The Magical Marketing Systems Blueprint™
Module 1 - Section 3: Creating Your Marketing Budget

The very first step in creating a powerful, focused marketing plan is to create
a budget.

Hopefully you realize that it's going to take money to make money. If you
thought you could get away without making any investment in marketing
then I'm afraid you're playing the wrong game.

Now, it's very easy to simply spend marketing dollars. We don’t want that.
You want to make sure you're investing your marketing dollars as wisely as
possible in order to generate the biggest bang for your marketing dollars.

When it comes to creating a marketing budget and investing your hard
earned dollars, two of the most common questions are:

1. How much should I invest?
2. Where should I invest my marketing dollars?

Well, we’ll actually cover question 1 right here, but you’ll have to wait until
an upcoming module to get the answer to question 2.

First, how much should I invest in my marketing?

This question’s always a bit challenging to answer because everyone’s
typically looking for a ‘one size fits all’ answer. Unfortunately, it’s not that
easy.

If you were to go to a dozen different books/consultants/speakers on the
subject, you’d probably get a dozen different answers. One might tell you to
invest as much as 5% of your gross revenue. Another might say 10%.
Another one might suggest 30% of your sales minus a few overhead
expenses. In a nutshell, you'll get lots of differing opinions on the subject.

Fortunately, it’s not really as difficult as many would make it out to be.

You see, with just two quick calculations you can pretty easily determine
exactly how you should spend to market your business.

Now, you’ll obviously need to do some work prior to performing these
calculations as you’ll need to know what your goals are in terms of growth
and new customer acquisition. You'll also need to know how much you've
invested historically AND the results it’s produced.
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But even if you're just starting out and don’t have the historical numbers to
fall back on, you should still be able to determine relatively quickly how much
you should invest in your marketing.

The following questions are the 2 most important you’ll need to answer in
order to create a meaningful and effective marketing budget:

1. How much does it cost to acquire a new customer?
2. How much can you afford to spend?

How Much Does It Cost To Acquire A New Customer?

Okay, the first thing that we need to understand is our Customer
Acquisition Costs. This humber basically tells us how much it costs to get a
new customer. It also helps us know how much we can expect to spend in
order to reach our goals.

Feel free to use Worksheet 1.3.1 at the end of this section to help you follow
along with this example AND to determine your own Customer Acquisition
Costs.

The first thing you need to know is how much you spent last year on
all your marketing efforts combined. So, make a list of the different
methods that you've used in the past year to market your business - direct
mail, flyers, door hangers, leave behinds, telephone directories, hewspaper
advertising, truck signs, val pack or coupon pack, yard signs, brochures,
websites, et cetera. Then add-in how much you invested in each method.

For this example, let’s say that in the previous year, you spent $5,000 on
direct mail, $2,500 on flyers, $1,000 on our Yellow Pages ad, $500 on truck
signs, and $1,000 on a website.

That gives us a total marketing cost of $10,000.

* % x % % % % Sjdebar * * * * * x % % %

No matter what this number happens to be at the moment, our goal
throughout this course is to reduce this number DRAMATICALLY. If I've done
my job with this program then you should be able to cut your marketing costs
by anywhere from 10-50%.

And beyond that, you should be able to INCREASE the effectiveness of your
marketing as well, so overall, you should see a HUGE increase in the return on

investment of your marketing dollars.
* ¥ % % % ¥ ¥ End Sidebar * * * ¥ % % % % %
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Next, if we also go back and review our previous year, we'll see that as a
result of our marketing activities we added 50 new, solid customers.

Now, to determine our average customer acquisition costs, we simply divide
the total marketing cost into the humber of new customers we acquired.

New Customer Acquisition Costs:

Total marketing costs from previous year $10,000
New customers acquired 50
Average cost of new customer acquisition $200

In this example, as you can see we divide the $10,000 of marketing costs by
the 50 new customers, giving us a $200 cost per new customer acquisition.
In a nutshell, this means you spent, on average, $200 to get each new
customer you have.

How Much Is Each New Customer Worth To You?

The second number you need to determine in order to establish a good
marketing budget is the Lifetime Value of a Customer.

Just as the name indicates, the Lifetime Value of a Customer (LTV) is the
total revenue that we can expect to receive from our average customer over
the life of the relationship.

This number will help us to know how much we can afford to spend in order
to acquire a new customer.

Again, feel free to use Worksheet 1.3.2 found at the end of this section to
help you as we proceed through this example.

Let's say the average revenue per service visit is $50. Now, that could
include a basic lawn care service, mowing, edging, trimming, and blowing. A
pretty basic service. Obviously this number will depend on your area,
clients, etc., but definitely not unreasonable.

Now, let's say that the number of service visits per year is 16. That would be
twice per month for eight months. Again we are just coming up with some
rough numbers here. So the subtotal of these service visits is going to be
$800 per year for this one customer.

Now, let's also say that once per year we do an additional add on service,
such as core aeration at a cost of $100 and we do this once per year. This
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would give us another $100 per year from this average customer, which now
brings the sub-total per year up to $900.

Next, we need to look at the number of years this customer remains with us.
Let's say that in going back and reviewing previous history with our
customers we find that the average number of years each customer remains
with us is three.

As a result, we can see that the sub-total of the lifetime value of this
particular customer is $2,700, or $900 times three years.

Lifetime Revenue of a Customer:
Average service call $50/visit
# of service visits per year (2x’s/mo X 8mos) 16 visits/yr

Sub-total of service visits $800/year
Avg additional service revenue $100
Avg additional services per year 1 visits/yr
Sub-total $100/year
Sub-total/year $900/year
Avg. # of years remains customer 3 years
Sub-total/lifetime $2,700/lifetime

In addition to this $2,700, let's say that each average customer refers an
additional two customers over the lifetime of their relationship.

This means that we would have an additional $2,700 per referred
customer for a total of $5,400 from word of mouth revenue.

Word-of-mouth referrals per lifetime 2 referrals
Total Lifetime revenues $2,700
Total Word-of-Mouth Revenue $5,400

Finally, if we take all of those revenue numbers together and add them up
we will get $8,100 of average revenue from just one customer over
the lifetime of the relationship.

Total Lifetime Value per Client $8,100
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Now, if we consider that we spent a total of $200 to acquire that customer,
that's a pretty good return on our investment.

So what do all these numbers mean?

First of all, they give you a benchmark. It will give you an idea of how
much you can expect to spend in order to grow your business and acquire
the number of customers needed to reach your goals.

So, if you want to acquire 50 new customers this year, based on what you
spent last year you can expect to spend $10,000 to acquire those 50
customers. Again though, our goal is to reduce your customer acquisition
costs by a considerable margin so you’re only spending $100 per new
customer. Or perhaps even less.

Second, the LTV of your customers tells you how much you can afford
to spend in order to get a new customer and remain profitable. In
other words, if you know that you’re going to make $8,100 over the life of a
customer, hopefully you'll be willing to spend a little bit of money in order to
acquire that customer.

So now that you know how much it costs to acquire an average customer,
and you know how much you can expect to earn from that particular
customer over the lifetime of the relationship, it’s time to set up a budget
that allows you to create a cost effective, efficient marketing system.

Okay, the assignment for this section is to go through the worksheets that
follow and determine your Cost of Acquisition and LTV of your average
customer. If necessary, pull out your previous year’s financials, look at the
numbers and go through the formulas as described above.

Once you've established these numbers, look at the goals that you set for the
number of new customers that you want to acquire and also the revenue
goals that you want to achieve. Using your Cost of Acquisition and the LTV
numbers, determine how much you need to invest in order to achieve the
goals you set.

In other words, if you set the goal of adding an additional 75 customers in
the coming year and it costs you $200 to acquire a new customer, then you
can expect to spend $200 times 75 new customers which equals $15,000.

Now, even though that seems like a lot, remember that 75 new customers
times $8,100 translates to $607,500! Think you’d be okay investing $15,000

to make that happen?
X X X %k X %k X Xk X X X X X X
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Worksheet 1.3.1

Calculating Your Customer Acquisition Costs:

New Customer Acquisition Costs:

Direct mail (printing, postage, etc.)

Flyers

Door hangers

Miscellaneous 'leave behinds'

Telephone directories

Newspaper advertising

Truck signs

Val-pack/coupon decks

Yard signs

Brochures

Website (hosting, domain, etc.)
(average development over 3 years)

Association dues and expenses

Telemarketing fees

Radio advertising

Television advertising

Referral marketing campaigns

| | Box A
| | Box B
I | | | | |
Box A Box B Avg Acquisition Cost

Additional Notes:
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Worksheet 1.3.32

Calculating the Lifetime Value of a Customer:

Average revenue per service call |

# of service visits per year |

Sub-total of service visit revenue |

Avg additional service revenue |

Avg additional services per year |

Sub-total of additional service visits |

Sub-total/year |

Avg. # of years remains a customer |

Sub-total/lifetime |

Word-of-mouth referrals per lifetime |

Total Lifetime revenues of referrals |

Total Word-of-Mouth Revenue |

Total Lifetime Value per Customer |

Additional Notes:
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