. The advertisement must tell the customer
what action to take. The advertisement should focus on the benefit to the
customer, and the reason why the customer should buy the benefit from you, ie.
your competitive advantage. Your headline must attract attention. Your
headline or second headline should contain the words “how to”. For example,
“how to get the job you want”, “how to acquire a four-bedroomed detached
house in Tunbridge Wells for less than £200,000”, “how to get such and such a
car for less than £10,000”, “how to lose 141b in less than two weeks”.

18. Overcoming market ignorance

Your main competition in the marketplace may not be your competitors. Your
biggest rock could be market ignorance. People do not even know that you exist.
You can overcome market ignorance by using good advertising, gaining access
to good lists for your mailing shots and by good public relations. You can gain
access to free publicity on the radio and even television if you can come up with
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interesting stories which are of genuine interest to listeners and viewers. Implement a
Similarly, newspapers are always looking for items of interest to their readers. winning marketing
19. Industrial marketing strategy
Most businesses sell to other businesses. When you are dealing with other

businesses, just as when you are dealing with end users, focus on the benefit to

the customer. Do not focus on the product or service as you see it. Remember 593
that other businesses are primarily interested in increasing sales, reducing costs
and increasing profits. You may well be offering to increase the quality, to add
value to the product of your customer. Your customer knows that increasing the
quality will increase sales which should result in increased profits. If you are
dealing with the marketing/sales people, focus on increasing sales. If you are
holding discussions with the production manager and management accountant,
then focus on reducing costs. If you are in discussion with the chief executive
and other board members then focus on increasing profits.

20. Marketing commodities

You may be in the unfortunate position of not having a competitive advantage.
One ton of steel appears to be pretty much the same as another ton of steel. A
gallon of petrol from one petroleum company is pretty much the same as a
gallon of petrol from some other petroleum company. These are tough markets.
In these commodity markets, products are sold on price, pressure and
promotion. Price is extremely important. You can develop relationships by
providing tickets to rugby matches, the opera, by organizing golfing events, etc.
You can promote your company by financing amateur sports, financing
professional sports, supporting good causes. These can be very difficult
markets. Our advice is that you try and establish competitive advantage, some
unique selling proposition which differentiates you from the rest. If you cannot
be better, then maybe you can provide a faster service, or maybe you can be a
very, very pleasant person. Otherwise, it is price, price, price, pressure and
promotion!

21. Marketing new products

A useful rule of thumb is that 19 out of every 20 new products fail. The world 1s
full of wonderful new ideas. The vast majority of new businesses fail within five
years. If you start a new business with a new product, then the odds against
success are extremely high. Nevertheless, some businesses do succeed. Some
new products do succeed. Is this new product within your area of specialization,
your area of excellence? Is it at least 10 per cent better, or 10 per cent cheaper, or
10 per cent faster than its competition? Is the same product available elsewhere?
If it is you can only sell it on price, pressure and promotion. What is the benefit?
Which desire does it satisfy? Which fear does it allay? Would you buy it? Is it
consistent with human characteristics? Have you studied the market for this
product in newspaper articles, academic articles, advertisements, trade show
statistics, trade magazines, import/export figures? Have you read the
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Journal of appropriate journals on success, fortune, venture capital, money,
Management entrepreneurship and business trends? Have you had lengthy discussions with
Development pegple in that busme;ss, n that mdl_lstry? Hav¢ you sought out the negative
16.8 opinions of your family, friends, business assoclates and especially your bank

J manager, as well as customers and the competition? Have you tested the
market? Do you have a demonstration model or a photograph? Have you
594 discussed prices and delivery dates with distributors? Have you discussed the
product with professional buyers and prospective customers? Have you carried
out a detailed analysis of your product versus the competition? Have you
attended trade shows? Have you carried out the one store test or the one
customer test? Have you carried out a mailing shot of the most likely 100
customers? Do not make the mistake of making an initial mailing shot of
100,000. This in itself could bankrupt your business. Test everything that you
do in business — on a very small scale at first. If vou do this, failure may not turn
out to be defeat.

If you are thinking of buying somebody else’s business, then please be very
careful. Always look for the fatal flaw. In general, nobody sells a good business.
You will be told that the seller is making so much money running some other
business that she does not have time to devote to this particular business. What
this means is that this business is losing so much money it is likely to bring
down every business in which she is involved. Alternatively, you may be told
that she has made so much money in this business that she is now considering
passing it on to let somebody else have their turn. Remember, nobody ever sells
a good business. If the business is that good, then the existing
employees/managers would want to buy the business. When considering the
acquisition of a business, take the 20-year view. How would you like to run this
business for the next 20 vears? Do your homework. Discuss the prospects with
people in that industry, with your bank manager, with your family, friends and
business acquaintances as outlined above.

The most successful business people are those who can identify the benefit
that they sell, their competitive advantage, and their market segment. They
consistently ask, they consistently focus and concentrate on the questions
appearing in this chapter.

Seek and ye shall find.
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5. Be excellent at selling Be excellent

at selling
Improve your nine basic sales skills. Lead a winning sales team. Use your
creativity to generate 20 ideas for improving all aspects of selling
1. Relationship selling 595

In the old model of selling, 70 per cent of time and effort was devoted to making
a presentation to the customer and closing the deal. Building trust and
identifying the needs of the customer accounted for only 30 per cent of time and
effort. In the new model of selling, only 30 per cent of time and effort is devoted
to presenting and closing the sale, whereas 70 per cent is devoted to building
trust and identifying the needs of the potential customer.

The new model is relationship selling. Most businesses depend on repeat
purchasing by clients. Repeat purchasing depends on building excellent
relationships with our customers. We tend to buy from people we like. We tend
to buy from people who are caring, courteous and considerate. Simply focusing
on the customer, building trust, identifying needs, and being caring, courteous
and considerate, can make a dramatic difference to success in selling. We love
our customers and we always do that little bit extra for which we do not get
paid.

2. Improve your nine basic sales skills

In the vast majority of businesses, we find the Pareto principle prevails, in that
80 per cent of sales are made by 20 per cent of the salespeople. We also find that
within the top 20 per cent, the top 20 per cent of the top 20 per cent account for
80 per cent of the sales of the top 20 per cent. This means that top salespeople
earn many times in commissions the amounts earned by the average of the
bottom 80 per cent. These top salespeople are usually selling exactly the same
products, to exactly the same audience, in exactly the same market segment, at
exactly the same price.

How can we account for the wide variations in sales? Why are some people
so much more successful than others at selling? With everything else held
constant, it can only be the difference in the people! Successful salespeople have
learned the nine basic skills required for excellence in selling. They tend to be a
little bit better at the basics. They are not many times better, but they are just
that little bit better on the basics that makes all the difference. This is the
winning edge concept. You only need to be marginally better at selling to be
many times more effective, many times more successful in sales. Very dramatic
results can be achieved with only a small increase in learning the nine basic
skills. These nine basic skills are: be very positive in your attitude towards
selling; manage sales activities effectively; know your product and its
competitive advantage; identify your customers; identify customer needs; make
excellent presentations; handle objections; close that deal; and be sure to follow

up.
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Journal of 3. Be positive in attitude, love selling (basic sales skill number

Management one) . _
Development It is widely accepted that the excitement and enthusiasm of the salesperson
16.8 accounts for around 50 per cent of success in selling. In a world in which

everything counts, the excitement and enthusiasm of the salesperson affects the

customer’s response. Good salespeople have high self-esteem, in that they
596 practise the affirmation “I am a valuable and worthwhile person”. Selling is
absolutely critical to the survival of the business. No sales equals no salaries.
Everything gets paid for out of sales income, not only salaries and other costs,
but also bank loans, leases on cars, mortgages, the bank overdraft, etc. Beliefs
have a strong effect on expectations. Expectations have a strong effect on
attitudes. Successful people have high expectations of themselves and others.
Successful salespeople have the beliefs of successful people. Practise the
affirmations, “I am brilliant at selling”, “I love my customers”, “I confidently
expect that my customer will buy”, etc. In addition to these affirmations, use
visualization and emotionalization. See yourself being excellent at selling.
Imagine how marvellous you feel being recognized as the best salesperson in
the business. As well as using positive self-imagery, put yourself on a positive
mental diet. Read books relating to excellence in selling. Read books relating to
successful salespeople. Listen to educational tapes relating to excellence in
selling. Attend at least four sales courses per annum. Spend time with the
people you admire for their excellence. Form a mastermind alliance, whereby
you spend time with other people who are brilliant at selling. Design a personal
development plan for improving your ability to make sales. Make selling your
area of excellence, your specialization, the activity which makes you feel
valuable and worthwhile. You will only become brilliant at doing something
which you love doing, and which makes you feel that you are a valuable and
worthwhile person.

4. Manage your sales activities effectively (basic sales skill
number two)

Most people think of sales income as Units x Price = Sales. This is correct. We
then focus on increasing the number of units sold or increasing the price. This
is perfectly satisfactory, but you have probably already put a great deal of effort
into this. Here is another way of thinking about sales income:

No. of customers x Average sale x Frequency of purchase/visit = Sales income

If, at the present time, you have 20 customers making an average purchase of
£1,000, visiting your premises two times each year, then your sales are £40,000
per annum, 20 x £1,000 x 2 = £40,000. If you can double the overall level of
business activity, increasing your number of customers to 40, the average sale
to £2,000 and the frequency of purchase to four, then sales increase to £320,000,
Le. 40 x £2,000 x 4 = £320,000. In fact, doubling the overall level of activity
increases sales eight times. There are 20 ways of increasing your customer base.
There are 20 ways of increasing the average sale. There are 20 ways of
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increasing the frequency of purchase. Focus and concentrate on the 20 ideas Be excellent
which will generate much higher levels of sales income. at selling

As a salesperson, you are responsible for results. You can achieve the
required result by setting it as a goal, and then resolving to pay the price that
must be paid to achieve the goal. You need to establish clear sales goals. The
subconscious mind responds to clarity. Having established the sales goals, it is
necessary to determine the actions or activities which must be undertaken to 597
achieve those goals. Information is important. We need information to make
decisions. Decisions should lead to action. Only action gets results. Your sales
activities lead to your sales results. What is the price you have to pay to achieve
the desired result? The price you have to pay is that you have to undertake the
necessary activities. We all need clear sales activity goals relating to
presentations, mailing shots, “thank you” letters, cold calls, approaches to new
customers, approaches to old customers etc. Controlling and monitoring
activities is essential. Activities lead to sales. Sales is a numbers game. If your
presentations to customers have a 40 per cent success rate, then ten
presentations lead to four sales. One hundred presentations lead to 40 sales. One
thousand presentations lead to 400 sales, etc. Make a careful study of the
activities you undertake for comparison with sales achieved. Use the 80/20 rule
to set priorities. You will probably find that 80 per cent of sales arises from 20
per cent of your activities. Focus on the 20 per cent which brings in 80 per cent
of sales. Develop a sense of urgency, a do-it-now mentality. Focus and
concentrate on the desired result, the desired level of sales. Focus not on what
you can do, but on what you can achieve. We undertake activities to achieve
results. Become totally results oriented, rather than activity oriented. In a world
in which salespeople are notorious for starting late, make a decision to make
your first sales call early in the morning, Again, sales is a numbers game. The
more contacts you make with potential customers, the higher level of sales you
achieve. Failure to sell at the first attempt, does not mean that you should not
make another attempt. You are not defeated just because you lost, you are only
defeated when vou give up. Make the second effort, go the extra mile. You can
always open a negotiation with new information. Finally, look after your health
and appearance. Look as though you expect to sell successfully. We all tend to
judge others on a first impression. You never get a second chance to make a
good first impression. Your appearance and the way in which you conduct
yourself must be consistent with achieving the success you confidently expect.

5. Know your product, its benefit and competitive advantage (basic
sales skill number three)

Why does your customer buy the product or service? What benefit do you sell?
It might look like a haircut, but it's probably admiration. It looks like a motorcar,
but it’s probably status. It might be called a bungee jump, but it’'s probably
excitement. If you're selling to other companies, the benefit is probably
increased sales, lower costs or higher profits. In which way is your product
different from the competition? Do you have a unique selling proposition? What
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1s your competitive advantage? Why should anybody buy the product or service
from you? Is your product perceived by the customer as being better in some
way? Is it cheaper? Is it faster? Does the customer buy because you are an
extremely pleasant person? Who is your competition? Why do some customers
buy from the competition? What is the competitive advantage of your
competitor? In which areas are your competitors superior? In which ways are
they inferior? How can you creatively imitate your competitor? Most important
of all, how can you offset the competitive advantage of your competition? If the
competitor 1s cheaper, then you have to be better in some way, faster in some
way or more pleasant to deal with in some way. You must be able to point out to
your customer that although the competitor is better, he or she is far more
expensive, slow on delivery or unpleasant in some way. If there is no reason
why the customer should buy from you, then the customer will buy from the
competition. There is a reason for everything. There has to be a reason why the
customer buys a product or service from you. A most important point to
remember is that good salespeople can give the company competitive
advantage simply by being faster and very pleasant. Remember that customers
are impatient creatures. They want the benefit now, and they have a strong
tendency to buy from attractive, pleasant people.

6. Identify your customers/prospecting (basic sales skill number
four)

Why should anybody buy your product or service? What is the benefit or
improvement in their condition? Whose life will be enriched? Who will get the
greatest improvement from your product or service? With which customers
does your competitive advantage make a difference? With which customers
does your competitive advantage make the biggest difference? Customers want
to be more, have more, do more. People buy for ego needs, status needs, self-
actualization needs, etc. People buy for safety, security, admiration, social
status, recognition, prestige, respect, to increase sales, lower costs, increase
profits, self-improvement, excitement, popularity, greater health, self-
expression, influence, power, financial success, more knowledge, greater skills,
companionship, self-esteem, fear of loss, desire for gain. Where are your
customers? Where do they buy the benefit at the present time? How do they
buy? When do they buy? How do they pay? Which complementary products do
they buy? Are they listed in the Yellow Pages? Can you gain access to
competitors’ lists? Can you gain access to the lists of purchasers of
complementary products? Who will save time, money and effort by buying the
product? Again, remember that good salespeople can give the business
competitive advantage by being fast and pleasant. Being friendly is one way in
which you can be better. Being fast is another way in which you can be
perceived as better, bearing in mind that customers are impatient creatures.
Acting quickly could save your customer money. Focus on the 20 per cent of
customers who account for 80 per cent of sales. Focus on your active customers,
followed by your inactive customers. Focus on the active customers of your
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competitors, followed by the inactive customers of your competitors. Focus on Be excellent
the right approach for each type of customer — telephone calls, mailing shots, at selling
cold calls, presentations, “thank you” cards, social meetings, meetings at
sporting and musical events, etc.

7. Identifying customer needs (basic sales skill number five)

Do not focus on trying to sell the product which you produce. Warehouses 599
throughout the country are full of products nobody wants to buy. Ask
questions, ask questions, ask questions! Find out what benefit your customer
desires. Talk to your customers. You will be surprised how often price is not the
priority. They may be looking for a local supplier, excellent service, a guarantee,
any risk of loss to be assumed by the supplier, immediate delivery, staged
payments. If you know your customer, then you have a far greater chance of
forming a lasting relationship which should lead to permanent relationship
selling. If you listen very carefully, vou may well find the hot button which
enables you to make the sale. If you have to start the ball rolling, then start
strongly with an interesting question: “would you like to see an idea that can
increase your sales by 30 per cent over the next six months?” “Would you be
interested in reducing your factory heating costs by 15 per cent?” “Would you
be interested in making one of the most exciting journeys you have ever made
in your life?” Focus all your attention on the prospective customer. We are
curious creatures. Try and stimulate the curiosity of your customer. Ask more
questions. Find the benefit your customer seeks. Keep talking about the benefit.
Don't talk about the money, the price, how much it is going to cost. Focus on the
benefit to the customer. Remember the customer’s favourite radio station is
WIIFM — What's In It For Me? Keep collecting information. You must come
away from the initial discussion knowing exactly what your prospective
customer wants. You do not have to make a sale on the first call. You can always
come back with new ideas, additional information, additional proposals. People
love to be asked questions. If you want to be interesting, be interested. If you
show interest in the customer, the customer will find you interesting. The
customer will want to reciprocate, perhaps by buying the benefit you offer.
Make notes after every discussion with a customer. What did you do well? In
which areas can you improve? What was the hot button? What would you do
differently if you could start once again at the beginning? Did the customer like
you, trust you, believe in you? Customers buy from people they believe, trust
and like. Are you a go-giver? Did you offer the customer something extra,
something for nothing? Did you provide the customer with information relating
to a good restaurant, the quickest route to a destination, the best hotel at a
resort, etc? If you did, the customer wants to reciprocate. Did you provide social
proof, testimonials, reference to those who have already bought the product and
gained tremendous satisfaction? Did you offer mega-credibility? After listening
intently to the prospective customer, did you make reference to the biggest users
of your product or service, the most regular users, stories of totally satisfied
customers, written testimonials, etc? One final important detail, if you meet a
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prospective customer over lunch, then discuss the proposition during the meal
and afterwards, but not before the meal. Discussion before the meal leads the
customer to believe that the meal is conditional on agreeing to the purchase.

8. Make excellent presentations (basic sales skill number six)

Giving a presentation is one of the most feared events in Western society. In
surveys of people’s fears, death is usually ranked around number six. Giving a
presentation 1s usually number one. To be excellent at selling, you have to give
presentations. Start out by giving a brief presentation to your friends, stating
your name and address. Follow this with a brief five-minute presentation on
your life and interests. Make a habit of giving brief presentations. Despite all the
discomfort, you will gradually get into the swing of it. Face that which you fear,
and eventually the fear is removed. When making a presentation to customers,
focus on the benefit. Do not mention the cost. Can you imagine trying to sell
management development programmes for groups of executives in the same
company at £100,000 per annum? The cost is too high. The £100,000 is too
much for the budget. We have tried management development in the past and it
did not work! The simple fact is that nobody has got £100,000 to spend on
management development. Therefore, do not talk about the cost. Focus on the
benefit. The skills acquired by executives during the programme will lead to
greater sales, lower costs and greater profits, 1.e. greater managerial ability for
the foreseeable future. In fact, the programme guarantees an increase in profit
of £1 million in the first year of the programme. If you focus on the benefits of
increased managerial skills, and the £1 million added to the bottom line, then
the £100,000 cost of the programme does not seem excessive. By the time we
have focused on the benefit, then the £100,000 is mentioned at the end of the
presentation as a mere detail. Keep using expressions along the lines “what this
means to you 1s...”, “what this means to you is that sales will be increased by 20
per cent, what this means to you is that costs will be reduced by 20 per cent,
what this means to you is that you will have the holiday of a lifetime, etc.”. Your
prospective customer is permanently tuned in to his or her favourite radio
station, WIIFM — What's In It For Me? Listen carefully for feedback. Look for
benefit as perceived by your customer. You cannot set goals for other people,
but you can use the powers of love and suggestion on other people. The
customer must feel that you are acting in his or her best interests. You can
suggest to your customer that certain benefits work to their advantage. Be
positive. Be excited and enthusiastic about your product or service. Speak
confidently. Dress for success. Be sure to present your product or service in its
best light. Use mega-credibility — who has already used the product
successfully, offer recommendations from other customers, present lists of
clients, stories of satisfied customers, and independent verification from other
companies, research institutes, universities. You cannot offer too much
credibility. Nobody wants to be the first sucker to give it a try! Use your
judgement to offer trial closes as follows: “is this the kind of thing you had in
mind?” “Is this the kind of idea that could be of interest to you?” “Is this what
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you were looking for?” “Does that make sense to you?” If you can get the
prospective customer to nod or agree in any other way to one of these questions,
then you are well on the way to making a sale. As well as appealing to your
prospective customer’s desires, you could also use a little bit of fear. You could
mention the fact that your customer’s competitors have already done it! Finally,
be prepared to handle all possible objections.

9. Handle objections (basic sales skill number seven)

“We don’t want it, we can't afford it, we don’t believe you, we've tried it before
and it didn’t work, we are perfectly happy with our present supplier and it’s not
in the budget.” Your initial reaction could be that you are not going to make the
sale. This is incorrect. You have to understand that an objection is a request for
more information. As long as the customer is objecting, you are selling. Only
when the customer disappears have you possibly lost the sale. Most objections
are simply requests for more information. “We don't want it” simply means “tell
me more about the benefit”. “We can’t afford it” means “can you do something
about the price or arrange financing?” “We don't believe you” means “give me
more information, convince me”. “We have tried it before and it didn’t work”
means “explain the improvements you have made”. “We are perfectly happy
with our present supplier” means “can you explain your competitive advantage,
the reason why we should switch from our present supplier to you”. “It's not in
the budget” means “can you invoice me at a later date?” Familiarize yourself
with the objections that customers usually make. Rehearse your replies.
Compliment your customer for the objection along the lines “that’s an excellent
question ... that’s an interesting observation ...”. Handle the objection along the
following lines: “many people felt that way at first, but this is what they found
.. that's exactly what some of my biggest customers suggested at first, but this
is what they found...”. Then, produce the evidence, produce the proof, handle the
objection. For free tuition in handling objections, talk to any car salesperson.
You stand there admiring the car. The salesperson approaches and says “nice
car?” “Yes, but I can’t afford it”, you say. You think that will get rid of him. It
does not work. You have made an objection. The salesperson can tweak the
price, ask you about a possible trade-in, suggest two years’ finance, three years’
finance, five years’ finance, leasing, contract hire, etc. The salesperson knows
that if he or she can overcome your objection, the sale is possible. You tell the
salesperson that the car has a reputation for poor reliability. “Yes, that was true
of the old model. However, if you read such and such a car magazine, you will
see that this is now the most reliable car in its class.” Alternatively, you tell the
salesperson that you work for a company and that the budget has been spent
for this year. “That’s all right”, says the salesperson, “You can pay a small
deposit now and the balance in the next budget period”. As long as you are
objecting, the salesperson knows that a sale is possible. Only when you walk
away is the sale probably lost.

Be excellent
at selling
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Journal of 10. Close that deal (basic sales skill number eight)

Management A customer is someone who is willing and able to purchase the benefit you offer.

Development In a successful sales presentation, you eventually reach the point when it is time

16.8 to ask for action, time to close that deal. You may or may not have already tried
b

one or two trial closes. It is now time to make the final close. You could try an

invitational close: “should we complete the paperwork ... should we arrange
602 delivery ... should we give it a try ...>” You could try an assumptive close: “let’s
arrange the delivery ... let's complete the paperwork”. Perhaps the most popular
approach is the alternative close: “will you be paying by cash, cheque or credit
card ... the blue one or the red one ... the deluxe or standard ... were you thinking
of holding the programme before or after Christmas?” Another approach to the
alternative close is the minor point or secondary close: “will you take it with you
now or would you like us to deliver ... did you want it with the hardback or the
softback?” It is extremely important to note that once the customer is
considering the answers to these questions, the purchasing decision has already
been made. You have made the sale. We are now discussing mere details. On
occasion you will be able to identify a hot button close where the customer has
got to buy the product because it’s red in colour, and it’s the only red one he or
she has seen in two months. On occasion the customer makes it perfectly clear
that he or she must have that armchair because it is the exact same colour as the
curtains and the carpet in the living room. Given the chance, go for the hot
button close. Identify the most attractive feature to the customer and keep
talking about that feature. Finally, congratulate the client on making such an
excellent selection. Then make an additional sale to the same customer.

11. Follow up, make the second effort (basic sales skill number nine)

You may not sell on the first visit or first occasion. Make a decision to go the
extra mile, make the second effort, follow up vour initial approach. Contact the
prospective customer once again within three days. You can always reopen a
negotiation with new information, new price, new terms, a better offer following
discussions with your boss. Keep your customer informed. Educate your
customer to appreciate the benefit you offer and your competitive advantage.
After making a sale, contact the customer within four weeks with a view to
making the next sale. Follow up direct mail with a telephone call. Follow a
presentation, visit or discussion with a note, small gift or a “thank-you” card.
Many businesses have been completely turned around by the simple technique
of getting each salesperson to send out a number of thank you cards every
Friday afternoon. Remember that it is activities which lead to sales. Ensure that
your final contact with the customer is always positive. The customer must
appreciate that you are caring, courteous and considerate. Do not be afraid to
ask for referrals. Referrals alone can guarantee a successful business. Every
customer should be able to recommend you to two additional prospective
customers. Use your existing customers to create a golden chain. Ask your
satisfied customers to provide you with a reference, an endorsement of your
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product, something on paper which you can use to give you mega-credibility Be excellent
with prospective customers. at selling

12. Winning sales teams

The sales function is often carried out by a team. The sales manager is the

manager of the team. Every team depends on excellent performance from each

team member. In recent years many studies have been carried out on winning 603
teams. There appears to be some consensus that winning teams have the
following six characteristics, which we suggest you introduce into your own
sales team for maximum effectiveness.

(1) Clear leadership. Winning teams have effective leaders. Team members
know who the boss is. The leader sets the standards, calls the tune,
measures performance, gives clear coaching, and is the leader on merit.

(2) Clear strategy and planning. Winning teams know what they must do to
get from where they are now to the ideal future. Team members know
what must be done, they have clear activity assignments. Winning teams
focus on being brilliant on the basics. They understand that 20 per cent
of activities leads to 80 per cent of results/sales. Winning teams focus on
the 20 per cent which brings in the 80 per cent. Time is set aside for
planning, discussing changes, introducing improvements, continuous
improvement.

(3) People development focus. Winning teams focus on reading, listening to
educational tapes, attending courses, and spending time with those who
are excellent at selling. Continuous learning, continuous attention to
greater enthusiasm and excitement leads to better results. Only people
get better, only people improve. Property, plant and equipment and
motor vehicles all depreciate, but people can be continuously improved.

(4) Commitment to excellence. Winning teams understand that only
excellence motivates. Neither failure nor mediocrity motivate. Winning
teams are led by high expectations bosses. Effective leaders are good
listeners, they set clear goals, and they expect excellent results.

(5) Selective player assignments. Winning teams play to their strengths.
Each member carries out those activities to which he or she is best
suited, which leads to the greatest contribution in sales, and eventually
profits. Winning teams also focus on those products and services which
result in higher sales and higher profits.

(6) Good communications. Winning teams have open communications, free
access to information, the sharing of information, no politics, no hidden
agendas, no cliques. Team members have the information, resources,
support, coaching to achieve desired results. Team philosophy 1s built on
facilitate and empower, rather than command and control.
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Journal of 13. Clear output responsibilities for team members

Management Each team member needs clear sales targets and clear activity targets. Every
Development salesperson needs the output responsibilities of the job defined in terms of sales
16,8 and volume. Activities lead to sales. The sales manager cannot control the level of

sales, but the sales manager can control the activities, the actions taken by
604 salespeople. These output responsibilities must be defined in terms of numbers of

calls, numbers of letters sent out, number of leads followed, contacts with old
customers, contacts with new customers, presentations, interviews, sales orders
completed, “thank-you” cards sent out at the end of each period.

Salespeople need clarity. The subconscious responds to clarity. Salespeople do
not like uncertainty, they do not like having too much or too little to do. Sales
achieved and activities undertaken must be checked daily, weekly and monthly.
Remember the golden rule of delegation: what gets measured gets done. If you do
not measure it, then they will not do it. You must inspect what you expect. Use the
powers of love and suggestion on your salespeople. Let them know that you like
them, and that you confidently expect that they will achieve their sales targets
and undertake the necessary activities. Suggest to them that they can achieve
their targets, that they can be excellent at selling. Confidently expect that sales
and activity targets will be achieved. Remember the law of expectations: we all get
what we confidently expect.

14. Good counselling and review for team members
What gets measured gets done. What gets rewarded gets repeated. Team
members need a regular review of their performance in relation to sales and sales
activities. The review is not an aggressive occasion. The performance review is in
the best interests of the team member as well as the sales team and the business.
The team leader should ask questions: “what did you do correctly? what have you
learned? what would you do differently?” The objective is to improve the
performance of the team member. You are a high expectations boss. You listen
carefully. You offer good counselling and good review. You are there to encourage
the team member, to bring excitement and enthusiasm to the sales function, to
raise the expectations of the team member, to raise the self-esteem of the team
member.

Which changes are necessary? Does the team member need more information,
a higher level of skills, a more positive mental attitude? What can we do to change
the behaviour of the team member? Learning is a change in behaviour.
Recommend courses, books, tapes, a role model to the team member. Bombard the
mind of the team member with information, experiences, situations and people
which are consistent with high achievement. Remember how people learn. We
collect information, take action, review our results against the knowledge we have
acquired, and then ask questions. Once we ask questions, we are ready to
experience more programmed learning.
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15. Reward structure for team motivation
Salespeople love to be rewarded for their successes. Salespeople love to achieve
sales, love financial rewards, love status, recognition, attention and promotion.

(1) Achievement. Excellence is the great motivator. Salespeople are
motivated by success. Salespeople love the achievement of making sales.

(2) Financial rewards. Salespeople love to be rewarded financially for
achieving results. Commission is the great financial motivator in sales.
We recommend financial rewards related to sales, rather than fixed
salary. Commission motivates.

(3) Status. Salespeople love to strive for a better car, for an expensive trip, for
rewards which raise them above the average salesperson.

(4) Recognition. Salespeople love prizes, best salesperson of the month,
medals, wall plaques, certificates, etc.

(5) Attention. Salespeople love the recognition of time spent with the sales
manager, lunch with the sales manager, a place at the table with the
board of directors, etc.

(6) Promotion. Salespeople love to be promoted to sales manager, deputy
sales manager, leader of a section of the sales team, etc.

16. Continuous improvement/training for team members

The sales manager is responsible for continuous training of each member of the
team. Team members need sales training, regular review, reinforcement of their
excellent abilities, encouragement to love selling, continuous reminding of the
required activities, greater knowledge of benefits and competitive advantage,
identifying customer needs, identifying customers/prospecting, making
excellent presentations, handling objections, closing deals, making the second
effort, reference to books, courses, tapes, people who can help, courses in
telephone skills, listening skills, etc.

17. Basic needs of team members

Salespeople need autonomy. They need the empowerment to work as
individuals, achieving sales targets and undertaking sales activities. At the
same time, salespeople need dependency on the group. They need to be part of
a successful team. Salespeople need information from regular sales team
meetings. They need training for motivation and raising of self-esteem. They
need recognition for their achievements. The sales manager praises in public,
punishes in private. He spends time on a one-to-one basis with excellent
performers. He deals with the average salespeople in groups. The sales
manager must try to raise the self-concept of each salesperson. The sales
manager raises the self-concept level of income of the team members. He raises
the individual’s self-concept of his or her ability to sell. The sales manager
makes team members feel important by praise, reward, acknowledging success,
good feedback, approval, recognition, encouragement and acceptance as a

Be excellent
at selling

605
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Journal of member of the team. The sales manager provides a rock on which volatile

Management salespeople can rely for support, encouragement, good counselling and review.
Development The sales manager offers a role model as the best in the business.
16,8

18. Twenty-five ways to increase your sales income (which you
have probably already considered)

606

(1) Sell more units/increase the price. With a view to increasing sales
income, we can either increase the units sold or/and the price:

Units x Price = Sales income

There are 20 ways to increase the number of units sold. There are 20
ways in which we can justify a price increase. Focus, concentrate and
dwell on the ways in which you can increase units sold and the selling
price. No doubt, you have already considered these factors.

(2) Commitment to excellence. Make a 100 per cent commitment to
excellence. Only excellence motivates. There is a strong relationship
between quality and sales. Make a decision to be the best in the
business.

(3) Love of the customer. We have a passion for excellence. We love our
customers and we always do that little bit extra for which we do not get
paid. There are always 20 ways in which we can improve the service we
offer to our customers.

(4) Fanaticism for service and quality. Make a decision that everybody in
the business is a service and quality fanatic. Focus and dwell on the 20
ways in which you can increase your service and quality.

(5) Caring, courteous and considerate. We are always caring, courteous and
considerate when dealing with our customers. There are 20 ways in
which we can be more caring, more courteous and more considerate.

6) Relationship selling. The old model of selling focused on giving
presentations and closing the deal. The new model of selling focuses on
building trust with a client, and identifying needs of the client. The new
model of selling is relationship selling for repeat business. Build life-
long relationships with your customers.

(7) Sustainable competitive advantage. There must be a reason why a
customer buys your product or service from you. Make a decision to
establish a reason, or discover the reason if you are not sure what it is.

(8) Unique selling proposition. Make a decision to try and establish some
unique reason why a customer should buy the product or service from
you.

(9) Better. Make a decision to improve the quality, to establish yourself as
the best in the business. There are 20 ways in which you can be better
than the competition.
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(10) Cheaper. There are 20 ways in which you can provide better value to Be excellent

your customer. at Sening
(11) Faster. There are 20 ways in which you can improve the speed and ease

with which your customer can acquire the benefit you offer.
(12) Nicer. There are 20 ways in which you can increase the quality of your

customer care. 607

(13) Market segmentation. Who cares? There are 20 ways in which you can
improve your success rate in finding your customer. Remember, you
have to be at.least 10 per cent better, cheaper, faster or nicer for a
customer to switch from your competitor to you.

(14) Market niche. Is there some small section of the market which you can
dominate?

(15) Mega-credibility. Make a decision to accumulate 20 sources of
additional credibility for your product or service.

(16) Use the 80/20 rule. Focus on the 20 per cent of product which yields 80
per cent of sales. Focus on the 20 per cent of customers who account for
80 per cent of sales income. Focus on the 20 per cent of geographical
area, the 20 per cent of advertising that works, the 20 per cent of
salespeople who account for 80 per cent of sales, etc.

(17) Overcome market ignorance. Provide interesting stories for radio,
newspapers and television which should help you to overcome market
ignorance. Use direct mail, direct sales, telesales, etc., to overcome
market ignorance.

(18) Make ordering and buying easy. There are 20 ways in which you can
make it easier for your customer to order and buy your product or
service. Remove the difficulties. Do not ask a customer to complete an
eight-page questionnaire. Do not ask a customer to come back next
week or after lunch, etc.

(19) Creatively imitate your competition. What is the competitive advantage
of your competitor? What can you learn from your competitor? How
can we creatively imitate our competition to increase sales income?

(20) Practise price discrimination. Different customers have different self-
concepts of expenditure on the same product or service. Identify
different prices for different customers. Sales and profits should be
much higher when vou discriminate on price.

(21) More pressure. Commodities are difficult. Try putting your customer
under more pressure.

(22) More promotion. Commodities are difficult. Try greater promotion.

(23) Educate your customer. Make sure that your customer understands
fully the benefit you offer, the reason why the product or service should
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(25)

be bought from you, and just how easy it is to order and purchase your
benefit. Your customer should understand why it is such a good deal!

Communicate with your customer. Communicate frequently with your
customer. Use bulletins, news of new ideas, new product developments,
new prices, etc.

Ask for refervals. In the early stages of the business, you must ask each
customer for referrals. Use your customers to create a golden chain.
Every customer should lead you to two new customers. With repeat
purchases, the business should grow in sales and profits.

19. Twenty-five ways to increase your sales income (which you
may have already considered)

@
@

&)

©

(10)

11

Attitude. Be more positive, more excited, more enthusiastic about
selling.

Manage the activities. Activities lead to sales. Make a decision to send
out so many mailing shots per week. Do a certain number of
presentations, send out a certain number of “thank you” cards every
Friday, etc. These activities will lead to additional sales income.

Increase knowledge of competitive advantage. Make sure you
understand your own competitive advantage. Be fully aware of the
competitive advantage of the competition. You must be able to offset the
competitive advantage of the competition.

Prospecting for new customers. There are 20 ways in which you can
seek out new business.

Identify the needs of your customer. There are 20 ways in which you can
increase your skills in listening to customers.

Improve your presentation. There are 20 ways in which you can
improve your presentation skills.

Learn how fo handle objections. There are 20 ways in which you can
improve your ability to handle objections.

Close that deal. There are 20 ways in which you can improve your
ability to close a deal.

Follow up. There are 20 ways in which you can improve your skills in
making the second effort.

Sales training. Many businesses have become extremely successful
following a simple decision to improve the quality of sales training for
all those involved in selling. Make a decision to invest time, if not
money, in sales training.

Develop a winning sales team. Implement and develop the attributes of
winning sales teams in your business.
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(12) Establish clear standards of performance. Ensure that everybody Be excellent
involved in sales is fully aware of the standards expected. at selling

(13) Check the outputs of your salespeople. Count the number of calls, letters,
presentations, mailing shots, telesales, “thank-you” cards, approaches
to existing customers, approaches to new customers, approaches to
other people’s customers, cold calls, etc. Sales is a numbers game. Count 609
the activities. It is the activities which lead to sales.

(14) Reward structure for motivation. Salespeople love to be rewarded.
Implement a reward structure which motivates your salespeople.

(15) Outsource the sales function. If neither you nor anybody in your
organization can sell, then buy in an excellent salesperson, or consider
outsourcing the selling function to some person or some organization
which can generate sales.

(16) A useful formula for thinking about sales. Earlier we recognized that
units x price = sales. Consider the following formula:

Number of customers x Average purchase x Number of orders/visits = Sales

There are 20 ways in which you can increase your customer base. There
are 20 ways in which you can increase the average purchase. There are
20 ways in which you can encourage customers to order/visit your
premises.

(17) Test different prices. Some prices are far more attractive to customers
than other prices. Test your prices on small samples of customers. A
higher attractive price will lead to greater sales income than a lower,
unattractive price. Carry out tests on small numbers of customers to
identify high attractive prices.

(18) Test everything. Send out 50 brochures, 50 mailing shots, make 50
telephone calls, send out 50 letters, hold face-to-face discussions with 50
customers. Organize a conference for 50 customers. Do everything on a
small scale. Do not ever send out 10,000 of anything, until you have
tested, tested and tested again!

(19) More effective advertising. There are 20 ways in which you can make
your advertising more effective.

(20) Public relations. Gain free publicity and free advertising by providing
interesting stories for newspapers, radio and television.

(21) Send Christmas cards to your products. Many companies send
Christmas cards to their customers. Have you considered sending a
Christmas card to the piece of furniture you sold to your customer, to a
painting, to your customer’s pet poodle?

(22) Reactivate old customers. Stimulate your inactive customers by
communication.
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Journal of (23) Stimulate your competitors’ inactive customers. Can you arrange a swap

Management wlith your competito.rs on a oqe-for-one basis whereby you can
Development stimulate your competitors’ inactive customers, and your competitors
168 can stimulate your inactive customers?

' (24) Separate the price from the terms. Price can be a major obstacle to
610 making a sale. Make it easy for your customer to avoid paying the full

price at the time of sale. Have you considered instalment payments
without interest?

(25) Offer credit. There is one way in which you can always accumulate
almost infinite quantities of sales. All you have to do is offer infinite
credit. Naturally, infinite credit would very quickly lead to insolvency.
However, you can stimulate sales by arranging the finance from banks,
finance houses, higher purchase agreements, leasing, etc. Have you
ever considered winning an endorsement from your bank whereby you
sell the product and your bank provides the finance?

20. Twenty-five ways to increase your sales income (which you
may not have considered)

(1) Free samples. Have you considered free samples for new customers?
Have you considered free samples for big spenders? Have you
considered free samples for the biggest customers of your competitors?

(2) First vear free. Would you switch to an accountant, dentist or
hairdresser who offered you the first year free? Can you use this idea in
your business?

(3) Quantity discounts. Have you considered offering big discounts to
existing customers, new customers, and selected individuals, possibly
for attending at your showroom, an exhibition, a conference?

(4) 30-day free trial. Have you considered a 30-, 60-, 120-day free trial?

(5) Free offer to lock in sales in advance. Have you considered making an
initial free offer on condition that the customer spends a specified
amount with you in the future? Can you learn anything from mail order
book companies?

6) The one-off irresistible offer. “We have overstocked. As one of our most
highly valued customers, we are making this one-off 40 per cent
reduction...” There are 20 ways in which you can use the irresistible
offer to increase sales income.

(7) Reduction off next purchase. Have you considered offering a coupon,
five pounds off the next meal, five pounds off the next visit to the
hairdresser? Having made the initial sale to a new customer, have you
considered offering 30 per cent off the next purchase? Have you
considered offering a 30 per cent discount on all purchases made in the
following 12 months?
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(8 100 per cent money-back guarantee. Have you considered offering the Be excellent
100 per cent money-back guarantee on books, tapes, records, videos, at selling
management development programmes?

9) Guaranteed trade-in price on goods sold. Have you considered offering a
75 per cent guaranteed trade-in on replacement of the product sold to
your customer? This helps to allay the fear of loss to the customer. 611

(10) Extended guarantees. Have you considered guaranteeing the quality of
your product? Can you offer two years’ free maintenance?

(11) Endorsements. Can you sell the products of other customers with your
product? Can you get others to sell your product with their product?

(12) Complementary products. If you sell golf clubs, can you also sell golf
clothing? If you sell furniture, can you sell furniture wax? If you sell
yachts, can you also sell sailing jackets, contracts for maintenance?
Make a list of 20 products which complement your existing products!

(13) Your best customers are your customers. If your customers buy A, B
and C from you, identify products D, E, F, G, H, etc. If they buy
marketing journals from you, will they also buy finance journals? If
they buy art books from you, will they also buy books on furniture?
Many businesses have enjoyed tremendous success by the simple
technique of extending the product range.

(14) Commission-only sales. Have you considered taking on self-employed
salespeople on a commission-only basis?

(15) Networking. Have you considered organizing a network of several
businesses which trade together for mutual advantage?

(16) Use a big distributor. Rather than distribute your own product, have
you considered using a nationwide or international distributor? Many
pop groups make excellent recordings, but do not make the necessary
efforts to find a nationwide or international distributor. Does your
product need a major distributor?

(17) Franchising. Have you considered franchising out the production and
distribution of your product? Have you considered franchising in the
excellent products of other businesses?

(18) Upsell. Have you considered selling higher quality and higher priced
items to your existing customers?

(19) Cross sell. Have you considered selling additional products of your own
or additional products of other businesses to your existing customers,
usually at the point of sale?

(20) Licensing. Have you considered licensing the selling or manufacture of
your product to others? Have you considered obtaining a licence to
market or manufacture the products of other businesses?
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Journal of (21) Sell and sell again. Make it a matter of routine that you contact every

Management customer within two/four weeks after making a sale.
Development (22) Point of sale sales. At the point of sale, offer an excellent deal on an
16,8 additional purchase.

(23) Telesales. Make a habit of selling over the telephone. It will often be the
612 case that the initial call will be followed by literature, a meeting,

presentation and possibly a successful sale.

(24) Telephone after mailing shot. A dramatic improvement in results is
often the case when an initial mailing shot is followed by a telephone
call.

(25) Joint ventures. Have you considered joint ventures with other
businesses, to sell your product by direct mail, trade shows, auctions,
national advertising, etc.?

21. Twenty-five ways to increase your sales income (which you
have probably not considered)

(1) Use your competitor. If a customer chooses the competitive advantage
of your competitor, then earn a commission from your competitor by
referring the customer to your competition. Have you considered an
exchange of customer lists with your competitor on a one-for-one basis?
Have you considered a joint effort to reactivate the dormant customers
of your competitor on a one-for-one basis? Have you considered a joint
mailing shot with your competitor?

(2) Competitive product lists. Can you obtain lists of customers who have
bought competitive products?

(3) Complementary product lists. Can you obtain lists of customers for
complementary products?

(4) Other businesses’ inactive customer lists. Can you obtain lists of inactive
customers from other businesses in the same industry?

(5) Profit on bankruptcy/liquidation. Can you approach the liquidator and
acquire lists of past and present customers of businesses in liquidation?

(6) Profit on bankruptcy/liquidation. Can you take over the existing
contracts and other existing customers for insolvent companies?

(7) Switch the risk from the customer to yourself. Customers are risk-
averse. How can you switch the risk of loss from your customer to
yourself?

(8) Bring customers together. People come together for money and circus.
Can you bring your customers together for a fortune telling, a 60s night,
a barbecue, boat trip, casino night?
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(9) Special sales occasions. Can you organize special sales weekends for Be excellent

lawyers, doctors, chief executives? Such lists can be compiled from i
5 : at selling
trade directories and the Yellow Pages.
(10) Organize a conference. Can you organize a Think Tank on the future of
your industry? Can vou organize a trade show, a conference, an
exhibition?
613

(11) Invitation to the board. Can you invite a customer to join the editorial
board, to be a consultant to your company, to be a non-executive
director, a full director? Can you win the support of your customer,
suppliers, your bank manager?

(12) Exclusivity. What would be the effect on your potential customers of a
referrals-only policy? Can you place an advertisement in your local
newspaper which states that, owing to pressure of demand from
customers, that new customers will only be accepted in the future on
the basis of a referral from an existing customer/client?

(13) Strategic alliances. Can you form a strategic alliance with a university,
research institute, professional association or large company? This
could amount to mega-credibility in the eyes of your customer.

(14) Sell to other peoples’ customers. Make a list of 20 other businesses
whose clientele is probably very similar to your target audience. List 20
ways in which you could co-operate with that business for mutual
advantage.

(15) Ome store test. Make the necessary effort to approach at least one major
store or other major distributor with the idea of testing your product
with that one organization. This gives tremendous feedback both to
you and the store.

(16) Acquire somebody else’s Dog. Larger companies either sell their Dogs or
cease production and sales. Thousands of companies have prospered
by acquiring Dogs from larger companies and turning them into Cash
Cows, or even Stars. Make a list of 20 larger companies in your industry
which you can approach with a view to acquiring their Dogs.

(17) Use the 10 per cent rule. The best place to open a restaurant is opposite
a very successful restaurant. The best place to open a petrol station is
opposite an extremely successful petrol station. The existing business
has established a market in that area. If you are 10 per cent better, 10
per cent cheaper, 10 per cent faster or at least 10 per cent nicer, then you
can win sales in that area.

(18) Same product/new market. If it is successful in the capital city this
week, then it could well be successful in the provinces next week. When
you are away from your business area, take a good look at products
which are succeeding. You can take that idea, you can take that product
or service, and you can sell it in your own area.
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19)

(20)

(21)

(22)

Use your suppliers and bank manager. Your suppliers and your bank
manager have a vested interest in your success. Ask your suppliers and
your bank manager for leads.

The Internet. Collect the facts. Watch this cyberspace. Some companies
are already winning sales on the Internet.

Database marketing. Organize lists of active and inactive customers,
other companies’ active and inactive customers, purchasers of
complementary products, liquidators’ lists. Ask for referrals. Milk that
golden chain. Shift the risk from customer to supplier. Extend the
product range, etc.

Fail, fail, fail. Nobody has a 100 per cent success rate in selling. Sales is
a numbers game. The more you fail, the more you succeed. Keep testing
and failing.

(23) Ask your way to success. Talk to the most successful salespeople in your

24)

industry. How do they succeed? Creatively imitate the best!

Proactive selling. Many companies are totally reactive in their selling. If
the telephone rings, they usually refer the call to the “sales” person. The
company simply takes orders. Make a decision to be proactive in sales
in that you make sales happen, you set activity goals, learn sales skills,
lead a winning team, seek out 20 additional ways to increase sales, etc.

(25) Focus and concentration. Use your creativity to generate 20 ways in

which you can increase sales income. Make the necessary efforts. The
good book does not say that ye shall find whether or not ye seeketh. It
says: seek and ye shall find.

Become excellent at selling Lead a winning sales team. Study the above lists of
the 100 ways in which yvou can increase your sales income. Keep abreast of
current events so that you can add to the list.
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6. Negotiate better deals Negotiate

better
Planning is 80 per cent of success in negotiation. Learn how to make a friendly deals
opening, make statements of starting positions, bargain, and make a final
agreement.
1. Definition of negotiation 615

Serious negotiation begins when two parties are prepared to make an exchange
for mutual advantage. Company A has something to offer company B which
company B values more than company A. Likewise, company B has something
to offer company A which company A values more than company B.
Reciprocation is possible. A successful negotiation can lead to the improvement
in the conditions of both parties. There are usually five phases in any
negotiation:

(1) Planning. This takes place before the meeting and usually accounts for
80 per cent of success.

(2) Creating a friendly environment. This takes place at the meeting,
presentation, negotiation.

(3) Making statements of opening position. Both parties state what they
want from the negotiation.

(4) Bargaining. Both parties trade concessions with a view to reconciliation.
(5) Agreement. Both parties agree to a settlement.

2. Objective of a negotiation

The objective of a negotiation is to reach agreement. Both parties should be
satisfied. A settlement is reached in their mutual interests. Both parties feel that
their respective conditions have been improved. This is a constructive, rather
than a competitive negotiation. Some people enter a negotiation with the
intention of screwing the other person. In a constructive negotiation, both
parties accept the settlement willingly, and leave the negotiation intending to
fulfil their commitments, and enter into further negotiations, additional deals. A
constructive negotiation is simply part of relationship selling. As you read
through this chapter, you will notice that many negotiation skills are similar to
selling skills.

3. Outcomes of negotiation
There are six possible outcomes to a negotiation:
(1) No deal takes place, no settlement is reached, the negotiation collapses.
(2) You win, the other person loses.
(3) The other side wins, you lose.
(4) Both sides lose.
(5) You both reach a compromise.
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Journal of (6) Both sides win, both sides improve their condition, both parties leave the

Management negotiation very satisfied.

Development In most negotiations, we are looking for win-win solutions, just as we would in

16,8 any sales negotiation. Both sides leave the negotiation feeling that their
conditions have been improved. At worst, go for the compromise, whereby both

616 parties leave the negotiation feeling that they have to some extent improved

their positions. Sometimes there has to be a winner and a loser, as in many court
cases. There are many lose-lose negotiations in which both parties spend a
fortune, and neither side achieves anything positive. Unfortunately, the most
common situation in life is that people simply will not enter into a negotiation of
any kind, and no deal takes place.

4. Characteristics of successful negotiators

Most people refuse to negotiate. They take a “take it or leave it” approach to any
negotiation. These people do not go into business, or they fail in business, they
do not acquire the houses and cars they would like to own. They simply refuse
to do deals, unless they get the ultimate price, the ultimate terms, unless they
can dictate the outcome of a deal. Good negotiators are adaptive and flexible.
They enjoy doing deals. They accept that negotiation is a process which exists
throughout life. They are willing to change, they avoid taking fixed positions.
They take a co-operative, understanding approach to dealing with others,
rather than a dictatorial and belligerent approach. They take a co-operative
approach towards creating a satisfactory deal, rather than competing with the
opposition for the ultimate deal. Good negotiators do not try to manipulate or
trick other people into making unsatisfactory arrangements. They are well
prepared for the negotiation, they seek win-win solutions, and they do not use
the phrase “generous offer”. Good negotiators simply take a positive and
constructive view of the situation. They understand that a deal has to make
good sense for both parties.

5. Preparation: define the perfect outcome

Develop clear ideas as to the perfect outcome, but be prepared to be flexible.
Visualize the perfect outcome. Make notes. Plan the perfect outcome on paper.
Define the price, quantity, quality, delivery, terms, etc. What is the highest or
very best you can achieve? What is acceptable? What is your lowest or ultimate
fall-back position? Make a decision to define your highest defensible position.
At the same time, define with great clarity the minimum you are prepared to
accept. In negotiation, clarity will always defeat vagueness. The person who 1s
well prepared tends to get the better deal. What is negotiable? What is not
negotiable? What is your walk-away position? Anticipate the areas of conflict.
What is your starting position? When you make your opening statement of
your position, what exactly will you say? Whether this is a formal negotiation,
a sales presentation, or just a discussion, make sure that the people with you at
the meeting know exactly what they can and cannot discuss. What are your
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priorities? What do you think will be the priorities of the other side? How can Negotiate
you maintain goodwill and reach a settlement at the same time? Having fully better
prepared for the negotiation, go back to the beginning and ask the questions:

what is the subject matter of the negotiation, what are our goals, what is the deals
perfect outcome? Remember that 80 per cent of your success in negotiating
depends on the quality of your preparation. Poor negotiators are unprepared. 617

6. Preparation: the four stages in the actual negotiation
Organize your planning around the following four stages of the negotiation,
which take place once you are in the presence of the other side.

(1) Establishing a friendly relationship.

(2) Each negotiator states his or her opening position.
(3) The negotiators negotiate by trading concessions.
(4) A settlement is reached.

7. Planning: everything is negotiable

Everything starts with ideas. Planning starts with ideas, lists of the possible
issues, concentrated thinking on the substance. Eventually we pull out the key
issues for negotiation. Terms are not carved in stone by The Almighty. Prices
are made by somebody and can be revised by somebody. Delivery dates are
negotiable, credit terms are negotiable, quantity discounts are negotiable. Do
not be afraid to ask for a better deal. Every deal can be improved in some way.
The product can be better, it can be made more cheaply, and it can be delivered
more quickly, by much more pleasant people. Take a positive, adaptive, flexible
approach to the negotiation. Be prepared to change. A rejection of your idea is
not a rejection of you. Do not take it personally, do not suffer from identification.
Do not keep justifying your position. Do not make personal remarks about the
other side. If the other party says something which you do not like, then simply
say: “thank you for being so frank”. Stay positive, keep smiling. Remember that
negotiation is excellent fun, it’s just a game, the outcome is not going to kill you
or the other party.

8. Planning: develop options

Use your creativity to develop a range of options for yourself, and the other
party. Separate the price from the terms. If they wish to dictate the price, then
you can dictate the terms. You can agree to a ridiculous price, provided the other
side agrees to equal instalments over 20 years without interest!

9. Planning: power in negotiation

Your power is your perceived power, not necessarily your actual power. Your
perceived power is increased by your tremendous knowledge of the subject,
your financial strength, the fact that you are in no rush to do a deal, you are not
desperate, you have other interested parties, you have an alternative source of
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supply, an alternative customer, you own a scarce resource, you are indifferent
to the deal, you have tremendous authority, you have tremendous courage, and
commitment to success. Your power is also increased if you are aware of the lack
of knowledge of the other party, financial distress of the other party, the
desperate need of the opposition to do a deal, the inability of the opposition to
do a deal elsewhere, etc. Your power is considerably increased when the
opposition understands that you have the ability to reward and punish. Serious
negotiation begins when the other side believes that you have the power to offer
them or deprive them of something he or she desires. Your power is also
increased dramatically when you know that the other side has made a
tremendous investment of time, money and effort in the negotiation. Focus and
concentrate on how you can increase your perceived power.

10. Planning: situation reversal

Reverse the argument. Argue the case from the position of the other side. This
gives tremendous insight into the negotiation. If only lawyers would practise
this technique. We once asked our lawyer what would be the outcome of a court
case. He replied: “how should I know? We turn up and state our position. The
other side states their position, and then the judge makes a decision”. We asked
the lawyer: “Can you imagine Napoleon turning up at Waterloo with that
attitude?” On the eve of the Battle of Waterloo, if Napoleon were to be asked
what would be the outcome, would you expect Napoleon to say: “how should 1
know? We turn up with a hundred thousand troops, they turn up with a
hundred thousand troops, and at the end of the day somebody will win and
somebody will lose”. Make a habit of arguing the case for the opposition. This
will lead to a far more successful negotiation for you.

11. Planning: use the powers of love and suggestion

Be positive. Be patient, be supportive of the other party. Let the other party
know that the deal must make sense for them as well as you. Meet in
comfortable surroundings, with good lighting, clean air and access to
satisfactory refreshments. Create a relaxed, rather than a hurried pace. Use
friendly body language, i.e. open hands rather than clenched fists. Position
yourselves around a round table, and try to avoid adversarial positions. If you
sit opposite somebody, there is a tendency to engage in battle. It is difficult to
argue with the person sitting next to you. Finally, arrange the meeting on your
home ground or on neutral ground. Do not attend negotiations at the other
party’s home ground.

12. Establish a friendly relationship

Start with a firm handshake. Try to establish friendship. Try to establish a
cordial climate, a breaking of the ice. Try to establish a good first impression.
Talk about the weather, football, admire the scenery, discuss a painting on the
wall. Make a decision to be co-operative as well as businesslike. Do not rush into
the deal. Do not go too far, too quickly. Eventually, address the questions: why
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are we here, what do we do, and how long have we got? Acknowledge that both Negotiate
parties will have done some preparation, and make an agreement to keep things better
moving. Make a decision to discuss an agenda, a procedure, a plan for moving
forward. Make a conscious decision to avoid mistrust, agitation, wariness.
Make decisions as to how long the meeting will last, the procedure you will
follow, and make a decision to arrive at a satisfactory outcome. This helps to
remove the uncertainty. At last, you agree an agenda, how long the meeting will 619
last, and one party agrees to start the ball rolling by making a statement of his
or her opening position.

deals

13. Statements of opening position
Both parties have now established good first impressions, and agreed to
proceed in a cordial and co-operative atmosphere. One party now outlines his or
her position. At the planning stage, you have already decided to make the
highest defensible bid. You have positive expectations. You have decided what
to bid, how to put the bid, and how to respond to the bid of the other side. You
ask for clarification. You make the other party justify the bid. You leave room
for manoeuvre, You ask questions. You ask for more information. You try to
establish common ground. You see things the other person cannot see. The
other person can see things that you cannot see. There are some aspects of the
negotiation that nobody expected. Telling and listening leads to understanding.
Eventually, the second party makes his or her statement of opening position.
Both parties achieve fresh insights. The independent exposition by both parties
raises questions, insights and understanding. You do not argue with each other.
You do not contradict. There are no rights and wrongs. Both sides collect
information, search for hot buttons, find out what is important, what is of less
importance. Occasionally, you restate something which the other party has
said, something which is now agreed. Both sides ask for agreement on matters
which are commercially defensible. You discuss price, quantity, quality, length
of contract, delivery dates, payment terms, etc. You continue to agree on
everything on which you can agree. You ask questions about constraints,
boundaries, the essentials, maxima and minima, possible concessions, the way
forward. You may have already thought of chipping away at the deal as
proposed by the other party. You may have already considered making counter-
offers, or even concessions.

At this point, it may be convenient to have a 15-minute recess for both sides
to consider their positions in private, or in discussions with other colleagues.

14. Bargaining: incorrect assumptions

After any break, use the restart as an opportunity to state clearly what has been
agreed so far. Having collected a tremendous amount of information from the
other party, you are now prepared to bargain, trading concessions with the
other side with a view to reaching a settlement. Incorrect assumptions are the
reasons for most failure. What are your assumptions? What are your
assumptions about the other side? Were your original assumptions incorrect?
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Journal of What is the ideal outcome for the other side? Ask the other side. What are the

Management critical issues for yourself? What are the critical issues for the other side? Be
Development patient and persistent. Keep searching. Do not rush into any settlement. Try to
16.8 avoid fixed positions. Do not let the other side lose face. Always offer a

concession in exchange for a concession. Surrender something which is

unimportant for something which is important to you. If you hit a snag, move
620 on to something else. Keep agreeing on everything on which you can agree.
Look for indications, search out priorities, be prepared to make counter offers.
Again, do not rush into a settlement.

15. Bargaining: avoid emotion

We are emotional creatures. Unfortunately, if you bring emotion to the
bargaining situation, you will probably arrive at an unsatisfactory settlement.
Avoid greed, fear, outbursts of anger. Avoid showing your desire, your
ruthlessness, vour selfishness, your self-pity. Practise detachment, i.e. step
aside from the situation, do not take it personally. Avoid identification. Stop
justifying your position. Be flexible, adaptive. Be prepared to let the deal
collapse. It is not the only deal in the world. You may find that you must bring
strong emotion to the situation in that you must buy that car. Under these
circumstances, get somebody else to conduct the negotiation for you. A third
party brings no emotion to the situation. A friend or colleague can offer £11,000
for the £15,000 car. An independent negotiator can offer £11,500, £12,000, and
walk away from the showroom having left a walk away price of £12,500. The
sales person eventually agrees a price of £12,600. You probably could not have
negotiated this deal, because the salesman knows that you must have that car,
you really want it, and you will pay the price.

16. Bargaining: time is on your side

Any sign of impatience or urgency weakens your hand. If the other side is
anxious for something which you have the power to give them, then this gives
you tremendous strength. Remember the old proverb: delay is the cruellest form
of denial. If you are aware that the opposition must get a deal by 5 p.m. this
afternoon, then make sure that all the important issues are left for the last few
minutes. You will negotiate an excellent deal for yourself.

17. Bargaining: save the important issues for the end

In negotiation we find the 80/20 rule usually applies in that 80 per cent of the
substance is agreed in the final 20 per cent of the time. Make a habit of saving
the most important issues for the last few minutes. During the negotiation you
have focused on the benefits for the other side. You have left the agreement on
price for settlement in the last few minutes.

18. Bargaining: persuasion, reciprocation and social proof
You are a go-giver. At the start of the negotiation, you let the other side know
that you are concerned about their interests as well as your own. You wish to
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arrive at a settlement, an agreement which is as acceptable to them as it is to Negotiate
you. You reciprocate in that you trade concessions on a tit-for-tat basis. You better
agree on everything on which you can agree. If you hit problems, these are put
aside for discussion later in the negotiation. Your fairness encourages co-
operation. You use mega-credibility to illustrate your position. You quote facts,
you offer lists of satisfied clients, you produce references from those who have
accepted the same deal. Any deal accepted by so many other negotiators, must 621
be a fair deal for the other side.

deals

19. Bargaining: it’s time to agree the price

If you are the seller, you must set a minimum price below which you will not sell.
Anything above that is a bonus. Usually, people are extremely anxious to learn
how to get the price down. Here are a few tactics which will save you a lot of
money:

(1) Pull a face. Whenever anybody mentions a price to you, always pull a
face to demonstrate the price is totally unacceptable. This should get you
a 10 per cent reduction.

(2) Do your homework. Whatever the price, make the statement: “I can get it
cheaper elsewhere”. You must come up with an alternative source. If you
can provide the evidence, the vendor will reduce the price.

(3) Ask tough questions. You must have the courage to ask the following
questions: “Have you ever sold this product for less?” “Is that the very
best price you can offer?” “What is your walk-away price?” Once you
have established a walk-away price, walk out of the shop, walk away
from the deal. If you do not get a further reduction, then you can always
return later and make the purchase. Shopkeepers know that very few
people return to the shop after leaving.

(4) Low ball. Offer a ridiculously low price. If you see a painting which you
like for £800, then tell the dealer “I like it, but I never pay more than £200
for a painting”, or “I like it, but I'm on a strict budget of £200”. Ask the
dealer just how close he or she can get to £200. You can offer cash rather
than cheque or credit card. You will be amazed how many times you get
the deal vou never thought would happen.

(5) The big order. If you intend to buy a car, then negotiate the best price you
can. After that, surprise the salesperson by informing him/her that in
fact you want 12 of these vehicles for the salesforce in your business. Ask
again: what is the best price the salesperson can offer? You will get a
large discount. You then tell the salesperson “Thank you very much. I'll
take just one for the time being, and come back for the rest in a few
months’ time”. You may not get the deal you wanted, but at least you can
go to another showroom and state with all honesty: “They quoted me
such and such a price at such and such a showroom”.
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Journal of (6) Delegate price negotiation. If you have an emotional involvement in that
Management you must hav¢ that car, then get somebody e;ls_e to negotiate the deal on
Development your behalf. F.ma_lly, as part of your sales training, you shopld know that
16.8 In any negotiation you focus on _the benefits. By the time you have
J finished talking about the £1 million benefit, the customer should not
care about the £100,000 cost. At the end of a good sales presentation, the

622 price should be a mere detail.

20. Agreement

You finalize the deal, arrive at a settlement. Perhaps you needed a second break
before finalizing the negotiation. The end usually arrives very quickly. Seize on
the agreement as soon as it is completed. State what the agreement is. Some
writers suggest that you should argue at length on one final detail, at last
conceding the point to the other side, letting the other guy go away believing
that he has got a great deal. Finally, congratulate the other side on the excellent
deal they have negotiated. If the deal fails, if the negotiation fails, be prepared
to make the second effort. You can always start a new negotiation on the basis
of new information, new orders from head office, new price opportunities, etc. If
you have to renegotiate, then renegotiate on the basis of benefits to the other
side. You are prepared to trade more concessions to get the deal. Be extremely
careful at the end of a negotiation, since a skilled negotiator might claw a major
concession from you just after the deal is completed. You could use the same
tactic on the other side. We do not advocate tricks in negotiation, since you are
usually looking to enter into further business arrangements with the other side
in the future. It is not worth jeopardizing your relationship with your customer
for the sake of one advantage in one deal.

21. Practice
Your negotiating skills, like your selling skills, will improve with practice.
Collect the facts, plan for the negotiation, separate the people from the situation,
identify the needs of both sides, ask for what you want, develop options, seek
win-win solutions, trade concessions, and arrive at a settlement.

Practise your negotiation skills throughout the vest of your life. Learn how to
negotiate better deals. You can negotiate better business deals, own the house
and the car you want, and both make and save yourself a fortune.
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7. Give leadership

Adopt the characteristics of leaders, do what leaders do, and you become a
leader.

1. Definition of leadership
Leadership is the ability to motivate people to strive to achieve common goals.
Leadership is the ability to draw extraordinary performance from ordinary
people. Leadership is about making things happen, getting results.
Transactional leaders are those men and women of action who have the
ability to motivate others to get things done. Transformational leaders are
those men and women of vision who inspire others to high levels of
achievement. In short, leaders make things happen and encourage and
motivate others to make things happen. Leadership is about getting results. A
manager’s job is to get results. Leadership is one important managerial skill
which can be learned.

2. The basic skills of leadership
Three of the fundamental attributes of leadership are:

(1) leaders set goals;
(2) leaders have high expectations of themselves and others;
(3) leaders are good listeners.

Most people do not know what they want. Most people need leadership. If you
set goals, then you become a leader. Leaders have a vision, a sense of mission
which inspires the leader and others. Leaders understand that goals can unite
people in a common cause. People who do not set goals are probably destined
to spend the rest of their lives working for people who do. People love working
for high-expectations bosses. High-expectations bosses raise the self-esteem of
their followers. Leaders are good listeners. When the leader listens to the
follower, it makes the follower feel more valuable and worthwhile, as well as
raising the self-esteem of the leader.

A fourth basic attribute of leaders mentioned here is that leaders have
positive mental attitudes. Leaders are excited and enthusiastic about achieving
the mission. They bring love and joy to the process of achieving the mission or
vision. They have high expectations of themselves and others. They believe
that the mission will be achieved. They attract into their lives the people,
circumstances, and information necessary to achieve their goals. Leaders
understand that leadership is an acquired skill. All leaders are readers. They
study other leaders. They understand that all leaders were once followers.
Leaders avoid negative emotions. They do not blame others for the situation,
they do not suffer from self-pity, they do not envy others their successes, they
do not hate others, they do not suffer from self-doubt, fear of failure or fear of
rejection. Leaders focus on the mission, not a profit.

Give
leadership

623
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Management Vision, mission, c?egn’ goals ’

Development Leaders haye a vision of some ideal future. They have a sense of mission in
that they wish to improve the lives of others in some way, to be the best in the

business, to be the most excellent, to be acknowledged leaders in that industry.

Leaders set clear personal and family goals, clear business goals, and clear

624 goals for self-development.

16,8

4. Characteristics of leaders (2)

High expectations, commutment to winning

Leaders have high expectations of themselves, and members of the team. They
focus and concentrate on success, they have a 100 per cent commitment to
winning. They want to be the best, highest quality, to be recognized for their
excellence. They understand that a failure is just a setback. They are only
defeated when they give up. A setback can be a valuable lesson. Leaders
understand that only excellence motivates. They focus on achieving a mission,
at a profit. In business, net profit is equal to victory. If the firm makes a profit,
we have successfully concentrated all our resources, hitting our market
segment, with our competitive advantage, in our area of excellence.

5. Characteristics of leaders (3)

Listening skills

Leaders are good listeners. They learn from others. They raise their own self-
esteem and the self-esteem of others by listening carefully. Leaders are
attentive towards others. They do not interrupt. They give others undivided
attention. They are excellent at the one-to-one discussion with no telephone
interruptions, in private, with the door closed.

6. Characteristics of leaders (4)

Action

Leaders take action, they understand that only action gets results. Information
is necessary, decision making is necessary, but it is only the action we take
which gets results. Leaders say: “Let’s do it, let’s fix it, let’s give it a try”.
Leaders live in the future, think about the future, are fascinated by innovation
and entrepreneurship. Leaders do not suffer from fear of failure, they
understand that failure equals succeeding. It is not a failure, it is a setback, it
is a valuable learning experience, it is a rock which has to be overcome before
we achieve the success which we shall inevitably achieve in the future. Leaders
work hard and, by their example, encourage others to work hard. In a world in
which everything counts, the behaviour of the leader affects followers.

7. Characteristics of leaders (5)

Courage

Leaders have the courage to take action in an uncertain world. They
understand that if you face that which you fear, then the fear will soon be

Reproduced with permission of the copyrightowner. Further reproduction prohibited without permissionya\ww.mar



removed. If you act with courage, unexpected forces will automatically come to Give
your assistance. Your persistence is your measure of your belief in yourself. leadership
Leaders have the courage to be patient, to stay the course. Leaders initiate
action, they go onto the attack. They understand that the world belongs to
those who are in love with the new. Leaders are not afraid to ask the question:
in this situation, what would Winston Churchill do, what would Napoleon do,
what would Jesus Christ do, what would Richard Branson do? Go forward with 625
confidence in the direction of your dreams! I love uncertainty. I am thriving on
chaos. He or she who controls uncertainty has power.

8. Characteristics of leadership (6)

Planning

Leaders think strategically. They think in terms of mission, specialization,
differentiation, segmentation and concentration:

+ How can we get from where we are now to our ideal future?

+  Given the mission, what is the strategy that will get us to our profit
target?

» How do we specialize?

«  What is our competitive advantage?

»  Where is our market segment?

+  Which resources are required to achieve our goals?

A business leader tries to see the big picture, focuses on the strengths of our
business, focuses on the weaknesses of our competitors, focuses on ways in
which we can respond to the competition, focuses on our ability to react
quickly to the opposition, does not dwell on the past, understands that the rest
of our business lives will be spent in the future. Business leaders focus and
concentrate on the future of the economy, the future of our industry within the
economy, and the future of our business within the industry.

9. Characteristics of leaders (7)

Results ovientation

Leaders focus on results, rather than activities. They focus on the 20 per cent
which brings in 80 per cent of the desired result. Leaders accept responsibility
for results. They understand that they cannot blame others. They set priorities,
and carry out action plans to completion. Leaders understand the winning
edge concept, in that just being a little better in key areas can lead to
significantly better results. Leaders are proactive, rather than reactive. They
make things happen, rather than reacting to events.

10. Characteristics of leaders (8)

Enjoyment of leading

Leaders want to lead. They enjoy it. Leadership is entirely consistent with their
self-concepts. They believe that they are controlling the information, the
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Journal of circumstances, and contact with others, which will lead them to achievement of
Management the mission. Leadership is entirely consistent with their self-concepts. They
Development beheve: that they are leaders. We all behave in a manner consistent with what
16.8 we believe.

11. Characteristics of leaders (9)

626 High self-esteem

Leaders, either consciously or subconsciously, use the affirmation: I am a
valuable and worthwhile person. Leaders have high self-esteem. They do not
believe that they are superior to other people, but they certainly do not believe
that they are inferior to other people. They have the courage to be honest with
themselves. They understand their own strengths and weaknesses, they are
prepared to make the necessary efforts to focus on their strengths and to either
overcome their weaknesses, or compensate for their weakness in some way,
possibly by employing the required skills of some other person or some other
organization. They are prepared to consider the advice of others. They are
prepared to make use of the specialization of some other business.

12. Characteristics of leaders (10)

Self-motivation

Leaders do not depend on others for motivation. They are internally driven by
their own vision, mission and goals. They are internally driven to higher levels
of achievement. Leaders are able to get commitment to the achievement of their
goals from others. Leaders are not lazy, ill-informed, selfish, greedy, impatient,
ruthless, disloyal, irresponsible, unreliable, or vain. Leaders tend to be full of
energy, extremely well informed, unselfish, not greedy, patient, generous, loyal,
responsible, reliable and self-effacing.

13. Characteristics of leaders (11)

Continuous learning

Leaders have a thirst for knowledge, a need for continuous improvement. They
attend the courses, conferences, exhibitions and seminars. They read books,
listen to tapes and spend time with other leaders. All leaders are readers.
Leaders understand that they can ask their way to success. Leaders build on
their strengths and learn how to compensate for their weaknesses. They are
prepared to change. They understand that change is inevitable and that
change equals opportunity. They understand that the world belongs to those
who are in love with new ideas. Leaders understand that knowledge is
becoming the basic resource of most businesses.

14. Characteristics of leaders (12)

Integrity

Leaders have high integrity. Their word is their bond, even if it costs money.
You can trust leaders. Leaders have credibility. If they err, then they err on the
side of fairness. Leaders insist that the other party to a negotiation is satisfied
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with the deal. Leaders have a fanaticism for quality and service. Their actions Give
are consistent with their words. leadership

15. What do leaders do? (1)

Leaders inspive and motivate others

Leaders inspire trust, confidence and loyalty from other people. Their

excitement and enthusiasm affects others. Leaders empower others. The 100 627
per cent commitment to excellence and success of the leader is an inspiration
to other members of the team. Leaders are visible people. They do not hide
behind closed doors or bureaucratic rules. They manage by MBWA,
management by walking around. They inspire and motivate through
excellence. They inspire by being high expectations bosses. They delegate to
others. This gives them time to take high risks, not necessarily with money, but
with time. Leaders are always available to allocate their time to the 20 per cent
that brings in the 80 per cent, to learning, attending conferences, being seen.
Leaders focus their attention on critical areas of the business, those areas
which guarantee the future. They continue to learn. They understand that
knowledge could be the competitive advantage of the business. Followers look
up to the leader as a role model.

16. What do leaders do? (2)

Leaders put meaning and purpose into work

For millions of people, work is a necessary evil, just a chore, another day,
another dollar. Leaders put meaning and purpose into work. They set
demanding goals, have a commitment to excellence, inspire and motivate
others. People love working for a high expectations boss. Leaders understand
that other people wish to improve their conditions, to become more, have more
and do more. Leaders raise the expectations of followers. They facilitate and
empower. They give people the skills, the motivation, the tools to carry out
their tasks, and then empower people to learn, make mistakes, become more
successful. Many modern leaders empower people to accept responsibility, to
take control of their activities, to achieve personal and family goals by
achieving the goals of the organization. Leaders encourage people to strive for
peak performance. Leaders make the customer the central focus of the
organization. They are obsessed with customer care and customer satisfaction.
This is the worthy goal of the business. Achieving goals makes followers feel
valuable and worthwhile. It raises the self-esteem of the employee. The leader
encourages by example, training, coaching, good counselling and review.

17. What do leaders do? (3)

Leaders communicate well

Leaders tend to be excellent communicators. They listen attentively and are
extremely effective in one-to-one discussions, they run effective meetings, they
give excellent presentations, and write short, excellent reports. Leaders agree
clear goals with followers. People know exactly what is expected of them. They
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know that it will be measured. They understand that they will receive excellent
feedback, counselling and review. They understand why the contribution they
make 1s so important. Leaders make other people feel important. Leaders are
excellent at selling. They are excellent at win-win negotiating. Leaders know
where to find their audience.

18. What do leaders do (4)

Leaders build winning teams

A great deal of work is done by teams. Given that we do not all have the same
contribution to make, the leader needs to build a balanced team. The leader is the
linker, he or she brings together the talents of team members to form a winning
team. Human beings are vaguely classified as being creators/innovators,
explorers/promoters, assessors/developers, thrusters/organizers, concluders/
producers, controllers/inspectors, upholders/maintainers and reporters/advisers.
We need people to come up with ideas and explore possibilities. Others can
organize and make things happen. We need controllers to keep the operation
running effectively, and we need specialist advisers. The effective leader leads a
winning team by drawing on the different talents of team members.

The leader selects SMART people. S stands for smart in that the prospective
employee has an attractive appearance and appears to be generally on the ball.
M is for motivation, highly motivated people being prepared to set goals and pay
the price to achieve those goals. A is for attitude, in that we employ people for
their excitement and their enthusiasm, rather than their paper qualifications, age
or experience. R is for results orientation, whereby we employ people who are
prepared to accept responsibility for results. T stands for trust, in that we
employ people we feel we can trust. As a general guide, we recommend that you
consider at least three people for any position, and that you interview these
people at least three times and in three situations. Employing the wrong people
is extremely expensive. The characteristics of winning teams are:

»  Clear leadership. Winning teams have effective leaders. Team members
know who the leader is.

s Clear strategy and planning. Winning teams know precisely what they
must do to get from where they are now to the ideal future.

o People development focus. Winning teams focus on courses, educational
tapes, reading, and spending time with the mastermind alliance.
Continuous learning is part of the group philosophy.

»  Commitment to excellence. Only excellence motivates. Winning teams are
committed to excellence.

o Selective player assignments. Each member of the team is allocated those
activities to which he or she is best suited, where the greatest contribution
is made to achieving goals.

o Good communications. Winning teams have open communications, free
access to information, no hidden agendas, no cliques.
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The leader establishes clear output responsibilities for team members. He or Give
she provides good counselling and review on a regular basis for team leadership
members. The leader measures the outputs of team members. What gets
measured gets done. What gets rewarded gets repeated. The leader establishes
clear reward structures for maximum team motivation. Team members are
rewarded by recognition for their achievements, financial rewards, status
rewards, attention from the leader and promotion. Team members are 629
encouraged to undertake continuous improvement. The leader empowers and
facilitates. The leader delegates everything possible to team members. This
frees the leader to focus on the 20 per cent which brings in the 80 per cent.
Delegation enables the leader to take high risks with his or her time. Our
advice is: delegate everything that it is possible to delegate! For leaders of
small businesses, one piece of advice we always give is that they should not
train people on the job. It is simply too labour intensive. Buy in the skills you
need. The leader should focus on what can be achieved, not what can be done.
One final point on delegation is that delegation is not abdication. The leader is
still responsible for the results of the team.

19. Leadership styles
There are essentially three leadership styles:

(1) Leadership by command. The leader makes all the decisions. Everybody
else does exactly what they are told, or else!

(2) Leadership by consultation. The leader makes the decisions, after
discussion with team members.

(3) Leadership by consensus. The team decides.

In this chapter we are generally recommending leadership by consensus.
Maximum motivation is aroused where team members feel that they own the
objectives. It 1s their company, their mission, their goals, etc. Participative
decision making tends to be the most effective kind of decision making.
However, we all have to recognize that there are some very effective leaders
who lead by command, or by consultation. There are some circumstances in
which only leadership by command, or leadership by consultation can be
effective.

20. How to become a leader

If you set goals, become a high expectations boss, and a good listener, then you
are well on the way to becoming a leader. You become a far more effective
leader if you develop a vision, develop a sense of mission, become action-
oriented, have courage, think strategically, plan, become results oriented, enjoy
leading, develop high self-esteem, be self-motivated, learn continuously, have
high integrity, inspire and motivate others, give work meaning and purpose,
communicate well, build a winning team, delegate, supervise, and give good
counsel and review. Study leadership and practise leadership. Set it as a goal,
and resolve to pay the price in advance. Visualize, emotionalize and affirm. See
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yourself as a leader. Imagine how you would feel as a leader, and use the
affirmation: “I am a leader”. Be persistent in your attempts to be a leader. Your
persistence is your measure of your belief in yourself. Never give up. Never,
never give up. Take high risks with your time. Avoid the comfort zone. Face
that which you fear and unexpected forces will come to your aid.

21. Characteristics of successful entrepreneurs

If you have read this chapter carefully, then it will come as no surprise to you
that the following have been found to be the general characteristics of
successful entrepreneurs:

)

A sense of mission. Successful entrepreneurs set out to improve the
lives of their customers. They do not simply set out to make a pile of
money. They are completely absorbed in their work. Being a
workaholic 1s perfectly healthy provided you are working hard at
something you love doing. Focus and concentrate on your area of
excellence.

Self-belief. They believe that they will be successful. They expect to be
successful. Even when bankrupt, they still believe that one day they
will be successful.

(3) Resolution to pay the price. Entrepreneurs understand the price that

“)
©)

must be paid to achieve their goals, and they resolve to pay the
necessary price.

Acceptance of responsibility. Successful entrepreneurs are found to
accept responsibility for themselves, and not to blame others.

Commitment to success. Successful entrepreneurs have a 100 per cent
commitment to becoming successful. They focus and concentrate on
their area of excellence.

(6) Judgement. They are not necessarily clever with words, arithmetic,

@)

)

©)

music. art, or mechanics. However, they have developed social skills
intelligence and judgement. We often remind students on MBA
programmes that they are on the course to learn judgement.

The helicopter view. Entrepreneurs can see the big picture, anticipate
trends. They have foresight in that they always look to the future,
understanding that the rest of our business lives will be spent in the
future.

Leadership skills. They set goals, have high expectations of themselves
and others, and listen carefully. They have the ability to draw
extraordinary performance from ordinary people.

Excellence in selling. Entrepreneurs generally are excellent at selling.
They focus on benefits to the customer, satisfying customer desires,
allaying customer fears. They make excellent presentations, and show
the product or service in its best light.
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(10) Excellent communications. Successful entrepreneurs tend to be Give
excellent in private discussion, conducting meetings, giving leadership
presentations and submitting reports.

(11) Managing time effectively. They develop the ability to focus on the 20
per cent that brings in the 80 per cent of success, and delegate the 80
per cent to others.

(12) Persistence. Successful entrepreneurs persist. They understand that it
usually takes 20 years to make the first £1 million. They are prepared
to go the extra mile, and do that little bit extra for which they do not
get paid.

Set clear goals. Be a high expectations person and listen to others. Communicate
well, build a winming team and you will give meaning and purpose to the work
of others, you will inspire and motivate. You will draw extraordinary
performance from ordinary people.
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8. Understand the financial
implications

If we strive to achieve the mission by implementing a winning strategy, then
there is the possibility the business might make a profit. Profit is the result.
Managers need to understand that sales value less the cost of sales equals gross
profit or gross margin. Gross profit less overheads equals net profit. Net profit is
victory. Just about everything you do in business has an effect on sales, costs and
net profit.

1. Net profit

Profit is an improvement in the human condition. Customers buy products and
services because they prefer the benefit received to the money sacrificed. The
business person makes a profit by providing goods and services to customers
which are worth more to the customer than the cost of providing the benefit.
Business people make profits by concentrating all their resources on hitting
their market segment with their competitive advantage in their areas of
excellence. Profit is net income. Profit is the amount a person can consume
during the year and still be as well off at the end of the year as at the beginning
of the year. Profit is an increase in wealth. This is all very well but for our
present purposes we must emphasize that in business, accountants define and
measure profit as follows:

Net profit = invoiced sales less invoiced cost of sales, wages, overheads and
depreciation.

Profit is based on invoices, not cash. If a car dealer buys a car for £2,000 on
credit and sells it for £3,000 on credit, then the profit is £1,000, 1.e. invoiced sales
of £3,000 less invoiced cost of sales, £2,000, gives a gross profit of £1,000. No
cash has changed hands but the gross profit is £1,000. The dealer then deducts
expenses or overheads. These are the cost of rent, telephone, printing and
stationery, accounting fees, depreciation of office equipment, etc. These amount
to £600. The net profit in business is gross profit of £1,000 less the overheads
or expenses of £600 equals £400 net profit. In measuring profit we do not take
into account whether invoices for sales, cost of sales, and overheads have
actually been paid. Profit is based on invoices. Depreciation is charged as an
expense against profit although it does not involve an annual cash payment. We
pay in cash when we purchase office equipment, plant and equipment, etc. The
cost is then written off against profits over the estimated useful life of the asset.

2. Gross profit

Gross profit or gross margin is the profit made on a sale, 1.e. the difference
between an invoiced sale and the invoiced cost of that sale. Gross margin is
critical in business. Making sales is extremely hard work and in itself does not
make the business successful, not unless sales yield gross profit. We need gross
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margin to make a contribution towards overheads and net profit. We are  Understand the

eternally grateful to the senior manager of a major British car producer who, on financial
a management development programme, gave us the immortal quotation: “we implications
lose money on every item we sell, but we make it up on the volume”. Needless to P

say, the business subsequently crashed.

3. Overheads 633

Overheads are those expenses which cannot be directly charged against a
product, division or an invoiced sale. Overheads would normally include office
salaries, rent and accommodation costs, printing and stationery, telephone
costs, depreciation, head-office costs, personnel costs, general advertising and
promotion costs, accounting department costs, etc. Overhead drift is a major
cause of business failure. Overheads always drift upwards. If the overheads are
greater than the gross profit, then the firm does not make a net profit. We
encourage managers to think in terms of zero-based budgeting. Start every
planning session with a base of zero for overheads. Everything above zero must
be justified. Do not begin your financial planning with the assumption that
overheads must increase by 10 per cent, 15 per cent or 20 per cent each year.
With a view to reducing overheads, keep asking the question: “knowing what
we know now, would we incur such and such a cost?” Eliminate those costs
which cannot be justified in terms of increasing sales, gross margin and net
profit.

4. Cash flow

We have already noted that profit flows are based on invoices. Cash flow is not
based on invoices. Cash flow is real money coming in, less real money going out.
Everybody with a purse or a trouser pocket understands cash flow, until they
discuss cash flow with their accountants. We advise business people not to
discuss cash flow with accountants. Remember that cash flow is money in less
money out, and that you do understand it. If you compare the amount of cash in
the business at the beginning of the year with the amount of cash in the
business at the end of the year, then the difference is the total cash flow of the
business for the year. Total inflows less total outflows equals the change in the
cash and bank balances for the year. The total cash flow of the business can be
broken down into operational cash flows and non-operational cash flows. Non-
operational cash flows include loans made and received, interest received and
paid, dividends, issue of shares for cash, directors’ loans, introduction of cash
by the partners, etc. Operational cash flows are the cash flows which arise from
the running of the business. The operational cash flow plus the non-operational
cash flow equals the total cash flow for the year. Profit is extremely difficult to
measure. We have already defined net profit as invoiced sales less invoiced cost
of sales, wages, overheads and depreciation. How should we depreciate motor
vehicles, plant and equipment, computers? Should we write them off over two
years, five years or ten years? Our decision will affect the reported net profit, but
it will have no effect on cash flow. Should we write off research and development
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over two years, five years or ten years? Qur decision will affect the net profit, but
will have no effect on cash flow. Should we make a general provision for bad
debts? This again would affect the net profit, but have no effect on cash flow.
How should we value closing stock? This again will affect the net profit, but it
will not affect the cash balance. Several accountants preparing the accounts for
the same business would arrive at several different measurements of net profit.
They should all have the same measure of cash flow. Profit is an opinion, but
cash flow is factual. There are many other reasons why profit flow and cash
flow will be different. Invoiced sales appear in the profit and loss account, but
only cash received from customers will affect cash flow. Invoiced costs appear in
the profit and loss account, but only cash payments to suppliers will affect cash
flow. Capital expenditure affects cash flow when we acquire fixed assets, or sell
fixed assets. This capital expenditure has no effect on reported profits until we
write off these assets in the profit and loss account under the heading
“depreciation”. At the end of an accounting period the amount of invoices
outstanding or debtors will be included in sales, although the cash balance will
not be affected until our debtors pay us in cash. At the end of each accounting
period the amount of creditors for supplies will be charged in the profit and loss
account as an expense, although cash flow is not affected until we actually pay
our creditors. During a trading period we may burn up a tremendous amount of
cash building up stocks. This will affect the cash balance but the net profit will
not be affected until we write off our stock as a cost of sale. As already
discussed, depreciation is charged as an expense against profits, but has no
effect on cash flow. Cash flow 1s affected when we purchase capital items.
Successful cash flow management is critical to the success of your business.
The day you find that you cannot pay your suppliers roughly corresponds to
the day on which your suppliers refuse to give extra trade credit. The day you
stop paying the wages of employees roughly corresponds to the day employees
stop working for you. The day your bank manager realizes that you will never
be able to repay loans and overdrafts roughly corresponds to the day on which
your bank manager calls in your loans and overdrafts. Do not run out of cash!
Conserve cash, conserve cash, conserve cash! Chase your debtors for cash,
negotiate longer credit periods with your suppliers, cut back on production, sell
assets, borrow, put more of your own cash into the business, issue additional
shares for cash, sell your car for cash and acquire another one on hire purchase,
acquire another business which has substantial cash balances ... but never run
out of cash!

5. Profit and loss account

We have now introduced some of the key numbers in accounting and finance —
sales, gross profit, overhead and net profit. Invoiced sales less invoiced cost of
sales equals gross profit. Gross profit less overhead equals net profit (victory).
These numbers appear, usually annually, in your firm’s profit and loss account,
a statement designed to show that sales less total costs equals net profit (see
Table II).
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6. Balance sheet

A balance sheet is a list of all the “things” a firm owns, and a note where the
funds came from to finance those assets. The “things” a firm owns are called
assets. They appear on one side of the balance sheet under the heading
“Investments” or “employment of capital”. Fixed assets are for permanent use
in the business, i.e. property, plant and equipment, motor vehicles, office
equipment. Fixed assets may also include brand names, investments in
assoclated companies, and goodwill. Goodwill is the amount paid for an asset,
such as another company, over and above the book value of the net assets of that
company. Current assets include stock, debtors and cash at bank. These assets
are sometimes called the circulating assets or working assets. Cash at bank and
debtors are the “liquid” assets. Cash is used to produce or purchase stock, stock
is sold to customers who become our debtors, and debtors eventually pay us in
cash. This is the working capital cycle. Fixed assets plus current assets equal
total assets, or total investment (see Table III).

Invoiced sales 180,000
Less cost of sales 144,000
Gross profit 36,000
Less overheads 28,600
Net profit 7.400

Understand the
financial
implications
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Table II.
Profit and loss account

The other side of the balance sheet is simply a list of the sources of capital, a
note of the sources of funds to acquire all the assets. Businesses are financed
with equity, loans and the use of trade credit. “Creditors” represents the amount
of invoices unpaid for stock, telephone, stationery, etc. Loans are from various
lenders, usually banks. The equity is made up of share capital and “reserves”.

Sources of capital® Investments (employment of capital)®
Share capital 100,000 Fixed assets 103,520
“Reserves” 54,900
Shareholders’ funds/

equity 154,900
Current liabilities: Current assets:
Creditors 23,000 Cash at bank -
Bank overdraft (loan) 10,620 Stock 40,000

Debtors 45,000

Total capital = 188,520 Total investment = 188,520
Notes:

aA note of the sources of capital
bA list of assets owned by the company

Table III.
Balance sheet
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The share capital represents the amount of cash paid into the business by
shareholders for their shares. The amount “reserves” is often referred to as the
balance on profit and loss account, retained earnings or the ploughed-back
profits. If the firm makes a profit, then dividends and tax payments may be
charged against profit, any surplus increasing the “reserves” of the company.
Many people assume that there is cash in a financial reserve. Unfortunately, this
is not true. There is no cash in “reserves”. This figure is a note that the company
has a positive balance for retained earnings. There is no money in share capital,
reserves, creditors, loans or overdrafts. These are notes of where the funds came
from to acquire the assets. If we wish to know how much cash a company has,
then we must look under the heading “cash and bank balances” on the
investment side of the balance sheet. This company has no cash. It has a
negative cash balance called a bank overdraft on the other side of the balance
sheet. The balance sheet balances. Total capital equals total investment.

The balance sheet must always balance because all the assets of the business
must be financed using somebody’s capital. There are no free fixed or current
assets. If the company uses cash to purchase stock, then the cash balance
decreases and the amount of stock increases. When the company sells stock at
a profit, then stock decreases, and debtors increase by an amount greater than
the stock. The balance is the profit on the deal which is added to reserves on the
other side of the balance sheet, thereby making the balance sheet balance once
again. When we acquire fixed assets, cash reduces, fixed assets increase. When
we reduce the book value of the fixed assets by depreciation, then the book
value of the fixed assets in the balance sheet falls, and since depreciation is
charged as an expense against profits, then the amount “reserves” falls by the
same amount. When we pay our creditors, cash and creditors are reduced by the
same amount. If we borrow money, then loans and the cash balance are
increased by the same amount. If we issue new shares for cash, then cash
increases by the same amount as the share capital. If we make a bonus issue,
which does not involve any cash, then the share capital increases and reserves
are reduced. If we acquire another company which has net assets of £50,000, for
which we pay £60,000, then the cash balance falls by £60,000 with the assets
increasing by only £50,000. Clearly, the balance sheet would not balance. In
order to correct the situation we have to introduce the asset “goodwill” in the
sum of £10,000 on the assets side of the balance sheet. Finally, the balance sheet
is not a statement of value. Assets are generally recorded at cost less estimated
depreciation.

7. Gearing (leverage) ‘

Gearing is the use of low-cost debt. Many business people are tempted to rush
out and borrow funds to finance the business. Low-cost borrowings can be used
to gear up or lever up the returns to the owners of the business, i.e. the equity.
Borrowing money from the bank at 6 per cent and investing in projects which
are expected to yield over 20 per cent often appears to be a good idea. The
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problem/challenge is the risk. Interest on loans has to be repaid together with  Understand the
the loan. On the other hand, all businesses are risky. The outcome of business financial

implications

activity is extremely uncertain, returns are extremely volatile. The activity
which is expected to yield 20 per cent may yield 35 per cent, 15 per cent, 5 per
cent or perhaps even a negative return of 10 per cent or 20 per cent. If the cash
flows generated from the business investment are inadequate to make interest
and loan repayments, then the business could be in serious trouble. The
business could fail. Extensive borrowing often appears to be the cause of
business failure. In fact, the real cause of business failure is the collapse of the
firm's investment schedule which fails to generate adequate cash flow. So how
much should a firm borrow? One rule of thumb is that in low risk/low volatility
businesses such as the letting of property, firms can borrow up to 70 per cent of
permanent capital (loans plus equity), whereas in high risk/high volatility
businesses such as an engineering jobbing shop, managers should borrow up to
30 per cent of permanent capital. Interestingly, in the real world we find a wide
range of debt-equity ratios in the same industry. It appears that the key
determinant of gearing/leverage is the attitude of the person controlling the
business. We encourage business people to remember that firms with the
highest levels of borrowings are usually the first to go bust when there is an
economic downturn. Leverage is a two-edged sword. It can lever up returns to
shareholders, and it can hasten the death of your business. We also encourage
managers to examine carefully the terms attached to loan agreements. Pay
careful attention to those “restrictive covenants” which limit your freedom to
manage the business as you would wish.

637

8. Value added

A manager’s job is to get results. If we implement a winning strategy to achieve
the mission of enriching our customers’ lives in some way, then there is a chance
that we may make a profit. Net profit is usually regarded as the result. A
different measure of the firm’s result is given by value added. If we take our
invoiced sales and deduct the cost of bought-in materials and services, this tells
us the amount of value we have added to our bought-in materials and services
through our own efforts. What is the value we have added to our bought-in
materials and services? Value added equals sales less external costs (bought-in
materials and services). Alternatively, we can start at the bottom of our profit
and loss account by taking the figure for retained profits and adding back
dividends, tax payments, interest and lease payments, hire charges,
depreciation, wages and salaries. If we take our retained profits and then add
back appropriations of profit such as dividends and tax payments, and also add
back “internal” charges such as depreciation, wages and salaries, then this
figure also tells us the amount of value we have added during the accounting
period.
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9. Ratios
Consider the following:
Profit L Sales Profit

Sales Capital employed — Capital employed
Given a net profit of £100, sales £1,000 and capital employed £500, then:
100 1,000 _ 100
———x—— = —or
1,000 500 500
10% x 2 = 20%

The company earns 10 per cent on its sales (one measure of trading success),
turns over its capital employed twice (one measure of efficiency) and therefore
earns 20 per cent on its capital employed (one measure of firm performance).
Return on capital employed can be increased by either making more profit on
sales or turning over capital employed more times, i.e. using less capital (on one
side of the balance sheet) or another way of expressing it, for any given level of
sales using a lower level of investment in fixed and current assets (on the other
side of the balance sheet).

We can use our creativity to generate hundreds of business statistics. Here
are 21 statistics we expect could be of interest in your business:

(1) Gross profit on sales (%) = Gross profit
Sales
(2) Net profit on sales (%) = Net profit
Sales

Net profit for shareholders

(3) Earnings per share (EPS) (£) =
No. of shares

Sales

(4) Stock turnover (times) = .
Stock (preferably at selling prices)

How many times are we turning over our stock. Twice implies six
months’ stock on hand.

Sales

Debtors

How many times are we turning over debtors. Four times implies three
months’ credit.

(6) Debtors’ turnover (times) =

(6) Return on total assets

- , Net profit
(return on total capital) (%) = 3 Ll

Total assets (total capital)
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Retinivon et (261 Net profit for shareholders

Shareholders' funds (equity)

Value added

No. of employees

Value added per employee (£) =

Investment

Investment per employee (£) =
No. of employees

Sales

Sales per employee (£) =
No. of employees

Sales growth (%) = This year’s sales — last year’s sales
© 5 )

Last year’s sales

Growth in

i S TR This year’s gross profit — Last year’s gross profit

Last year’s gross profit

Growth in

T This year’s net profit — Last year’s net profit

Last year’s net profit

Long term debt

Balance sheet gearing (%) =
Long term debt + Equity

Income

! S Net profit before interest (fixed financial charges)
gearing (times)

Fixed financial charges (FFC)

Income

! . Operational cash flow before interest (FFC)
gearing (times)

Interest (FFC)

Percentage balance sheets: express all the fixed and current assets as
percentages of total assets (100 per cent). On the other side of the
balance sheet, express all sources of capital as a percentage of total
capital (100 per cent).

Understand the
financial
implications
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(18)

Percentage profit and loss accounts: express all expenses in the profit
and loss account as a percentage of sales (100 per cent).

Current assets

Current ratio (times) =
Current liabilities
Is the company in a position to pay its immediate creditors?

Acid test, quick ratio
liquidity ratio or

o h + de liqui
sl ratih (e = Cas debtors (liquid assets)

Current liabilities
Are the company’s liquid assets sufficient to cover immediate
creditors?

Market value relative
to balance sheet value

At Esti ket v f i
o bt () fie stimated market value of the equity

Balance sheet/book value of the equity

This is a measure of our estimated market value of the company
against the historic level of investment by shareholders.

Absolutely fascinating, but what do we do with these numbers?

(1) Trend analysis. If we plot these numbers over time, say over five years,
some indication will be given as to where we have been, together with
some possible indication as to the direction in which we are travelling.

(2) Inter-firm comparison (IFC). We can compare our performance with that
of other firms in the same industry. We can “benchmark” ourselves
against the best in the business.

(3) Actual performance versus target performance. At the end of each period
we can compare our actual performance with planned performance.

(4) Aid to forecasting. Once we have gone through the process of making our
decisions for next year, we can use financial ratios as an aid to
forecasting future profit and loss accounts, balance sheets, and cash flow
statements.

10. Profit planning (marginal costing)

In business some costs are volume-related in that they fluctuate with the level of
activity measured by either output or sales. These are called variable costs and
usually include expenses relating to the cost of sales such as material costs,
piece-work labour, power consumption, and commissions. Other costs are non-
volume related in that they do not generally fluctuate with small changes in
output or sales. These are called the fixed costs and generally include rent, office
salaries, the cost of running the personnel department, accounts department,
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security costs and building maintenance. When planning for profit we need to  Understand the
identify fixed and variable costs. If, in the first instance, we deduct the variable financial
costs from invoiced sales, this gives us a number called “contribution”. This is implicati

the contribution towards fixed costs and profit. Contribution less the fixed cost imprications
equals the net profit. Contribution is often very similar to gross profit, although

sometimes gross profit may be arrived at after deducting some fixed costs

included in cost of sales. Furthermore, overhead may not be exactly the same as 641
fixed costs, because some overheads can resemble variable costs. Nevertheless,
in many businesses contribution is very similar to gross profit, and overhead is
very similar to fixed costs.

Mrs Pettman buys snibbods for £20 and sells them at £25. Before selling
anything she has to meet fixed expenditures for typing, advertising, and
general office costs amounting to £95. In her first trading period she sells 20
snibbods. What is her profit? If unit sales double, what will be her profit? How
many snibbods must she sell for break-even (no profit or loss)? (See Table IV).

Now Sales double Break-even

Units 20 40 19

Sales 500 1,000 475

Less variable costs (80 per cent) 400 800 380

Contribution (20 per cent) 100 200 95

Fixed costs 95 95 95

Profit b 105 —

Notes:

Sales — Variable costs = Contribution Table IV.
Contribution — Fixed costs = Profit Profit planning

In the first trading period sales are 20 x £25 = £500, and variable costs are 20 x
£20 = £400. The contribution is £100. The contribution is 20 per cent of sales
value or alternatively the contribution is £5 per unit. This means that each unit
of sales gives a £5 contribution towards the fixed costs and profit. In the first
period the profit is £5. If sales double to 40 units, then the contribution doubles
to £200. The fixed costs remain the same at £95 and the profit is therefore £105.
Doubling the sales does not double the profits, given that we have some fixed
costs. In fact, doubling the unit sales increases profit 21 times from £5 to £105.
For break-even, we need a contribution of £95 to cover the fixed costs. At £5 per
unit we need to sell 19 units for break-even. Once we have some idea of our fixed
and variable costs, this allows us to plan for profit. For any profit target we
know how many units we must sell. Given the number of units to be sold at £25
we can estimate the net profit.
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Journal of 11. Product profitability analysis
Management Many businesses prpduce/se_:ll more than one product. Mar}y bus@nesses have
Development several operating units, C0n51der1ng the Dobbman Organization which has three
168 products, A, B gmd C or ghree operating units, A, B and C. Sales are known for each
) product or division. Variable costs such as materials and wages are also known.
Head office costs amount to £100. In the first instance these costs are charged
642 against each product or division as a proportion of wages. This is called absorption
or total costing, all the fixed costs being charged on some basis against individual
products or operating units. After allocating the fixed costs as a percentage of
wages, product A shows a profit of £30, B £25 and Ca loss of £5. If we were to jump
to hasty conclusions, we may consider terminating product or operating division C.
In fact, product or operating division C makes a positive contribution towards the
fixed costs and profit. The variable costs associated with C are £75 for materials
and £15 for wages, a total of £90 for variable costs. When these are deducted from
the sales of £100 we arrive at a positive contribution of £10. If we terminate C, then
we lose a contribution of £10 and the profit for the Dobbman organization will fall
from £50 to £40. We are assuming that we lose sales of £100 and save variable costs
of £90, and that production cannot be moved to A or B. Rather than allocating fixed
costs as a percentage of wages, we could allocate these costs on the basis of
materials, materials plus wages, sales, contribution, headcount, or even floorspace.
If we base our decisions on absorption costing, then these different methods of
allocating fixed costs could lead to different decisions (see Table V).

Sales 50( 200

Materials 250 100
Wages 10( 35
Fixed costs
(100 per cent of wages) ! 39
Table V. < Al b2
The Dobbman Total costs ; 170
Organization Profit (loss) : 30

We suggest that managers use marginal costing rather than total or absorption
costing. If we deduct the variable costs from the sales income then we arrive at a
contribution of £65 for A, £75 for B and £10 for C. Product or division A makes a
contribution of 32.5 per cent, B 37.5 per cent and C 10 per cent. If these are three
similar operating units, then we prefer to allocate a £1,000 contract to operating
unit B, as this appears to promise a contribution of £375, compared to £325 for A,
and only £100 for B. If A, B and C are three different products then we can use the
contribution we have calculated to estimate the contribution per machine hour, the
contribution per hour of labour, the contribution per £100 of materials used, etc.
Given that the fixed costs are fixed at £100, then we wish to maximize the
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contribution being made by A, B and C towards the fixed costs and profit. In short, Understand the
our aim is to maximize contribution, and we can use our knowledge of fixed and financial
variable costs as an aid to maximizing contribution. This kind of analysis is implicati
sometimes called marginal costing, sometimes incremental analysis, sometimes implications
break-even analysis, and sometimes variable costing. We simply refer to it as “profit

planning” (see Table VI).

643
[otal A B G
Sales 300 200 200 100
Materials 250 100 73 75
Wages 100 35 50 15
Variable costs 350 135 125 90
Contribution 150 65 75 10
(30% (32.5%) (37.5%) (10% Table VI.
Fixed cost 100 Profit planning through
Profit 50 break-even analysis

12. The business plan

The business plan is a major exercise in demonstrating your managerial
competence. A plan is a list of activities, a “to do” list. The business plan identifies
everything which must be done to achieve the mission at a profit. [t identifies with
clarity the names of all the people who will carry out each part of the action plan.
The business plan starts with the mission statement along the lines “to enrich the
lives of our customers by ...”. The plan includes a complete industry analysis,
identifving all the benefits of the product or service, and all its potential
competition. The part of the plan identifying the business strategy can be
summarized under the headings specialization, differentiation, segmentation and
concentration. Our specialization is our area of excellence, our core business. It
describes our history and identifies our areas of expertise. Our differentiation is
our competitive advantage, the way in which we are better, cheaper, faster and
nicer than the competition. This section identifies with crystal clarity the reasons
why customers will buy the benefit from us. We should then be able to identify our
market segment or market niche, those people who care that we are better,
cheaper, faster or nicer. Finally, we identify the resources we will need to
concentrate hitting our market segment with our competitive advantage in our
area of excellence. We need people, creativity, an advertising plan, plant and
machinery, motor vehicles, finance etc. We shall need the co-operation of our
partners, other shareholders and directors, customers, suppliers, employees, the
bank manager, and even members of our own families. Eventually, we shall be
able to put together a sales plan. Our forecast level of sales will determine our
purchases, our need to manufacture, productive wages, etc. We shall need an

Reproduced with permission of the copyrightowner. Further reproduction prohibited without permissionya\ww.mar



Journal of
Management
Development
16,8

644

investment in working capital, i.e. an investment in raw materials, work in
progress, finished goods, debtors, and a minimum cash balance. We should be able
to finance this in part by the use of trade credit, but no doubt we may well have to
borrow, and raise equity. At this stage, we should now be able to compile our cash
flow forecast, one of the critical documents required in the business plan. We can
also forecast the profit and loss account for the first three months, six months and
for the first year. We should also be able to forecast the statement of financial
position, the balance sheet, at the end of the first trading period. These forecast
financial statements reflect our business plan, our list of activities. The business
plan must also include a list of the key players in the management team. This list
should include names, qualifications, previous experience, and a very precise
statement of the contribution each person will make to carrying out the action plan.
Finally, we always recommend that business people examine at least three
comprehensive business plans put together by their reference group, business
mentors, mastermind alliance, or even somebody recommended by the bank
manager.

13. Working capital

One of the major reasons for business failure is mismanagement of working
capital, mismanagement of cash, stocks, debtors, and creditors. You will need to
invest in raw materials, work in progress and finished goods. You will need to give
credit to your customers and take credit from suppliers. You will need to operate
within a cash constraint. Warehouses up and down the country are full of goods
people do not want to buy. Firms all over the country are desperately chasing
customers for cash, and are desperately trying to delay payment to creditors. We
must all plan for these items. Remember the first rule of thumb is that when you
go into business it is quite normal to find that you need three times the amount of
working capital you first thought you would need. The second rule of thumb is
that it normally takes three times as long to break-even as you initially thought. If
you expect to require to invest £10,000 in stock and debtors, plan for £30,000. If
you think it will take four months to arrive at break-even, plan for one year. Set
maximum amounts for the quantity of stock you will carry, give customers
crystal clear guidelines as to your credit terms, chase up late payments, take
credit from suppliers and explain your need to delay payments when necessary.
Conserve cash, conserve cash, conserve cash! Have a strategy for financial
emergencies. You should consider delayed payments to creditors, loan facilities,
additional equity, discounts to customers for immediate payment, sale of assets,
sale and leaseback of property, reduction of directors’ remuneration, delay tax
payments, auctioning of stock, temporary suspension of production. Carry out a
regular review of stock, prepare an aged list of debtors and creditors every month.
Establish relationships with suppliers which are lazy in collecting cash, use
different suppliers to gain extended trade credit. Beware of repeat orders where
payment for previous orders has not been made. Think carefully about very large
orders especially from new customers. Never do anything that could bankrupt the
business.
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14. Capital expenditure Understand the

financial
implications

Capital expenditure has to be justified in terms of the additional or incremental cash
inflows such expenditure will generate in the future. For example, a machine can be
bought for £80,000 which is expected to generate incremental cash inflows of
£10,000 per annum for the foreseeable future. If these cash flows are discounted
back to the present at 10 per cent, then the present value of these cash flows is as

follows: 645

Cash flow £10,000 = £100,000
10 per cent discount 0.1

The net present value of the investment is £100,000 — £80,000 = £20,000, and the
investment is theoretically worthwhile. If the same cash flows of £10,000 per
annum are discounted back to the present at 20 per cent, then these cash flows have
a present value of £50,000

Cash flow £10,000 = £50,000
20 per cent discount 0.2

The net present value of the project is £50,000 — £80,000 = (£30,000), and the
investment is not profitable in present value terms.

These discounting techniques are not popular with the vast majority of
managers who tend to make decisions on the basis of the effect on earnings per
share (EPS), effect on return on capital employed, additional profit generated, or the
payback period. In the above example the payback period is eight years. At £10,000
per annum it will take eight years for the project to recover its initial investment of
£80,000. Managers tend to look for payback periods within the range 2/%-5 years.

15. Maximizing the market value of the company

Economic and financial theory teaches that we should all strive to maximize the
market value of our businesses. It is argued that the maximum wellbeing is
achieved if individuals try to maximize market value. Furthermore, perhaps we
should try to maximize the value of the business so that one day we can sell the
enterprise and retire in comfort. You may well choose to do this. A brief glance
around the real world reveals that the vast majority of people in business are not
trying to maximize. We are all behaving in a manner consistent with our self-
concepts. We strive to achieve our self-concept level of income, self-concept level of
wealth, self-concept level of span of control. Almost everything that happens to us
is determined by our self-concepts, our bundles of beliefs about ourselves. You
cannot set goals for other people. What is your exit plan? Do you sell the business
after five, ten, 20 years? For how much do you sell? Is there a management buy-out?
Do you sell to your existing partners? Is the business taken over by your children?
Do you float the business on the stock market?

16. Good accounting records

One pathetic reason for business collapse is the failure of the proprietor to keep
satisfactory accounting records. In business it makes sense to keep lists of people
who owe you money (debtors), lists of people to whom you owe money (creditors),
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lists of wages and payments for materials, payments for stationery and telephone,
lists of assets acquired, and a running balance of cash at bank. These lists are called
accounts. Some businesses actually fail because businessmen and women do not
know who owes them money, what the cash balance is, or whether the company is
making profits or losses. Many companies experience severe aggravation and even
collapse from their experiences with VAT officers, PAYE inspectors, and the
taxman. It is essential that you keep good accounting records and detailed records
of contracts and agreements. Prepare profit and loss accounts and cash flow
summaries on a monthly basis. Project cash flows every month for the following
three months, six months and one year. Prepare statements of projected monthly
profits, together with the projected balance sheet at the end of each month. Prepare
these forecasts for one month, three months, six months and one year. If you hate
maintaining accounting records, maintaining adequate documentation and
preparing forecast financial statements, then either change your attitude or get
somebody involved who will carry out these tasks on your behalf.

17. The bank manager

You will probably need the co-operation of your bank manager. You may need an
overdraft, a business development loan, hire purchase finance, letters of credit for
overseas transactions, bankers drafts for immediate payment. It is important that
you deal with a manager who can grant you what you want. If your contact at the
bank has to keep referring your proposal to head office, then you are less likely to
get what you want. Be sure you know the limits placed on your bank manager. The
key to success with your bank is relationship banking. The bank wants to establish
a relationship with you, and you need to establish a relationship with your bank.
You must keep your contact well-informed. A comprehensive business plan is
essential for justification of your requests. Follow up every month with statements
of actual profit and actual cash flows, together with forecasts for the following
month, three months and 12 months. Your cash flow forecast is critical. Your bank
manager needs this to justify the granting of your loan or overdraft request. Trust
will be established between you and the bank as you meet the payment dates and
learn to adapt to difficult situations. You will find that every cash flow
problem/challenge imaginable arises in your business. Nobody ever said running a
business is easy. Your bank manager can be an invaluable ally in difficult situations.
Establish that relationship with the manager who can offer you what you want.

18. Growth

Organic growth

Rather than settle down into a comfort zone, many business people decide to go for
growth. This could mean more sales, greater market share, more employees, more
assets, a greater span of control. Organic growth arises when the business sells
more of its existing products to existing customers or new customers, or develops
more products for existing customers and new customers. Organic growth involves
increasing the customer base and/or the product range.
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Growth by acquisition Understand the
Growth by acquisition arises when we acquire shares in other companies, the financial

products/skills of other companies, the customer base, the productive assets. Such implicati
acquisitions can lead to greater sales, higher profit growth, higher net profit and mphications
more positive cash flows. It can make good economic sense to buy a larger customer
base, greater market share, better distribution channels, products which vou can
distribute through your existing distribution channels, savings in fixed costs, a 647
more effective salesforce, etc. There are, however, considerable risks associated with
buying other businesses. Frankly, we do not like conglomerates. If your area of
excellence is the pizza takeaway, why buy an oil delivery service, an advertising
agency, a hairdressing business, a hotel, travel agency, football club, newspaper or
airline? Where is the synergy? Where is the added value? If the pizza business is
worth £2 million and the oil delivery business is worth £2 million, how can we add
the two together to make £5 million? Some conglomerates have been justified on the
grounds that there is a saving in fixed costs in that all these businesses can be run
from one central office. Many conglomerates are now being broken up, each division
being left to operate on its own, in its own area of excellence. We strongly advise
business people to stick within their own area of excellence, i.e. “stick to the
knitting”. Of course, you may not care about the success of the business. One day
you may be so wealthy that you decide to own a newspaper, or a football club, just
for fun, for popularity, for influence. Running a football club may be entirely
consistent with vour self-concept, even though the business does not make any
money. We are here emphasizing that it is generally a mistake to buy into a business
about which you know very little. Many former executives have wasted their
redundancy pay buying into businesses about which they know very little. How can
you establish competitive advantage without the knowledge available to the
competition? Many people believe that throwing money at a business makes the
business work profitably. Think of all the businesses you know where vast
quantities of money have been “invested” in disastrous enterprises. To be successful
you must enter your area of excellence, establish competitive advantage, find your
market segment, and focus all your resources on your customer, selling your benefit
with your competitive advantage in your area of specialization. If you really do
insist on buying into a business about which you know absolutely nothing, then at
least buy into a business with three important characteristics. These are low
technology, barriers to entry, and gross overstaffing. You can probably learn to
understand a low-technology industry. Barriers to entry might include the presence
of skilled labour or access to a scarce material. Finally, one of the important reasons
for business failure is that existing managers do not wish to reduce staffing levels.
It may be possible to turn the business around simply by reducing fixed costs.
Most acquisitions are not commercial successes. It is very common for too much
money to be paid for an acquisition. Always look for the fatal flaw when
considering a business acquisition. There is a reason for everything, and there is
most definitely always a reason why somebody wants to sell a business. You will
always be told that the present owner is making so much money doing something
else, that he or she does not have time to devote to the business. This probably
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Journal of means that the business is losing so much money it is dragging all the other

Management businesses into liquidation. You may be told that the present owner has made so
Development much money running the business that he or she now feels it is time to hand over to
16.8 somebody else. Remember the general rule that it is unusual for anybody to sell a

successful business. Is a management buy-out in prospect? Once you have made the

decision to buy, then as a general rule do not buy shares. Buy the customer base, the
648 order book, the salesforce, the plant, the patents, the distribution channel, the
assets, but not the shares. As a general rule, buy what you want, and leave the
present owners with the fixed costs, redundant fixed assets, the workforce, legal
battles, tax problems, VAT disputes, redundancy payments, etc. Always bear in
mind that in mergers and acquisitions, the sellers are usually the winners, and the
buyers are usually the losers.

19. Company valuation

The value of a company is not available from the balance sheet. The real value of a
company depends on its ability to generate positive cash flows either from
successful trading or from the disposal of its assets. At some stage you may wish to
value your own business for disposal, or value somebody else’s business for
acquisition. Here are seven techniques you can use to try and establish the market
value of a business where that business does not have a stock market quotation.

Present value analysis

In economic and financial theory we teach that the value of a company is the
present value of its cash flows. Using this method, we forecast the company’s
operational cash flows into the future, and then discount them back to the present
at a discount rate which reflects the volatility or riskiness of those cash flows. For
example, £100,000 worth of annual cash flows forever discounted back to the
present at 10 per cent gives a present value of £1 million. Using a higher discount
rate, £100,000 per annum forever discounted back to the present at 20 per cent gives
a present value of £500,000. Although this method is appealing from a theoretical
point of view, we all have great difficulty forecasting cash flows and estimating an
appropriate discount rate.

Balance sheet values

One very practical approach is to examine the assets and liabilities (sources of
finance) in the balance sheet. We can estimate the market value of the fixed and
current assets, but then need to estimate a value for goodwill, or possibly for brand
values. After deducting the loans, bank overdraft and creditors, this gives us the
value of the business as far as the shareholders are concerned. This method is fairly
practical, but the major dispute tends to arise over the value of goodwill.

Liguidation value

We can sometimes argue that the value of goodwill is more or less zero, when the
business is not profitable. Under these circumstances we can value the assets,
deduct the liabilities, and arrive at the market value of the equity.
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Payback period Understand the
financial
implications

Over many years, simple rules of thumb have been established in many industries
whereby the value of the business is deemed to be three years’ profits, five years’
profits, etc. If the business is expected to generate £100,000 per annum, in an
industry where the accepted payback period is five years, then that business would
be valued at £500,000. In recent years, an interesting variation has arisen in that
some businesses are selling on a multiple of turnover. A business with a turnover of 649
£1 million per annum could be valued at £2 million, £3 million, or even £5 million,
depending on the multiple accepted in that industry.

The price/earnings vatio

The price/earnings ratio method is similar to the payback method. If we wish to
value a publishing business, then we can look at the price-earnings ratios for
companies with a stock market quotation. We may find that in the publishing
business price-earnings ratios are in the range eight to 12. The price-earnings ratio
is the price per share divided by the earnings per share. If the price per share is 100p
and the earnings per share 10p, then it appears that the stockmarket is multiplying
the earnings per share by ten to arrive at a price per share of 100p. Of course, stock
markets do not multiply last year’s earnings to arrive at a share price. In fact, we
believe that the market discounts future cash flows. However, we can slot an
unquoted publishing company into its industry group and estimate that if the
unquoted company was in fact quoted on the stock market then we can expect that
company to have a price-earnings ratio in the range eight to 12. If the publishing
company is earning £1 million per annum, then we can estimate that its market
value is somewhere between £8 million and £12 million pounds. As with all these
techniques, the final price is a matter for negotiation.

Dividend yield

Many companies coming to stock market for quotation appear to be valued on a
dividend yield basis. For example, if the expected dividend yield is 5 per cent, then
a company offering a dividend of £1 million per annum would be valued at £20
million.

The market value-book value ratio

An interesting development in recent years has been the use of the market value-
book value ratio. Once again, when we wish to value an unquoted company, we can
look at companies in the same industry which are quoted on the stock market. For
these quoted companies, we can calculate the ratio of the market value of the equity
to the balance sheet/book value of the equity. We may find that in a particular
industry the market value is, on average, about twice the book value of the equity. If
the unquoted company we are attempting to value has balance sheet equity
amounting to £3 million, then we can estimate its market value at £6 million.
Again, we are fully aware that stock markets discount future cash flows. Stock
markets do not multiply numbers in balance sheets to arrive at market values.
However, this technique does allow us to slot a company into its industry group,
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Journal of and all other things being equal, arrive at a reasonable estimate of the likely market
Management value. L

Development We recorqmend ﬁhat when you vglue a company for acquisition, you should make
16.8 two Calculatlons. First, how _mu«;h 18 the business worth as a stand-alone company,

’ given its own products, distribution channels, etc? Second, how much is the
business worth to us, given our distribution channels, our sales expertise? Can we
650 make substantial savings in fixed costs, etc? If the business is worth £3 million as
an independent company, but £6 million as an addition to our company, then we
should be able to negotiate a deal to the satisfaction of all concerned in the range £3
million-£6 million.

Remember, that companies usually pay too much for their acquisitions. It is not
the only deal. Do not be afraid to walk away. Opportunities are like buses. You do
not have to worry if you miss an opportunity because another one will come along
in about 30 minutes. If you believe that life is full of opportunities, then you will see
opportunities all around you.

20. Sole trader or limited company

We strongly advise people to trade as sole traders or partnerships, rather than form
a limited company, unless there is some reasonable possibility that the venture will
collapse with considerable amounts of creditors unlikely to receive payment. There
are three major advantages to trading in your own name.

(1) Your drawings are not taxable at all. You are not subject to PAYE. You can
draw as much money out of the business as you wish, providing the bank
account can stand it, and all such withdrawals are completely tax free — even
if you draw out £1 million. Business people have great difficulty in
understanding this. Remember, you are taxed on your profits, not your cash
withdrawals. The cash you take out of the business for your own use is not
allowed as a tax deduction. You are taxed on your profits before charging
vour withdrawals. This can be important in the early stages of the business
when you may not wish to hand over the cash to the tax man under PAYE,
as you most certainly would have to do if you traded as a limited company.
All directors and other employees must pay PAYE and contributions to the
Department of Social Security on any remuneration. Your business may not
make any taxable profits in the first year, but if you are a director or other
employee of the limited company, then you must suffer PAYE, etc. These tax
payments would not be payable by a sole trader or partner.

(2) For the sole trader or partner, there is no clawback on the company car. The
taxman may not allow 100 per cent of your motor expenses as a tax
deduction, if you are a sole trader, but this is negotiable, and in many
proprietorships and partnerships, motor expenses are allowed 100 per cent
as a deduction against profits.

(3) Asa sole trader, your accounts are sent only to the Inland Revenue. They are
not available for public inspection All limited companies must submit
accounts to Companies House, where they are available to the general public.

Reproduced with permission of the copyrightowner. Further reproduction prohibited without permissionya\ww.mar



For only a few pounds, registration agents will send copies of your accounts  Understand the
to your suppliers, competitors, customers, employees and neighbours. financial
Against all this the limited company does offer limited liability, 1.e. if the implicati
company goes into liquidation with considerable debts then, as a impheations
shareholder, you cannot be called on to supply additional funds, other than

the amount you have agreed to pay for your shares. In a risky venture, this

is important. As far as the bank is concerned, bank managers will generally 651
ask you to provide personal guarantees for overdrafts and loans. The bank
manager will not let you hide behind the “veil of incorporation”. Other
creditors may well lose their money, but do not think you can form a limited
company, run up vast quantities of debts, and then simply walk away. The
Department of Trade and Industry brings actions against people who run
companies with the intention of defrauding creditors, and those who behave
recklessly.

21. Forecasting financial statements (a comprehensive example for

you to explore)

The balance sheet of Allerton Traders Ltd at 30 June was as shown in Table VII.
It is presented in vertical form, i.e. the current liabilities are deducted from

the current assets, rather than being shown as an addition to the other sources

of funds — share capital, general reserve and balance on profit and loss account.

Employment of funds

Fixed assets:
Freehold premises (cost) 28,000
Plant and equipment (cost) 60,000
Less depreciation 20,000 40,000
3,000
Research and development 10,000
Trade investment (cost) 18,000
Current assets:
Stock on hand 44,000
Debtors 63,000
107,000
Less current liabilities:
Creditors 22,000
Bank overdraft 25,000
47,000
Net current assets 60,000
156,000
Sources of funds
Issued share capital 100,000
General reserve 35,000
Balance on profit and Table VII.
loss account 21,000 Allerton Traders Ltd:
156,000 example
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Journal of From the following information prepare the cash forecast, forecast profit and

Management loss account for the six months ended 31 December, forecast balance sheet as at
Development 31 December, and a cash generation statement for the six months showing
16.8 operational cash flows, non-operational cash flows and total cash flow.
' (1) Research and development is written off at the rate of £100 per month.
652 (2) Depreciation of plant and machinery calculated at 1 per cent per month
on cost.

(3) The capital expenditure budget provides for payments for plant costing
£4,000 in July and £8,000 in November (increase depreciation month
after purchase).

(4) Advertising budget — £120 per month.

(5) Creditors at 30 June are for purchases.

(6) Debtors at 30 June, May sales £27,500, June sales £35,500.
(

7) Credit periods are expected to be the same in the second half of the year,
i.e. one month for suppliers, two months for customers.

(8) Sales are forecast at £180,000 for the six months. August and September
sales will be twice those in other months.

(9) Fixed costs — £900 per month.
(10) Additional variable costs — 10 per cent of monthly turnover.
(11) Gross profit on turnover is budgeted at 20 per cent.
(12) Closing stocks of purchases at cost are budgeted to be:
31 Jul: £50,000; 31 Aug: £30,000; 30 Sep: £15,000
31 Oct; £25,000; 30 Nov: £35,000; 31 Dec: £40,000

(13) The annual dividend of 10 per cent on paid-up share capital is payable
on 31 December.

(14) Income from trade investments is expected to amount to £1,500
receivable on 31 December.

(15) At 31 December, General Reserve to be increased from £35,000 to
£40,000.

(16) No expenditure on research and development is anticipated.

(The answers are given in Tables VIII-XII) :

Never do anything that could bankrupt the business. This sounds so
obvious, and vet every year tens of thousands of businesses go bust because
somebody did something, or failed to do something, which led to corporate
collapse.

Abmost everything we do in business has some effect on sales, costs, profits,
the level of investment, the gearing, solvency, growth, survival or collapse.

Be sure you understand the financial implications of your actions.
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Understand the

Sales? 180,000 . !
Less cost of sales: ] financial
Opening stock 1 July? 44,000 implications
Purchases? 140,000
184,000
Less closing stock 31 December? 40,000
Cost of sales? 144,000 655
Gross profit on trading? 36,000
Less:
Additional variable costsP 18,000
Fixed costsP 5,400
Research and development® 600
Advertising® 720
Depreciation® 3.880
28,600
Net profit on trading 7,400
Add income from trade investments 1,500
Net profit available for shareholdersd 8,900
Less dividend (paid 31 December) 10,000
Transfer to general reserve® 5,000
15,000
Increase in balance on profit
and loss account (reduction) (6,100)
Profit and loss account
balance brought forward 21,000
14,900
Notes:

aThese entries are reproduced from the monthly trading accounts summary.

b Additional variable costs, fixed costs and advertising are taken direct from the cash
summary since there are no outstanding invoices.

¢ Research and development and depreciation are non-cash items but they are part of the cost
of producing and selling goods to consumers.

d The net profit for shareholders is £8,900 against which a £10,000 dividend paid in cash is
charged. Dividends paid in cash must not exceed the level of reported profit but we can pay
the £10,000 dividend because we have £21,000 of retained earnings from previous years
against which no dividend has been charged in previous years.

€ The transfer to general reserve is inconsequential Every £1 transferred to general reserve is
£1 less balance on profit and loss account. No cash is involved. There is no money in a
financial reserve. Such amounts represent accounting profits against which no dividend has

been charged. These amounts show the extent to which the firm’s fixed and current assets Table X
have been financed from retained earnings. Allertor Teiders Lid
The profit and loss account is based on invoices. Invoiced sales less invoiced cost of sales profit and loss account
and depreciation gives the profit which is then allocated to either general reserve or balance for six months to
on profit and loss account and against which dividends (paid in cash) are charged. 31 December
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Table XI.

Allerton Traders Ltd:
balance sheet as at
31 December

December June
Sources of funds
Issued share capital 100,000 1000,000
General reserve 40,000 35,000
Balance on profit and loss account 14,900 21,000
154,900 156,000
Employment of funds
Fixed assets:
Freehold premises (cost) 28,000 28,000
Plant and equipment (cost)? 72,000 60,000
Less depreciation 23,880 48,120 20,000 40,000
76,120 68,000
Research and development® 9,400 10,000
Trade investments 18,000 18,000
Current assets:
Stock on hand 40,000 44,000
Debtors® 45,000 63,000
85,000 107,000
Less
Current liabilities
Creditorsd 23,000 22,000
Bank overdraft® 10,620 25,000
33.620 47,000
Net current assets 51,380 60,000
154,900 156,000
Notes:

2 Plant and equipment are shown at accumulated historic cost less accumulated
depreciation

b Research and development represents the amount of capitalized (put in the balance
sheet) expenditure not yet written off to profit and loss account

¢ Debtors are the November and December invoiced sales

d Creditors are the December purchases

€ The bank overdraft is extracted from the cash flow forecast

The balance sheet is a snapshot of the company’s assets and sources of finance at one
particular moment. The balance sheet does not show the value of the business, this being
based on the company’s ability to generate cash. For example:

« a successful hairdressing business may have a high market value because it
generates excellent cash flows, although there may be very little in the way of
balance sheet assets;

« an engineering company which makes trading losses can have a very low market
value, but vast quantities of assets in the balance sheet.

“Funds” is a much misunderstood word in finance. It means cash or cash equivalent. An
increase in trade credit is a source,of funds, although it is not a source of actual cash.
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Understand the

Funds from Working Fixed . .
Total operations capital asset . financial
_ implications
Funds from operations 13,380 13,380
Stock reduction 4,000 4,000
Reduction in debtors 18,000 18,000
Increase in creditors 1,000 1,000 657
Purchase of plant 12,000 12,000
Operational cash flow 24,380 13,380 23,000 (12,000)
Non-operational cash flows:
Dividend 10,000
Total cash flow 14,380
Opening cash (25,000)
Closing cash (10,620)
Retained earnings for period (6,100)
General reserve (self-generated) 5,000
Dividend (self-generated) 10,000
Depreciation (non-cash) 3,880
R&D (non-cash) 600
£13,380
Notes:
This cash generation statement is based on balance sheet changes. Since the balance sheet
balances at the beginning of the period and at the end of a period, then the differences from one
period to another should cancel out to give the sources of funds during the period and the
destinations or applications of those funds
To the closing figure at the bottom of this year’s profit and loss account we add back non-cash
items such as depreciation and the research and development charge. We also add back
appropriations of profit such as the dividend and transfer to general reserve to give the funds
generated from successful trading. The amount of £13,380 represents funds generated from
operations
Additional sources of funds include reduction in stock and debtors, and an increase in trade
e Table XII.
Applications of funds include the payment of dividends, purchase of plant and equipment, and Cash generation
a reduction in the overdraft. The overdraft reduction is an increase in the stock of cash from statement for the nine
negative £25,000 to negative £10,620 months July-December
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Journalof 9. Manage your time well

Development Life is time. The meaning of life is to enrich the lives of others. The way you
16,8 manage your time is the way in which you manage your life. In fact, time cannot

be managed. However, you can manage the activities in your life. The actions you
658 take determine your results.

1. Set goals

The first step in time management is to set career goals, personal goals, and
goals for your self-development. In essence, time management refers to the
process by which we control the sequence of events which leads to the
achievement of our goals. We need to use the law of control. Take control of your
thoughts, control of your life, your time. You need to take control of your own
mind, your thoughts, your feelings, your knowledge, your experiences, your
attitude. Fortunately, nature gave you complete control over your own mind.
Isn't nature wonderful? Be careful how you use your time for time is the stuff of
which life is made. Be honest with yourself. We all waste our time. We all waste
our lives. To move forward in life we all have to change our habits. We have to
get rid of yesterday before we can move on to tomorrow. We have to get rid of
our negative emotions, self-limiting beliefs, negative attitudes, low
expectations, visualizing outcomes we do not want, making affirmations which
are inconsistent with what we want, and spending time with people whose
influence is inconsistent with achieving our goals, our priorities. Life is a full
time job. We cannot control time, but we can control our activities. We can
control the use to which we put our time. By setting goals you become a
different person from the person you used to be who did not set goals.

2. Believe that you manage your time well

The law of belief tells us that we always behave in a manner consistent with our
beliefs. Believe that you are excellent at time management. Believe that you are
well organized. Visualize yourself managing your time well. Imagine how well
you will feel if you manage your time well. Use the affirmation: “l am managing
my time well”. Get out of the habit of using time as an excuse. Everybody has
24 hours in the day. Yet we all say: “I didn't have time”. The simple fact is that
some people use their time to achieve their goals, while others do not. Why do
you not play the violin? Why do you not speak Russian? Why do you not earn
£50,000 per annum? Why have you not yet completed the washing up? Why are
you not running your own business? Why have you not completed that report?
Why have you not written that book? The answer to all these questions is as
follows: “because I did not set it as a goal, and I did not resolve to pay the
necessary price in advance”. In fact, you have had all the time in the world to go
to the football match, spend evenings in the public house, and watch over 20
hours each week of television.
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3. Set good time management as a goal Manage
Set worthy goals. Set goals which make you feel a valuable and worthwhile your time well
person. Your self-esteem rises where there is consistency between your

activities and your values, your worthy goals. Millions of people spend their

lives in jobs which are inconsistent with their values/worthy goals. Millions of

people find their jobs undemanding and unrewarding. Working hard at some

activity which is inconsistent with our values can lead to stress, anxiety, worry 659
and ill-health. Having established worthy goals, use desire, decision,
determination and discipline to become excellent at time management. You
must desire to become excellent at time management, make a decision to
become excellent at time management, determine to become excellent at time
management and be sufficiently disciplined to become excellent at time
management.

4. Be honest with yourself

Make yourself fully aware of your own desires, your own goals. Analyse your
starting point. Where are you now? How did you get here? What outcomes do
you desire in the future? Where do you want to be three months from now, three
years from now, 20 years from now? What are your strengths, weaknesses,
opportunities and threats? Visualize yourself being at your destination, having
achieved your goals. Use the law of reversibility to Jook backwards and identify
the steps you must take to achieve your goals. What are you doing at the present
time to achieve your goals? What are you doing right? What are you doing
wrong? Resolve to pay the necessary price to achieve your goals. Define your
goals with clarity. Write down the dates by which each goal must be achieved.
Identify the logical steps which must be taken to achieve your goals, and set
target dates for the accomplishment of each part of the journey. The
subconscious responds to clarity. Make each goal and each part of the journey
clear, measurable, with its own deadline. Identify all those activities which can
be delegated. You cannot do everything yourself. Distinguish between activities
and results. Most people focus on activities, high achievers focus on results. Be
sure to understand the difference between efficient and effective. Efficient
means doing things “right”, i.e. correctly. Effective means doing the right
things. Millions of people spend all their lives working very, very hard at
activities which do not vield the desired results. Millions of people spend all
their lives becoming extremely efficient in activities which are extremely
ineffective in achieving the desired result.

5. Set priorities

Set priorities using the 80/20 rule. In just about all businesses we find that about
80 per cent of the sales are achieved from 20 per cent of the customers, 80 per
cent of our stock is accounted for by 20 per cent of our products, 80 per cent of
road accidents involve 20 per cent of our drivers, etc. We also find that 20 per
cent of what we do accounts for 80 per cent of our results. Focus on the 20 per
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cent of what you do which yields 80 per cent of your results. Try not to focus on
the 80 per cent of what you do which yields only 20 per cent of the desired result.

On a daily, weekly, monthly basis we can organize our tasks as follows. A
tasks — must be done; B tasks — should be done; C tasks — could be done; D tasks
— delegate to somebody else; E tasks — eliminate, file in the waste paper basket.
Most managers admit that 80 per cent of their time is spent on tasks C, D and E.
Unfortunately, we all tend to spend only 20 per cent of our time on tasks A and
B which are the more important tasks. Make a decision to analyse your tasks,
and to spend 80 per cent of your time/life on A tasks and B tasks. Tasks can be
further classified as Al, A2, A3, etc.

6. Continue with your self-development

Wherever you are today is the result of your knowledge and attitude. If you
wish to be in a different place in the future, then you must continue to learn
more and continue to develop positive mental attitude. You have to learn more
to earn more. Review your personal, family and self-development goals every
day. Read something every day. Review your goals every day. Reflect on your
goals every day. Make a habit of using one hour each day for self-development.
Your programme of self-development should include reading books and
magazines, listening to educational tapes in the car, attending three/five courses
per annum, and spending time with your mastermind alliance. Spend time with
people from whom you can acquire knowledge and positive mental attitude.

7. Make lists

Don’t feel listless, make a list! Each weekend make a list of tasks to be
completed during the following week. Each night make a list of tasks to be
completed the following day. Each day make a list of three jobs which must be
completed on that day. All high achievers think on paper. Make lists, keep lists
in the in-tray until all tasks have been completed. Catch each creative moment
by making a note of the idea and dropping it in the in-tray. Alternatively, use a
Dictaphone to catch the moment.

8. Make plans

Make detailed plans for the business, your personal goals and your own self-
development. All successful people are planners. They think on paper. All
failure in business results from taking action without planning. Failing to plan
is planning to fail. A plan is a list of activities. Make lists of actions which must
be taken, and make a note of the person responsible for each action at each
stage of the plan. Make a habit of reviewing each stage of your plans every day.

9. Identify your most common time wasters

Managers attribute their time wasting to the following causes: telephone calls;
unexpected visitors; poor delegation; ineffective, prolonged, unnecessary
meetings; no clarity of objectives, planning; fire fighting, being reactive rather
than proactive; trying to juggle too many balls at the same time; too many
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pieqes of paper on the desk; inability to make decisions, delayed decisions; Manage
failing to say “no”; poor communications, unclear instructions; unclear your time well
responsibility/authority; unavailable, inaccurate information; poor self-
discipline; uncompleted jobs; incompetent staff; social “business”. Make the
necessary efforts to identify your own time-wasting activities.

10. Organize your workspace 661
Keep a clear desk. The only documents on your desk should relate to the task
you are completing at the moment. Do one job at a time to completion. Use a
Dictaphone, which usually involves only 20 per cent of the time it takes to write.

11. Be excellent at delegation

You simply cannot do everything yourself. Don’t insist on doing jobs which you
enjoy doing. Focus not on what you can do, but on what you can achieve. Focus
on desired results, not activities. Move from what you can do to what you can
achieve.

12. Take high risks with your time

You may not wish to take high risks with your money, but you can take high
risks with your time. You will have far more available time if you delegate, stop
watching television, stop propping up a bar, etc. You will have more time to
chase new business, to attend trade shows, to win that big order, to go on
courses, spend time with your mastermind alliance, listen to educational tapes,
focus on cost reduction exercises, make additional business contacts, focus on
effective advertising and promotion, focus on long-shots that can yield very
high financial rewards. One of the most rewarding things you can do is switch
your time from activities to high-risk investments with your time, knowledge
and positive mental attitude.

13. Take time to read

All leaders are readers. Collect important articles together in a file to read while
you are travelling, Carefully select the chapters you need to read in books. Read
these when travelling. There will almost invariably be more important tasks
requiring your attention during normal office hours.

14. Identify and focus on your key result areas

In any job or any business, it is your ability to focus on priorities which
determines your success. It is essential to focus on the important, not the urgent.
It is essential to focus on the vital few, rather than the trivial many. Learn to say
“no”. Avoid the fire-fighting reactive approach to management. Keep asking
those important questions: What is the most valuable use of my time at this
moment? Why am I on the payroll? What can [, and only I, do which will make
a big difference to the success of the business and to my own success? What are
my key result areas? In every job, in every industry, people need measurable
key result areas, the achievement of which raises their self-esteem and their
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perceived value to the business. In thinking about your own position, and when
delegating to others, remember the golden rule: what gets measured gets done!
We all have a strong tendency to do that which gets measured. We all have a
tendency not to do those tasks which are not measured. We all have a strong
tendency to do that for which we get rewarded. When employing other people,
try to ensure that people are rewarded for achievement in key result areas. Try
to avoid rewarding people for time. If you pay for time, then you tend to get
time. Try to reward people on the basis of results, not time. Most people prefer
to be rewarded on a time basis, and putting it bluntly, their time is worth
nothing.

15. Overcome procrastination

Procrastination is not the thief of time, it is the thief of life. Make a habit of being
proactive. Make it happen, take the initiative, do it now! It's a five minute job. Do
it now, and it will be completed in five minutes. Use deadlines. Make
appointments with the boss, bank manager, employees, suppliers, to discuss
your results. Break large tasks down into small achievable bits. This is called
salami slicing. Writing a 240-page book sounds like a big job. However, if it is
broken down into eight chapters of 30 pages each, and if each 30-page chapter
is broken down into six sections of five pages each, then suddenly the job does
not seem to be particularly big. Forty-eight sections of five pages each does not
feel as big a job as writing a 240-page book. Use affirmations to change your
attitude towards awful jobs, e.g. “I am really enjoying filling in my tax return, I
am thoroughly enjoying chasing late payers for money, I am very happy dealing
with customer complaints, I am really looking forward to negotiating a bigger
overdraft facility with the bank manager, I am really excited about giving my
next presentation”.

16. Organize effective meetings

Meetings are extremely expensive. If you work out the cost of all the salaries of
all the people at meetings, then you very quickly realize that meetings are a
substantial investment. Make sure that there is a purpose to the meeting, and
that a meeting is not held all Thursday afternoon because we always have
meetings on Thursday afternoons. Set time limits for meetings, including time
limits for each item on the agenda. Have you ever thought of stand up meetings?
They do not last as long as sit down meetings. Have you ever thought of
meetings without refreshments?

17. Control interruptions
Use a “do not disturb” sign to discourage interruptions. When uninvited guests
turn up, stand up to leave the office. Meet surprise visitors outside the office.
Use the expression “I've only got five minutes”. Make a habit of saying “no” to
those activities and invitations which do not lead to the desired result.

With reference to telephone calls, screen out the unimportant calls. Make a
habit of returning calls in batches. It is generally estimated that a 20 per cent
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improvement in managerial output is achieved by not answering the telephone. Manage
Experiment with a one-day free of telephone calls. This is generally associated your time well
with high achievement. Experiment with a one-day in the public library to
perform tasks/organize work you have been avoiding.

18. Develop blocks of time for specific tasks

From your own self-knowledge, you will know that at certain times of the day 663
you are more creative than at other times. You will also know that you perform
functional tasks more effectively at certain times of the day. For example, you
may set aside one hour in the early morning to be creative, one hour in mid-
morning to deal with telephone calls, one hour late morning for meetings, one
hour around lunchtime for dealing with correspondence, one hour travelling to
or from work to read, one hour after lunch “do not disturb” to review plans, etc.

19. Batch your tasks

We all know from experience that there is a learning curve for similar tasks. We
should all therefore develop the habit of batching our tasks. Dictate a dozen
letters in one batch, make half a dozen telephone calls, organize eight interviews
on the same day, etc. Batching is far more effective than switching from one task
to another.

20. Do one job at a time to completion

Which is better if you are a builder — to have 100 houses half completed, or 50
houses completed? Which is better — to have one report completed, or two
reports half completed? Both performances require the same amount of work.
However, whatever the production process, the next person can do nothing until
you finish your task. Do one job at a time to completion. Stay with the task to
completion. One of the characteristics of successful people is that they carry out
action plans to completion.

21. Memorize the following slogans

From the many slogans relating to time management, we have found the
following to be particularly useful. When faced with any time management
situation, we suggest that you could find the answer you are looking for in the
following statements. We always keep the following close to hand on a series of
cards:

(1) Enjoy every minute.

(2) Be careful how you use your time for time is the stuff of which life is
made.

(3) Learn what you need to know, be positive, and it will appear to others
that you have all the luck in the world.

(4) It’s a challenge.
(5) The more you do of what you do the more you get of what you've got.

Reproduced with permission of the copyright owner. Further reproduction prohibited without permissionyawaw.man:



Journal of
Management

Development
16,8

664

23)

(24)
(25)
(26)

27)
(28)

[ love uncertainty, I am thriving on chaos.

What one job can I do today that will make a real difference?

Success is a way of thinking.

We all tend to make the work fit the time, and pretend that we are busy.
Discipline weighs ounces, but regret weighs tons.

Is this the best use of my time right now?

Opportunities always come disguised as hard work.

Opportunities are like buses. don’t worry if you miss one, there’ll be
another one along in about 20 minutes.

When the going gets tough, the tough get going.
I am enriching the lives of my customers.
[ am a valuable and worthwhile person.

[ am swarming over the rocks that stand between me and the success I
deserve.

Positive emotions give you energy, negative emotions drain you of
energy.

Let it go! Forgiveness is totally selfish.

Face up to that which you fear, and fear is removed.

Focus not on what you can do, but on what you can achieve.

You have to get rid of yesterday before you can go on to tomorrow.

What is the quickest way to get this piece of paper off my desk within
the framework of achieving my goals?

Because | know exactly what I want, shifting jobs off my desk is easy.
Do one job at a time to completion.

It's a five minute job. Do it now and within five minutes it will be off my
desk forever.

Be proactive.
Only action gets results.

The difference between winners and losers is not that winners have more fime.
FEverybody has 24 hours in each day. Winners use their time to achieve their
goals. Losers use lack of time as an excuse.

Reproduced with permission of the copyrightowner. Further reproduction prohibited without permissionya\ww.mar



Further reading

1. Think creatively
Adair, J. 1990), The Art of Creative Thinking, Talbot Adair Press, Guildford.

Arnold, ].D. (1992), The Complete Problem Solver: A Total System for Competitive Decision
Making, John Wiley, New York, NY.

Evans, R. and Russell, P. (1989), The Creative Manager, Unwin, London.

Foster, T.R.V. (1991), 101 Ways to Generate Great Ideas, Kogan Page, London.

Isaksen, S.G. and Treffinger, DJ. (1988), Creative Problem-Solving: The Basic Course, Bearly,
Buffalo.

Juniper, DF. (1989), Successful Problem Solving: The Organised Approach to Creative Solutions,
W. Foulsham, Slough.

Kuhn, R.L. (1988), Handbook for Creative and Innovative Managers, McGraw-Hill, Maidenhead.

Miller, CM. (1987), The Creative Edge: Fostering Innovation in Where You Work, Addison-Wesley,
Boston, MA.

Morgan, G. (1993), Imaginization: The Art of Creative Management, Sage, Newbury Park, CA.

Russell, P. and Evans, R. (1992), The Creative Manager: Finding Inner Vision and Wisdom in
Uncertain Time, Jossey-Bass, San Francisco, CA.

2. Set goals

Borg, J. (1991), The Inner Game of Selling ... Yourself: Mind-Bending Ways to Achieve Results in
Business, Mandarin, London.

Brennan, J.H. (1991), How to Get Where You Want to Go: Dynamic Techniques for Achieving
Success, Thorsons, Wellingborough.

Calano, J. and Saltzman, J. (1990), Career Tracking: The 26 Success Shortcuts to the Top, Gower,
Aldershot.

Calvert, R., Durkin, B., Gromdi, E. and Martin, K. (1990), First Find Your Hillfop, Hutchinson,
London.

Goldratt, EM. (1994), It’s Not Luck (Sequel to The Goal), Gower, Aldershot.

Hopson, B. and Scully, M. (1991), Build Your Own Rainbow: A Workbook for Career and Life
Management, Mercury, London.

Israel, R. and Crane, J. (1996), The Vision, Gower, Aldershot.

Megginson, D. and Whitaker, J. (1996), Cultivating Self-development, Institute of Personnel and
Development, London.

Waitley, D. 1961), The New Dynamics of Goal Setting: Flextactics for a Fast-changing Future,
Nicholas Brealey, London.

Wheeler, B. (1990), The One and Onlv Law of Winning, Shapolsky, New York, NY.

3. Implement a winning business strategy

Beer, M. (1990), The Joy of Winning, Mercury, London.

Bland, W.A. (1991), Creating Value for Customers: Designing & Implementing a Total Corporate
Strategy, John Wiley, Chichester.

Campbell, A., Devine, M. and Young, D. (1990), A Sense of Mission, The Economist Books,
London.

Carling, W. and Heller, R. (1996), The Way to Win: Strategies for Success in Business and Spot,
Warner.

Heller, R. (1989), Unigue Success Proposition, Sidgwick & Jackson, London.

Further
reading

665

Reproduced with permission of the copyrightowner. Further reproduction prohibited without permissionyyyaw.man



Journal of
Management
Development
16,8

666

Judson, A.S. (1990), Making Strategy Happen: Transforming Plans into Reality, Blackwell,
Oxford.

Karlof, B. (1993), Strategic Precision. Improving Performance through Organizational Efficiency,
John Wiley, Chichester.

Naylor, TH. (1986), The Corporate Strategy Matrix, Harper & Row, London.

Sewell, R. (1996), The 12 Pillars of Business Success, Kogan Page, London.

Stein, J.D,, Stone, H.L. and Harlow, C.V. (1990), How to Shoot from the Hip without Getting Shot in
the Foot: Making Smart Strategic Choices Every Day, John Wiley, Chichester.

4. Implement a winning marketing strategy
Baker, M.J. (Ed.) (1993), Perspectives on Marketing Management, John Wiley, Chichester.

Christopher, M., Payne, A. and Ballantyne, D. (1991), Relationship Marketing: Bringing Quality,
Customer Service and Marketing Together, Butterworth-Heinemann, Oxford.

Clutterbuck, D. and Kernaghan, S. (1991), Making Customers Count: A Guide to Excellence in
Customer Care, Mercury, London.

Foster, TR.V. (1992), 101 Ways to Get More Business, Kogan Page, London.
Iyer, V. (1990), Managing and Motiwvating Your Agents and Distributors, Pitman, London.
O’Hara, PD. (1992), The Total Marketing and Sales Plan, John Wiley, Chichester.

Plowman, B. (1984), High Value, Low Cost: How to Create Profitable Customer Delight, Pitman,
London.

Robinson, N. (1991), Marketing Toolkit, Mercury, London.

Van Mesdag, M. (1991), Think Marketing: Strategies for Effective Management Action, Mercury,
London.

Wilson, J.R. (1991), Word-of-Mouth Marketing, John Wiley, Chichester.

5. Be excellent at selling

Beer, M. (1991), Break the Rules in Selling, Mercury, London.

Beveridge, D. (1992), Sales Management: Why the Best Are Better, Walsworth, Marceline, ML
Cox, R. and Bolton, G. (1971), Sales and Sales Management, Butterworth-Heinemann, Oxford.

Ellis, P. (1992), Who Dares Sells: The Ultimate Guide to Selling Anything to Anyone, Thorsons,
London.

Fifield, P. (1997), Making Customer Strategy Work, Butterworth-Heinemann, Oxford.
Harvey, C. (1992), Successful Selling in a Week, Hodder & Stoughton, London.
Lidstone, ]. (1991), Manual of Sales Negotiation, Gower, London.

Noonan, C. (1971), Practical Sales Management, Butterworth-Heinemann, Oxford.

Shook, R.L. (1991), The Art of the Havd Sell: Subtle High Pressure Tactics That Really Work,
Piatkus, London.

Strafford, J. and Grant, C. (1993), Sales Management, Butterworth-Heinemann, Oxford.

6. Negotiate better deals

Case, P. (1992), The One Hour Negotiator, Butterworth-Heinemann, Oxford.

Fisher, R. and Ury, W. (1991), Getting to Yes: Negotiating an Agreement without Giving in,
Business Books, London.

Fleming, P. (1992), Successful Negotiating in a Week, Hodder & Stoughton, London.

Hall, L. (Ed.) (1993), Negotiation Strategies for Mutual Gain: The Basic Seminar of the Harvard
Program on Negotiation, Sage, London.,

Johnson, R.A. (1993), Negotiation Basics: Concepts, Skills and Exercises, Sage, London.

King, N. (1991), The Last Five Minutes: The Successful Closing Moves in Sales, Business and
Interviews, Simon & Schuster, London.

Reproduced with permission of the copyrightowner. Further reproduction prohibited without permissionya\ww.mar



Le Poole, S. (1991). Never Take No for an Answer: A Guide to Successful Negotiation, Kogan Page,
London.

Mills. H.A. (1992), Negotiate: The Art of Winning, Gower, Aldershot.

Robinson, C. (1990), Winning at Business Negotiations: A Guide to Profitable Deal Making, Kogan
Page, London.

Ury, W. (1991), Getting Past No: Negotiating with Difficult People, Business Books, London.

7. Give leadership

Adair, J. (1989), Great Leader, The Talbot Adair Press, Guildford.

Autry, J.A. (1991), Love & Profit: The Art of Caring Leadership, Chapmans, London.
Beer, M. (1989), Lead to Succeed, Mercury, London.

Bryman. A. (1986), Leadership and Organizations, Routledge & Kegan Paul, London.
Cohen, W.A. (1990), The Art of the Leader, Prentice-Hall, Englewood Cliffs, NJ.
Garratt, B. (1990), Learning to Lead, Fontona, London.

Henry, J., Johnson, G. with Newton, J. (Eds) (1993), Strategic Thinking: Leadership and the
Management of Change, John Wiley, Chichester.

Hitt, WD. (1991), Thoughts on Leadership, Battelle Press, London.
Lundy, ].L. (1986), How to Lead so Others Follow Willingly, Kogan Page, London.
Strratt, RJ. (1893), The Drama of Leadership, The Falmer Press, London.

8. Understanding the financial implications

Dobbins, R. and Pettman, B.O. (1977), European Insights in Managerial Finance, MCB Books,
Bradford.

Dobbins, R. and Witt, SF. (1983), Portfolio Theory & Investment Management, Martin Robertson,
Oxford.

Dobbins, R. and Witt, SF. (1988}, Practical Financial Management, Blackwell, Oxford.
Fenton, J. (1990), How to Double Your Profits within the Year, Mandarin, London.
Lewis, G. (1992), Pricing for Profit, Kogan Page, London.

Sales, G. (1988), How to Deal with Your Bank Manager, Kogan Page, London.

Secrett, M. (1993), Successful Budgeting in a Week, Hodder & Stoughton, London.
Simon, C. (1992), The Role of the Accountant in Strategic Planning, Gower, Aldershot.

Warner, A. (1992), Beyond the Bottom Line: Advanced Financial Knowledge for Managers, Gower,
Aldershot.

Warren, R. (1988), How to Understand and Use Company Accounts, Hutchinson, London.

9. Manage your time well
Adair, J. (1987), How to Manage Your Time, The Talbot Adair Press, Guildford.
Brown, P. (1993), Managing Your Time, Daniels, Cambridge.

Cormack, D. (1986), Seconds Away: Fifteen Rounds in the Fight for Effective Use of Time, Marc
Europe, Bromley.

Humphrey, J. and Humphrey, F. (1990), How to Get More Done: New Ways to Achieve Peak
Performance at Work, Kogan Page, London.

Lakein, A. (1984), How to Get Control of Your Time and Your Life, Gower, Aldershot.
Maddux, R.B. (1990), Delegating for Results, Kogan Page, London.

Ollivier, D. (1994), Prioritize Your Time, Kogan Page, London.

Rudd, S. (1990), Time Manage Your Reading, Gower, Aldershot.

Seiwert, L]. (1989), Managing Your Time, Kogan Page, London.

Walster, D. (1993), Managing Time, Neal-Schuman, London.

Further
reading

Reproduced with permission of the copyright owner. Further reproduction prohibited without permissionyaaw.mane



Journal of
Management
Development
16,8

518

Journal of Management
Development. Vol. 16 No. 7. 1997
pp. 318519, € MCB University
Press, 0262-1711

About the authors

Richard Dobbins (left) and Barrie O. Pettman

Richard Dobbins (PhD, MSc, FCCA) is a management consultant, a
practising chartered Certified Accountant and editor of the journals Managerial
Finance and Management Research News. He qualified as a Certified
Accountant in 1968 after several years’ experience in professional offices,
industry and public service. He studied for his MSc and PhD in management at
the University of Bradford where he was appointed lecturer in finance in 1973
and senior lecturer in financial management in 1979. He has written over 70
articles and books and has lectured as a Visiting Professor of Management on
MBA programmes in western Europe, eastern Europe, the Far East, the Middle

Reproduced with permission of the copyright owner. Further reproduction prohibited without permissionyaaw.mane



East, Africa, Australia and North America. He has extensive experience in About the
management development and as a management consultant in over 100 authors
companies both in the UK and overseas.

Barrie O. Pettman is a management consultant, registrar and professr of

human resource management at the International Management Centres,

director of the International Institute of Social Economics, chairman of MCB

University Press and a Visiting Professor at the Canadian School of 519
Management. He lectured at the University of Hull and the University of
Rhodesia 1970-1982. He is editor of the [nternational Journal of Sociology and
Soczal Policy, Equal Opportunities International, the International Journal of
New Ideas and co-editor of Managerial Law. He was awarded a Distinguished
Fellowship of the International Society for Intercommunication of New Ideas in
1991.

Reproduced with permission of the copyright owner. Further reproduction prohibited without permissionyawaw.man:



Journal of Self-development: the nine basic skills

Mamagemens o
Development wcnar; 0DOINS an arvie U, reiiman

16.8 Keywords Creativity, Goals,
’ Management development,
Marketing strategy, Negotiation,
520 Self-development

A self-help guide to achieving success in
business. Directed more towards the self-
employed, it is relevant to other managers in
organizations. Divided into clear sections on
creativity and dealing with change; importance
of clear goal setting; developing winning
business and marketing strategies; negotiating
skills; leadership; financial skills; and time
management.

Journal of Management
Development. Vol. 16 No. 8, 1997,
Abstract and keywords. € MCB
University Press, (0262-1711

Reproduced with permission of the copyrightowner. Further reproduction prohibited without permissionya\ww.mar



