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Traditionally, professional services firms have
distributed marketing dollars by lines of business,
with the largest lines of business commanding the
lion’s share of the marketing budget.

This is an outdated, short-term and suboptimal
approach because it misaligns the firm’s long-term
growth objectives and what each business needs to
thrive.

The firm’s—and, therefore, Marketing’'s—top strategic
priority must be creating a healthy, profitable, and
long-term growth cycle. Unfortunately, marketing
investments are seldom allocated to realize this
objective.

This whitepaper outlines a smarter and more
effective way to allocate marketing investments to
drive profitable growth for a firm or a practice.



The Smartest Way to Allocate Marketing Investments

How Did We Get Into This Mess?

"l need your number by the end of the week!” is a phrase you have probably uttered or
heard during your annual planning cycle. The “number” is the revenue bogey a partner or
practice is “asked” to contribute to the overall growth of the firm and expected to hit by
year-end. It is the combination of a top-down CAGR (compounded annual growth rate) and
a bottom-up SWAG (scientific wild-ass-guess) that is cajoled, negotiated and extorted
from line leaders.

Each line of business sets out growth

priorities annually based on a firm Marketing Budget

mandate or historic precedent. Often, _
such priorities are derived from

competitors’ forays into new markets, a

recent client success that now represents F‘ ~%

a new “product” or “service,” or an /3 ’Q\
ambitious, wannabe partner applying Q?/’ —__ \

: e 7
his/her capabilities in some obscure area (\\%4 /. l /
to build a book of business. Firms plan to ] Igﬁf *
add a few new practices, expand into ‘\ ]l:j
some new geographies, augment \ \
business developers, build new strategic Ll
partnerships, launch some new products ko
and achieve the allusive “cross-sell.” If a
firm is a little more ambitious, it might add
an acquisition.

“We were able to cut our marketing budget in half by just guessing.”

Suddenly, the firm is beset with decisions
about what to pursue.

Matrices, ownership structures and service dynamism make it
12% difficult for leaders to make strategic choices. These decisions
involve opportunity costs, cultural evolution (or revolution) and
emotional upheaval if partners feel that their wealth is being

Average Percentage of o
“redistributed.”

Revenue spent on

gnarketm%by it When tough strategic decisions do not get made, the firm
Fierrrr\wllsCeS/ onsulting default is to try to meet everyone’s needs. The result is a

discombobulated marketing “strategy” attempting to satisfy
(The CMO Survey and partners and practice leaders—all with “a top priority.”

Deloitte Digjtal 2017) _ _ _ )
| call this the “grow everything” strategy. It gives everyone in the

firm his do. Unfortunately, every time it launches, it hits the
ground with a resounding thud.

The “Grow Everything” plan is NOT a strategy, BUT it is an
excellent way to waste money—a lot of money.



We are great at
articulating the risk
of doing something;
we are awful at
noticing the cost of
doing nothing.

— Charles H. Green
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A Glance at Modern Marketing:
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Of B2B buyer’s journey is completed before they
perform an action on your site. (Google)

No. of searches on average prior to engaging on a
specific brand's site. (Google, 2014)

Click-through rate for the first position on Google
search results. (Advanced Web Ranking, 2015)

Average number of seconds people spend on an article
(Source)

Of target audiences ignores brand messages if not
localized for the native language, local jargon and
cultural references. (Marketing Profs 2016)

Of marketers say relevant content creation was the
most effective SEO tactic. (Ascend2, 2015)

Of marketers say their budget is allocated to lead
generation, while 34% say less than half of their budget
is allocated to lead generation. (BrightTALK, 2015)

Of marketers report their lead generation efforts are
only slightly or somewhat effective. (BrightTALK, 2015)

For every $92 spent acquiring customers, only $1 is
spent converting them. (Econsultancy, 2016)
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If tough strategic decisions are not made, firms spread marketing dollars like peanut
butter in order to appear “fair.” Unfortunately, a firm simply can’t compete in today’s
marketing environment without concentrating its efforts. We play in a buyer’s market.

Where Does the Buyer Get Their Info From?

Pre - 1995 .com Era Social Era XaaS Era

Sales Sales Sales
Provided

Provided Provided
Marketing

Provided

“| have
100% of the
info | need to
make a
decision and
| like what |
have heard.”
Buyer

Marketing
Provided

Sales
Provided

Marketing
Provided

Marketing
Provided

The web has flipped the power structure to buyers, so marketing must align with the
prospect’s buying cycle—not to the firm’s selling cycle or to high-level brand messages
with an “our firm is wonderful” storyline. Buyers demand answers to the questions
they are asking. It is critical that your marketing answers the questions that the buyer
wants answered as she makes a buying decision. According to Salesforce, 65% of
business buyers are likely to switch brands if a firm doesn’t personalize
communications to their company.

RELATED: The Question is NOT Why Clients Buy, but How

Research has shown that a standard B2B buyer typically has five key questions at
each stage of the buying cycle. Prudent Pedal’s buying cycle model details four stages
(Awareness, Familiarity, Consideration and Purchase). Therefore, Marketing needs to
answer a minimum of 20 questions per buyer as he moves through the buying cycle.
Multiply 20 questions by the number of buyers your firm sells to (a complex sale
averages 7 buyers), THEN by the number of practices/solutions you are promoting.

Avg. questions per Buying Stage 5
Buying Cycle Stages X4
Total questions per Buyer: 20
Number of Buyers X7

Total marketing communications: 140
Number of Solutions X5

Total MINIMUM communications: 700

© Prudent Pedal, Itd.
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You can see that this creates an unsustainable amount of
required marketing permutations. Yes, you can cross-
pollinate content, but the demands/concerns of economic
buyers, users, or influencers across functions are quite

different and you won’t be speaking to the modern buyer at

the necessary level.

65%

According to Salesforce, budgetary constraint is one of
marketers’ top challenges across all firms in competing in

this new environment. However, top performing firms have
moved beyond fundamental budget issues and are focused

of buyers are likely to switch brands
if a firm doesn't personalize
communications with their company

on the more strategically impactful client experience.

Top Challenges Marketing Leaders Face in Creating a Connected Client
Experience across the Customer Lifecycle by Performance Level

High Performers

Creating a shared, single
view of the client

Difficulty leveraging data

from different sources

Budgetary constraints

Moderate Performers Low Performers

Budgetary constraints Budgetary constraints

Insufficient internal
resources

Difficulty leveraging data
from different sources

Insufficient internal
resources

Difficulty leveraging data
from different sources

Salesforce State of Marketing 2017

When a firm has limited resources (and which firms don’t?), you have to place strategic
bets on the opportunities that offer the highest chance of a worthy long-term return. This
means making hard choices about the firm’s priorities. The alternative is dabbling in
marketing, squandering your growth investments, and operating at a competitive

disadvantage.

© Prudent Pedal, Itd.
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If a firm wants to stop being “fair” and become strategic about growth investments, it
must first answer three questions:

1. What are the top three growth priorities? Where is our growth going to come from for
the next 3-5 years?

o Will the growth come from current clients or new clients?

o Will we emphasize existing services or new services? Which ones?
Will we focus on existing markets or new markets? Which ones?
Will growth come organically or through acquisitions?

e Which practice(s) has priority?

2. What will it take to achieve our top 3 growth priorities?

e Does our brand have the relevance to compete in the growth market(s)? If not,
what level of time and money will it take to make it relevant? Are we willing to
make that investment?

e Have we demonstrated the quality and quantity of capabilities required to attack
the chosen market opportunities (e.g. technical or business development)? If we
don’t have the needed capability, how do we plan to obtain it? Will we grow it or
buy it?

3. How will we measure our success? (e.g. revenue, profitability, market share, net new
clients)

You cannot allocate money intelligently or competitively without having clarity and
leadership agreement on these questions. Once leadership has determined the growth
priorities, then it is time to determine how marketing should invest the firm’s time and
treasure to enable that growth to occur.

Marketers with a documented strategy are
4.7 times more likely to be successful than
those who don't.

(Co-schedule State of Marketing Strategy Report 2017)



prudent | proodnt
(adjective)

acting with or showing
care and thought for the
future.
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The Smartest Way to Allocate

To allocate your marketing investments smartly, think about those investments in terms
of Strategic spend and Programmatic spend.

Let’s attack the more difficult and important Strategic spend.

Allocating Strategic Marketing Investments

Based on the answers to the questions above, your Marketing dollars can now be
allocated into a combination of four strategic “buckets.” The bucket or combination of
buckets into which you allocate funds depends on the three market factors in the graphic
below.

1. Demand Generation
2. Lead Generation
3. Sales Support

4. Redeploying to new Product/Services Development

How big is your growth opportunity?

The right vertical axis maps the growth opportunity for your firm or practice. On the top of
the axis, the market pie is sizable. There are few competitors. You have an opportunity to
add value and to command premium fees. On the lower end, the market is mature,
crowded and price elastic.

What is the market’s awareness about the issue or opportunity before it?

The left vertical axis represents your market segment’s need or issue. The high-end
represents a new strategic or pending issue for the market; the low end represents an
issue that is mature and well known. So ask yourself if the issue that can fuel your growth
is one that buyers are aware they have or if the market requires education to build
awareness.

How does the market perceive your brand?

Your brand relevance flows along the horizontal axis. To the far right, the market
considers your firm an expert in addressing this issue. You are invited to the table to
propose on work and your brand is the preferred, or “safe,” obvious choice. To the left,
the market has little knowledge of, or confidence in, your reputation in addressing the
issue.
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Strategic Marketing Priorities
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If your firm/growth opportunity is in Quadrant 1,

e your clients are unaware of the issue in
their lives,

e you do NOT have a strong brand
around the issue, and

e the client need provides a growth
opportunity for your firm.

Your marketing organization should be
built with skills to optimize Demand
Generation. You should consider investing
the majority of your marketing resources to
build awareness of the issue/solution,
demonstrate your firm’s credibility to solve
the issue and nurture leads for future
engagement. Smart tactical investments
are thought leadership, research studies,
media relations, public speaking, social
media and webinars.

Lead Generation

WHAT IS IT? Generating leads with
highly targeted lead generation
activities.

TACTICS should include strategy,
direct mail campaigns, local
events, sales support.

SKILLS NEEDED: Digital, writing,
CRM, email marketing.

Demand Generation

WHAT IS IT? Building awareness
and consideration of emerging
services

TACTICS should include thought

leadership, media, sponsorship,
industry speaking opportunities,
events.

SKILLS NEEDED: Strategy, digital,
technical writing, research, media
relations.

If you are in Quadrant 2,

e your clients are unaware of the issue
in their lives,

e you have a strong brand around the
issue, and

e the client need provides a growth
opportunity for your firm.

Your marketing organization should be
built primarily with skills for Lead
Generation. Invest in generating leads
today with highly targeted lead
generation activities that speak with
authority, detail the issue’s urgency,
have a strong call-to-action and provide
scale, such as speaking engagements,
direct mail and seminars. If you have not
already made the investment, integrated
CRM and marketing automation should
be a priority and will provide major ROI
lift in Quadrants 1 and 2.

© Prudent Pedal, Itd.
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If you are in Quadrant 3:

your clients are very aware of the issue
in their lives,

you have a strong brand around the
issue, and

the client need provides a limited but
profitable opportunity for your firm.

Instead of investing in marketing, focus on
personal selling and Sales Support. Call
your client or prospect, demonstrate the
business case and simply ask for the
business.

Redeploy

WHAT IS IT? Developing and
launching market-tested, viable
new products and services.

TACTICS should include market
research, value proposition
development, product launch.

SKILLS NEEDED: Voice of the
client, research, product
development, product launch.

Sales

WHAT IS IT? Cross-selling and
penetrating well-established
services through day-to-day client

interactions.

TACTICS should include phone
calls, client meetings.

SKILLS NEEDED: Sales support,
proposal writing.

If you are in Quadrant 4

e theissue is very mature

e there is a limited growth opportunity

e you have limited or no noteworthy
brand relevance

It is time to Redeploy resources to new
products and services. Make the hard
strategic choice to exit existing
businesses that have run their courses
or in which you have failed to achieve
brand relevance. Reallocate time and
resources to develop market-tested,
viable new products and services.

RELATED: The Fallacy Of Professional Services Productization

You may be finding yourself saying, “| need all this capability.” Yes, you probably do. But,
unless you have unlimited resources, you have to make choices. The alternative is to be
“fair,” spread budget like peanut butter and dabble in growth.

Now let’s look at program spend.

© Prudent Pedal, Itd.
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Allocating Programmatic Spend
We allocate Strategic spend first in order to see clearly our marketing goals and develop

intelligent marketing plans and activities to achieve the specifics (i.e. Programmatic
spend).

One of the many great benefits that has accompanied the complexity, intensity and speed
of modern marketing is the strategic marketer’s ability to measure virtually everything she
does. Regardless of the channel, each activity and its contribution to business goals can
and should be measured. According to Gartner, more mature marketing teams are
allocating programmatic spend based on these metrics than less mature teams (see
figure below).

Figure 2. CMOs' Budgating Mathodologles

Less Mature Budgeting Methods
Total 47%

More Mature Budgeting Methods
Total 53%

2ting Budgetin Budgeting

Q What 15 your Cormpany’s prwrary approach 1o estabishwng 2 Marketng budget?
¢ 1 28O LN

Base Al retpondents fal exchudieg GO know 1 5

Bowurca: Gartiner (Dctober 2077)

While it is more complex, Activity-based budgeting (ABB) is the smartest way to guarantee
that marketing programs are delivering as planned. ABB takes effort. If your organization
lacks the systems or culture to use it, | recommend using zero-based budgeting because
it requires a regular cycle of spend justification. The other methodologies provide fewer
rigors. As a result, they can squander resources and kill the impetus for strategic thinking
and high performance.

READ: Aligning Marketing’s and Your Partners’ Goals

© Prudent Pedal, Itd.
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In the exhibit below, | categorize program Cost and Impact in a 4-square along with
recommendations to enhance marketing ROI (i.e. achieving the program'’s strategic
objective: Demand Generation, Lead Generation, Sales Support or Redeployed R&D).

High . e ~N

Prodigals
Modify approach Prima Donnas
or reallocate Identify efficiencies
resources

Cost \_ J
4 N ™

Distractions Gems
Eliminate Transfer learning

A SANG N\ /

. ~

Low High
Impact

Prodigals: High cost, low impact programs are the first to be eliminated or refined. They
absorb a disproportionate amount of budget and delivering no value. Premature product
launches, huge tradeshow booths/sponsorships, website redevelopment, rebranding,
advertisements, client events and silly, time-intensive items like mailing bulk holiday
cards can fall into this category. ACTION: Eliminating or modifying them frees up budget
to allocate immediately elsewhere.

Distractions: Low cost, low impact programs may not cost much money but like gnats
flying in the face of an infielder, these programs distract focus from the game. One-off
marketing events, impulsive ad placements, cheeky client communications, reactionary
webinars, me-too seminars to match competitors, etc. make up this category. ACTION:
Eliminate them now and put a process in place to Kill future distractions before they start
flying around.

Prima Donnas: High cost, high return programs work to achieve their objectives, but they
consume a significant portion of your budget. Research studies, strategic product
launches, sales conferences, media roadshows, rebranding of acquisitions, rebranding
the firm, and website revamps are some of the important initiatives that can fall into this
category. ACTION: Look for cost efficiencies and program synergies to make them more
productive.
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Gems: Low cost, high return. These are a firm’s and a strategic marketer’s dream
programs. They are client-focused and can be difficult to initially advance, but the best
marketers live to create them. Examples include research reports built from data your
firms owns as the result of its business model, smart brand extensions, strategic
partnerships, implementing marketing technology platforms, new client segmentations,
client profitability analyses, cleaning up client data, Net Promoter programs, sales and
marketing integration, and account-based marketing. ACTION: Leverage the learning
where possible across the firm and don’t become complacent. A competitive market will
copy you quickly.

By setting goals, measuring every marketing program and regularly mapping each on a
matrix like this one, you will ensure that your Programmatic spend is aligned and
delivering along with your Strategic investments.

Conclusion

Marketing, buying, and selling have evolved rapidly in the professional services industry.
Buyers are now in control of the information and have the power in evaluating and
selecting a firm and its services. Buyers demand that THEIR questions are answered,
often before they are even willing to call you. Your marketing must adapt or you will be
left behind.

Your firm must make hard strategic business choices about where and what to grow. If
strategic choices are not made, firms fall victim to a "grow everything" approach. It never
works. The days of allocating marketing budget by the size of lines of business, annual
incremental increases or a flat percentage are over. Unless your firm either has unlimited
resources or is able to live off the industry leader’'s demand generation efforts, you have
to choose. Once your choice is made, your leadership team can intelligently allocate
marketing investments to achieve its growth objectives.

Allocating Strategic marketing investments requires firms to recognize the four strategic
marketing buckets and their market position. If your firm is not generating demand today,
then you won't have lead-generation opportunities in the future. If you are not simply
calling clients on issues that you know they have, then you are missing selling
opportunities for today. Finally, your practice and your firm risk commoditization if are not
consistently redeploying monies into creating new services.

Programmatic spend has evolved just as rapidly in terms of channels and measurement.
Every marketing activity can and should be measured-- measured on delivery cost
efficiency and, more importantly, on strategic impact. Distractions and Prodigals should
be eliminated and Prima Donnas and Gems should be refined and exploited to maximize
ROLI.

Like your relationships, marketing should be seen as a long-term investment. This
investment creates the highest return when it builds brand relevance, pursues the
highest growth opportunities, and aligns with a client’s needs from beginning to end.

Be prudent.



Jeff McKay
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Prudent Pedal is a marketing consultancy that
helps service firms accelerate profitable
growth, maximize marketing ROI, and build a
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