Tips on How to Negotiate and Sell 
Posted on Sunday 13 June 2010 

Plus a few Lessons from Neuro Linguistic Programming, NLP
I am not sure which is the single most important thing for an entrepreneur to do but probably the two most important are:

1. SELL, SELL, SELL.
2. CHECK, CHECK, CHECK.

You cannot really be a successful entrepreneur unless you can sell and negotiate effectively. 

Obviously, you have to be able to sell to get launch clients, clients and customers. But you also need to be able to sell your ideas to: suppliers (to give you supplier credit, for example), above average employees (to come to work with you), bankers (to lend you money or even these days just to let you open an account), shareholders (who co-invest with you), partners (who are also co-investing with you often in the form of sweat equity), media (to get earned media exposure for your new enterprise), directors (for sound corporate governance), government approval agencies (licensing requirements) and just about everyone else you come into contact with.

My late father, Professor of Economics at the University of Ottawa, Dr. O. J. Firestone also told me that you have to check, check and check again. There are no ‘fire and forget’ missiles in business; you have to make sure that stuff gets done.

But whether SELL, SELL, SELL is number one or CHECK, CHECK, CHECK is number one does not really matter: successful entrepreneurs and intrapreneurs do both, all the time.

Now one effective way to improve your sales skills is to do more of it. Like just about everything else humans do, they get better, a lot better, with practice. As Ben Affleck in the film, Boiler Room, said: “ABC!” Always be Closing.

One of the salespeople at the Ottawa Senators Hockey Club when I was there was Darren McCarthy. He came from selling at the Brick and, let me tell you, you have to be able to sell to survive at the Brick. He was one of the most determined salespeople I have ever met: if he ever ran out of leads, he would open the Yellow Pages and ‘dial for dollars’. If he went to visit a business, he might try to sell them a $100,000 (per year) suite and a $250,000 in-ice ad but if he could not get that, he would come out of there with something, even a 12-pack of tickets for $600! ABC.

Now I like selling, I enjoy it. Darren did too. You are usually better at something if you like it. Also, it helps to sell what you love.

There are three possible answers to a question: YES, NO or MAYBE. A ‘YES’ is better than a ‘NO’ but a ‘NO’ is way better than a ‘MAYBE’. MAYBES waste your time and your clients’ time too. If someone gives me a ‘MAYBE’, I tell them I will treat that as a ‘NO’. Sometimes (actually quite often) they say, well, “I don’t want to say NO.” So say ‘YES!’

When you hear a ‘YES’, whip out the contract (always bring that with you) and ask them to sign it (never be afraid to ask for the deal!). Then thank them and get out of there. After you hear a ‘YES’, the only thing you can do by sticking around for more talk is muck up the deal. So get their signature on the order and make like a tree and leave.

“Selling is telling,” Mark Gencher from Brymark told me once. He is right: selling is about providing timely information to the right person at the right time. Remember, selling is where the money is (sales people get paid multiples of what most marketing people get paid) and they almost never get laid off.

If you get a ‘NO’, so what? Don’t worry about it: you will just have more time for your next client.

What are some of the things you can do to get ready to sell?

Well, for one, be prepared. I never make a cold call. I always know something about the organization I am about to approach. The Internet makes that pretty easy these days.

Practice too. Do not wing it.

I also use some of the skills taught by neuro linguistic programmers. Now these techniques are quite powerful and you should never use them inappropriately: like trying to get someone to go on a date with you who does not want to or forcing someone into buying something they cannot really afford. So always be ethical and protect your reputation.

But here are a few tips (some of them are somewhat contradictory: do not worry about that. Entrepreneurs constantly deal in an environment where they have incomplete information and ambiguity is abundant):

1. Develop your BATNA: your Best Alternative to a negotiated Agreement. If you figure you can live without this deal, you are right away in a better position to negotiate successfully.
2. We negotiated a long term office lease with a Toronto-based developer and he said: “Give me a nickel!” We thought nothing of it but it turned out that a nickel was worth more than $50,000 over the term of the lease, so pay attention to detail.
3. Always volunteer to write up the deal: he or she who holds the pen, wields a lot of power.
4. Calibrate the other party (that is how the top Texas Hold’em Poker players almost always come out on top).
5. Read lateral eye movements (see the chart below for more on how to do this.)
6. Read body language.
7. Synchronize your breathing with the other party.
8. Mirror them and their body movements.
9. Get on the same side of the table as they are on (sometimes literally). (For more on this, see: http://www.eqjournalblog.com/?p=554.) If, for example, you are trying to sell computer equipment, talk about different solutions and different vendors as if they were on the other side of the table and you are in effect providing them with consulting services. Tell them if they do not like any of the alternatives, you will work with them to find one that works for them.

“I hate selling,” says Serence CEO Allan Wille, “but I love helping people buy.”
10. Listen to tonality.
11. Empathize with them.
12. Ask them questions, do not tell them stuff, ask first.
13. Make the first move: do not be afraid to put your position out there first; show confidence that you know what you are talking about. I am never afraid to name my price first.
14. Leave something on the table for them; they will come back later and spend it with you anyway because you treated them fairly.
15. Do not bet against yourself; if you have made a proposal that is greeted with silence, do not lower your asking price (say). Smile and wait for their response.
16. Try to agree on simple terms first: build some positive momentum.
17. Provide evidence to support your position.
18. KISS: Keep It Simple.
19. Tell the truth but make it the smart truth (http://www.eqjournalblog.com/?p=51). Smart truth is what lawyers call artfully ambiguous http://www.dramatispersonae.org/SmartTruth.htm).
20. Remember that body language is more than half of what people are really trying to say, voice tonality is about a third and words are only about ten percent so make your body language and tone work for you!
21. Sometimes silence is best: they will often use your silence to answer their own questions and talk themselves into a deal.
22. Smile. Be positive. Remember the ‘Law of Attraction’ is a ’secret’ and a key to successful selling. What you think and do counts. If you think positively you are far more likely to achieve your goals. Think only about what you want, not what you do not want. The latter invites a negative result.
23. Be patient. If you lose your temper, do it on purpose/never because you have really lost your patience.
24. Knowledge is power.
25. Do not agree or give in on a point too quickly or they will think they did not get a good enough deal. This will result in either Buyer’s remorse or Seller’s remorse and your deal probably won’t close.
26. Really know your product or service.
27. Use negative cost selling (http://www.eqjournalblog.com/?p=24): tell them how they will make money by buying your product or service. Do a spreadsheet from their POV not yours. Understand their business model as well as you do your own.
28. Make sure you can demonstrate your value proposition (http://www.eqjournalblog.com/?p=24) in a compelling way using simple language and in less than two minutes.
29. Remember, you are selling them a solution to their problems: this is called, naturally enough, solution selling (http://www.eqjournalblog.com/?p=24).
30. Never take ‘No’ for an answer.
31. Make sure you do not talk all the time: listen carefully and pay attention to their body language and tonality. You have two eyes and one mouth, use them in that proportion.
32. Set weekly or monthly goals: do not think you can reach your sales goals for the year in the last month or even quarter of the year.
33. Face your fears: do the tough stuff. Never take a ‘No’ personally. You have 15 minutes to get over your disappointment about a deal you lost.
34. You can learn something from Yoga practitioners. Before you say something, ask:
a) Is it true?
b) Is it an improvement on silence?
c) Are you going to hurt someone by saying it?
If you answered ‘no’ to any of these three questions, say nothing.
35. Never tear down a competitor, let your clients do that if they want to.
36. If you are less successful than you would like to be and want to know who is preventing you from being a success: first look in the mirror.
“I claim my own power and accept responsibility for my own life,” a quote from the book Chakra Meditation by Swami Saradananda, Duncan Baird Publishers, London, 2008.
Bad things happen to good people and it is easy to blame others. No doubt others contributed to the situation in some way. But mostly, if you are really honest with yourself, you almost certainly had a hand in it. Stop feeling sorry for yourself and get out there and make things happen. There is a better person inside you and, when you listen to him or her, good things tend to happen. It is when you substitute the judgment of others for your own, bad things may happen. Not selling enough? Do not blame the market or lousy clients, find new, better clients, change your niche, improve your selling skills, get more education, add more differentiated value, change industries, whatever it takes.
37. People like to buy from people they like and trust.
38. Remember that pricing is an art (http://www.dramatispersonae.org/Pricing.htm) not a science. Jean-Baptiste Colbert, Minister of Finance to Louis XIV once said: “The art of taxation (a tax is a price, ed.) consists in so plucking the goose as to obtain the largest possible amount of feathers with the smallest possible amount of hissing.” The quote may also have involved: “obtaining the maximum number of quills (a valuable writing tool at the time, ed.) with the minimum amount of hissing.” Either way, you get the point.

Here is my cheat sheet on NLP that will give you the basics for interpreting eye movements. Top poker players do this all the time: they calibrate their opponents (James Bond played by Daniel Craig in the 2006 film release of Casino Royale does this to Le Chiffre); they do not play their cards, per se, they play their opponents.

When people make rational decisions, they use their prefrontal cortex to do so. But if people think they are being treated unfairly, the primitive part of the brain (the anterior insula) lights up similar to when they smell a skunk or see a horrific sight. So if someone does not like you or trust you or feels abused by you, they will not make rational decisions. Their raw emotions overwhelm their rational faculties. So if you do not establish rapport, you cannot sell. People will act against their own best interests if the primordial brain is activated so trust is a key component of selling.


Also, people make decisions more based on their fear of losses than their perception of gains. That is why, in the prisoners dilemma, the police always separate the co-accused. If neither confesses, they will both spend four years in jail: total jail time for the two prisoners is therefore eight years. If one confesses and the other does not, the confessed criminal spends two years less a day and the holdout spends ten years in jail: total jail time 12 years. If they both confess, they each get six years: total jail time is again 12 years. Obviously, the optimal solution is for neither to confess but remember, the fear of loss (lost freedom) is weightier than their perception of gain (optimal jail time), so there is rush to see who can confess first and get the two year less a day sentence.

So in terms of selling, you need to not only address the upside of any deal, but show how your client’s downside is covered. What is the worst that can happen? I do this all the time in getting people to make Offers to buy land or office buildings or what have you. In the real estate industry, we almost always put in a series of conditions that allow the Buyer to opt out if he or she finds something that is not what they expected during their due diligence process. I tell them that all they will have lost is some time and whatever the cost is for the due diligence they have just completed.

“People like to buy from people they like and trust,” Dr. Bruce M. Firestone, Ottawa Canada.

Prof Bruce

Prof Bruce @ 11:57 am 
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Entrepreneur’s Venn Diagram 
Posted on Saturday 12 June 2010 

What does it take to create a successful, large-scale entrepreneurial organization? Can you stock it exclusively with rebels who bring a great deal of creative energy to it? What if, instead, you have top-down military style leadership? People who are real doers. Will that work? Or how about having a lot of order takers on hand. Will that help?

Here’s my Venn Diagram that explains all:
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Turns out that you need a bit of all three to really build a great organization.

Prof Bruce

ps. this was inspired by friend and advisor Dave Ready, former President of the Ottawa Senators Foundation, who told me: ‘You have good students & good student entrepreneurs but not necessarily in the same person.’
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What You Need to Think about Before You Purchase a Home 
Posted on Saturday 12 June 2010 

A young couple recently asked me what they need to think about before they purchase their first property. In their case, they are posted overseas and are thinking of buying a townhome in Ottawa, partly as an investment and partly as a backup plan for when they do return to Ottawa.

Here is what I told them:

“Hi Sarah: 

I am going to ask one of our mortgage agents to send you a list of information she will need so that she can arrange mortgage financing for you and Robert. So you and Robert understand, a mortgage broker gets paid by the Lender, so her services are free to you. 

I wrote a blog article ‘WHY USE A MORTGAGE BROKER’: http://www.eqjournalblog.com/?p=34. It’s not too long and worth reading. It will explain why more than one third of all Canadians (and more than two thirds of Americans) are using Mortgage Agents now instead of their Banks.

Turning to real estate now, there are a number of reasons why you might invest in real estate and a few reasons not to. At the end of the day, it is your decision. 

Basically, the reasons why you might invest in real estate include: diversification of your asset mix, inflation protection, forced savings, the wealth effect, cashflow and to provide yourself and your family with a backup plan. 

Some of the negatives are: your investment is illiquid, you could have a vacancy, you could have a bad tenant, there could be surprise maintenance required, etc. I also wrote up the arguments for and against real estate investing on my blog at: http://www.eqjournalblog.com/?p=434.

I think to manage your downside risks, I would strongly advise you to hire a competent property manager to manage your unit for you, especially as you are living overseas. Most property managers don’t cost much (~6% of your rents will go to them) but they screen tenants for you, collect your rents for you, provide maintenance services and generally protect the value of your investment.

Lastly, I attach a spreadsheet for you and Robert to look at: http://www.eqjournalblog.com/ResidentialSellersSpreadsheetCapRateIRR.xls. It analyzes what you could expect from purchasing a townhouse in Ottawa, renting it out for, say, four years and then selling it (or moving into it if you return to Ottawa at that time). This is an arbitrary period but you’ll get the gist of it…

(You can download it in .xls format from the above link and change variables such as the Purchase Price, rent, closing costs, equity, vacancy rate or Mortgage interest rate and term, and the spreadsheet will recalculate your returns.)

This is pretty typical of Ottawa: we call it a ‘get-rich-slow’ market. We don’t get the huge increases in value like, say, Vancouver or Toronto but we also don’t usually get huge drops either. Ottawa’s economy is quite stable with 26,000 new jobs created this year and employment in Ottawa-Gatineau reaching a new record of > 670,000 people employed here. (There are nearly three times as many people at work here as live on all of your island!)

Best regards, 

Prof Bruce

ps. Real Estate Brokers are also free for you since they are usually paid by Sellers not the Buyers. You can read more about this too at: http://www.eqjournalblog.com/?p=257 and http://www.eqjournalblog.com/?p=73.”

Prof Bruce @ 7:01 am 
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Should Ottawa Allow Chickens in Residential Areas? 
Posted on Thursday 10 June 2010 

To find out the answer to that question, I asked someone who has experience in the matter—my son, Andrew, who lives in Canberra (Australia).

I asked him how his neighbours reacted to his hen house in their quiet suburban neighbourhood. Were they opposed? Here’s his answer:

“Quite the opposite the neighbours delighted in it. One neighbour would trade me cucumbers/etc. for eggs and the other would bring their daughter over to play with them because she loved animals and they didn’t have any. I had 3-4 hens at any given moment and they make terrific pets as well as productive members of our household. 

Here’s how it worked for us:

1. Feed the chooks scraps and a bit of feed,
2. Eat their eggs,
3. Trade surplus eggs to neighbours for stuff they grow,
4. Put chook plop on the veggie patch,
5. Eat the veggies or trade them to still other neighbours,
6. Feed the chooks scraps…

= virtuous cycle.

Andrew Firestone, Department of Finance & Deregulation, Government of Australia, Canberra, Australia, June 2010.”

Prof Bruce

ps. since we are on the subject of chickens, here is a joke from Ving Rhames: 

‘Why did the chicken kill itself? To get to the other side.‘

Prof Bruce @ 7:49 am 

Filed under: City Planning and Environmentalism and Jokes (General Audiences) and Livable Cities and Neo-Urbanism and NIMBY and Urban Design 

No Comments 

Delivering Profitability—A Review of Zappos.com CEO Tony Hsieh’s New Book 
Posted on Monday 7 June 2010 

For the first three quarters of my advance copy of the book Delivering Happiness (Hachette Books, June 2010, http://www.deliveringhappinessbook.com) by Zappos.com CEO Tony Hsieh (pronounced ‘Shay’), I felt like this was going to be the 3rd book I have ever read that, if I could have, I would have been its author. The other two are: The Cryptonomicon (a rip roaring WWII adventure story with a contemporary connection written by Neal Stephenson) and Home from Nowhere (a journalist’s view of the poor planning decisions made since WWII that have practically ruined our urban spaces, by James Howard Kunstler). But alas, the last quarter of the book changed my mind.

It was as if all the core values that Hsieh credits for the extraordinary growth of Zappos.com, an online shoe retailer with practically zero sales in 1999, $1.6 million in 2000, $8.6 million in 2001, $32 million in 2002 and > $1 billion by 2008, were just shibboleths waiting to be tossed aside at the first sign of recession.

In November 2008, Zappos.com announced across the board HR cuts of 8%. Remember this is a company that had just crossed the $1 billion threshold in sales and it was a point in time when the recession had just been officially recognized and declared. Here you have a CEO and a company that set out ten core values—1. providing WOW service, 2. embracing change, 3. being a fun place to work and a little bit weird, 4. being creative, open minded and having a sense of adventure, 5. promoting growth and learning amongst employees and as an organization, 6. having honest relationships not only between staff members but with customers and suppliers too, 7. creating a positive team environment and a family spirit, 8. doing more with less, 9. being passionate and 10. being a bit humble—deciding to use the recession as political cover for layoffs, just like a lot of other large companies were doing at the time.

If the book has stopped at p. 190, I would have written about Zappos.com’s marvelous corporate culture and how it was intrinsically linked to their remarkable growth—with all ten of their core values being ones that I believe could benefit most organizations—both for-profit ones and not-for-profits alike. But on p. 191, Zappos.com starts to behave like any other bottom-line driven corporation—trying to maximize short term profits so they can get the highest price possible in a sale of the company that would, in fact, take place the following year— Zappos.com was sold to Amazon for $1.2 billion in 2009. I see the (hard-hearted) hand of Sequoia Capital (a Menlo Park, California VC firm) behind all this. 

Most of these bottom-line focused VCs only want one thing—to maximize their shareholders’ value. For other stakeholders like hard working, passionate, laid-off Zappos.com employees—tough luck. (Just in case you think this is an American phenomenon, it is not. CEOs of major Canadian corporations like, say, a major telecommunications firm, have been known to under-invest in their networks as well as lay off many employees to goose short term profits and their stock price to (try to) get the best price from a sale of the company and for their personal stock options. If, as CEO, the only strategy you can come up with is to sell the company, you need to resign and let someone else with more imagination and guts take over.)

If you look at the typical Zappos.com employee, not surprisingly they all look like they belong to Tony Hsieh’s age cohort. So having ‘fun and being a little bit weird’ might be just the tonic for a startup but as the company and the employees mature, it might all be a bit much to maintain; it can get old, fast, so to speak.

Without question, Hsieh’s number one message in his book is that top notch customer service (CS) is a core competency and a big part of Zappos.com’s business model and success. I have argued for a long time that CS is a profit centre not a cost centre. The cost of acquiring a new customer is often so high that by far the more important task is to retain your existing client base plus sell more to them.

Zappos.com does not outsource its high touch call centre operations. They employ reps that have not only a high IQ but, more importantly, they have a high EQ—Emotional Quotient. According to Daniel Goleman, Emotional Intelligence (from his book of the same name) accounts for 75% of the performance of an employee or manager with 25% explained by IQ and everything else. For CEOs, the ratio is even higher. 

Their call centre reps do not have a script that they must follow, they get real training on how to think on their feet and they are empowered to do whatever it takes to ensure total customer satisfaction. Hsieh realizes that the telephone is a way to have at least one meaningful interaction with a client and call centre reps are not measured by how many calls they handle in a day which would lead them to hustle each customer in a bid to get them off the phone and so to incomplete solutions and unhappy clients. 

A Zappos.com client is not looked at as a customer who is buying one pair of shoes for $200 on this one occasion. She represents a lifetime client who might buy shoes, handbags, work-out clothing and much more—thousands of dollars worth of merchandise over a period of many years.

So spending as much time as needed to WOW that client with, say, overnight delivery at no extra charge, is a small investment with a large ROI.

Compare that with my recent experience with a major credit card company—I moved last year and wanted to change my home mailing address. It took me five (!) calls over a period of one year to finally get my address changed. The last call, I told the rep that this would be my last call—if they simply couldn’t get the address changed, they would never have to worry about it again. Despite being a member since 1985, I would cancel the card. 

They told me that their legacy computer systems were buggy, the scripts that they were all forced to follow and the time limits placed on their calls meant that some call centre reps put new addresses in incorrectly but this time (!), it would be done right.

My last question to him was: “Am I the first customer of yours to ever move and have to change his address?”

It is amazing that it takes an upstart, online shoe store like Zappos.com to show credit card companies, banks, cable companies, cell phone firms, utilities, most government departments, the meaning of real customer service and that this can be a core competency and a weapon to use in the battle for corporate survival. But there it is.

Just like good product design, excellent customer service is hard to knock off or out source.

Tony Hsieh’s story gets even more interesting when he realizes in 2002/2003 his underlying business model for Zappos.com isn’t going to work. They started the business using drop shipping as a key part of the model. Drop shipping meant that they did not have to carry any inventory which, of course, reduced the amount of capital required to get Zappos.com off the ground. When an order came in for a pair of shoes, the shoes were sent directly from one of their Vendors (suppliers) directly to the customer. 

There were two problems with this—first, they had no control over the shipping of the product. If the wrong shoes shipped or they were shipped late, Zappos.com got blamed. Second, the number of brands they could offer was extremely limited because many Vendors didn’t want to drop ship or they wouldn’t deal with any group that didn’t either stock inventory or sell at retail or both.

Hsieh realized that in order to boost sales they would need to have a much broader choice of product on their website and to do that they would have to open at least one retail store plus their stock their own warehouse. The only trouble was that this is a much more capital intensive way to conduct business—funding for which they did not have at that time.

So Tony did what all good poker players do at some point—he had to decide to either go all in or fold. Fortunately (as it turned out), he went all in, mortgaging or selling all his assets (including his prized ‘party loft’ condo in San Francisco) to put in the $2 million they needed to either get Zappos.com across the chasm or fail.

After Hsieh’s all in bet, they opened a Kentucky warehouse near a major UPS hub; their accuracy and on-time delivery shot up and, as more Vendors came on board, the diversity of product on their website went through the roof. The result was an explosion in sales—Hsieh had found Zappos.com’s MMB (Magic Marketing Button). 

In all enterprises, if you can not acquire clients and customers in a cost effective way, your enterprise is doomed. Hsieh understood this and solved the problem for Zappos.com. He also showed how important it is to tweak your business model if something isn’t working; seemingly small changes in his business model created a huge payoff which proves that if you can GTBMR (Get the Business Model Right), the harder you work the more money you’ll make. You might be surprised at how often the reverse is true—lots of hard work but no pay off. As Sam Palmisano, CEO of IBM has said: 

“…with product innovation, it’s a certainty that your competition is shortly going to copy what you have done. With business-model innovation, though, if you can come up with a unique way of doing things, it’s much tougher to react to.”

Turning to the acquisition of Zappos.com by Amazon, I actually found Jeff Bezos’ YouTube video comments about that more authentic and perhaps more important; I recommend you view it if you have 8 minutes and 10 seconds to spare: http://www.youtube.com/watch?v=-hxX_Q5CnaA.

Amazon CEO Bezos modestly tells us that he only knows five things:

1. Obsess over customers;
2. Invent on behalf of customers and clients;
3. Think long term (in the order of five to seven years: as long as a new initiative benefits customers, it’s OK if the payoff is somewhat down the road for your enterprise);
4. Develop a unique corporate culture;
5. It’s always Day 1 of your future: there’s always more you can do for your customers, more invention and innovation to be done on their behalf plus more ways to obsess over them.

These are the values that Jeff brings to Amazon plus the involvements he has elsewhere and they create a value proposition and a business model that are hard to knock off.

I think these five things that Bezos shares with us will have greater longevity than the ten Zappos.com core values. Of course, my views may be shaped by my Canadian values that stress peace, order and good government over the American view that the pursuit of happiness is the sine qua non of life. 

Nevertheless, Delivering Happiness will go into the bibliography for courses I teach including Entrepreneurialist Culture at the Telfer School of Management. I just wish I didn’t feel let down by the creeping notion that somewhere in the brilliant story of Zappos.com, there lies, at its heart, a hidden hypocrisy. 

Professor Bruce M. Firestone, Entrepreneur-in-Residence, Telfer School of Management, University of Ottawa, Founder, Ottawa Senators, Executive Director, Exploriem.org, Broker, Partners Advantage GMAC. www.EQJournal.org. 

Postscript 1: I think Hsieh’s emphasis on making every phone conversation between a Zappos.com employee and a customer (or supplier) a meaningful one is a really important lesson. He mentions that only 5% of their customers actually need to call the company before they place an order. But what is likely happening is that most of their new clients are calling at least once.

For anyone thinking of starting a website-based firm, your call centre is a core competency, should not be outsourced and you could do worse than spend some time at Zappos.com University (yes, Zappos.com will give you a tour of their facilities (this is free) and you can now take courses in the Zappos.com way of doing things (these are not free)). 

An online travel and tour agency I know, started out with the idea that folks would always and only book online. They felt that by selling direct to the public, flying direct to holiday destinations and using a scalable Internet presence (front end and back end), they would undercut their competition and their value proposition would be so obvious that all they had to do was stand back and watch traffic on their website zoom up. It was not a success until they finally broke down (i.e., tweaked their business model!) and staffed a call centre with people who had no scripts and who had actually visited the places they were trying to sell tours to.

Their sales took off—remember: people like to buy from people they like and trust. Email, online forms, browser based apps, iPhone apps, what have you, are not highly trusted forms of commerce. You need the human touch first.

So instead, potential customers call in, get some reassurance and then either hang up and book online themselves or, at least for their first time, have the call centre reps walk them through booking their trips online. The good news? Many of their clients, after the first experience, did not need to use the call centre for their second, third, … vacations. So you can convert clients to use a web-based service, just not all at once and upfront.

Now let me tell you a funny story that Jeff Cavanagh from Thomas Cavanagh Construction related to me a few years ago.

“Hey, Jeff, do you have a Blackberry?” I asked.

“No, Bruce, I got me a Strawberry instead.”

“What’s a Strawberry? I haven’t heard of a smart phone called the ‘Strawberry’.”

“Well, it’s this here little black notebook of mine where I write down all the things I gotta do with this little pencil.”

“But don’t you miss not having email, your calendar and a bunch of apps on your cell phone?”

“Nope. Look at it this way. Let’s you and me suppose that Sir Alexander Graham Bell had invented email instead of the telephone and that his patent in 1876 was for email not voice communications. And let’s further assume that voice did not become possible until Tim Berners-Lee invented the Web in 1991. So we reverse the order of invention, OK?”

“Sure.”

“Then imagine the conversation you and I might be having today. It might go like this: ‘Did you see the new thing that just came out—it’s called a telephone. You can get someone on the other end and you can actually hear what they are saying. You can pick up nuances in their voices, you can laugh together, you can plan together, you can negotiate and you can do it all in real time. It’s almost as good as being there. No more waiting, sometimes days, for someone to answer an email. No more misunderstandings because you were trying to be funny and it fell flat in written form. Say you want something done urgently, you can actually get some action by impressing upon someone the importance of what you are saying by raising or lowering your voice—people are good at picking up tonality on this new fangled thing…’”

Tony Hsieh (and Jeff Cavanagh) understand that the next best thing to a F2F with a customer or supplier or colleague is a phone call not an email, a Tweet, a Facebook message, a fax or an IM… You should understand that too.

Postscript 2: I think Tony Hsieh’s marketing strategy for his new book is fabulous. Part of his marketing was to offer influential bloggers a free, advance copy of his book. All they had to do was apply.

So I did. Then when the book arrived (as promised), I got a surprise, I received two copies. This is part of the Zappos.com philosophy: WOW the client by surprising him or her (on the upside).

So what did I do with my extra copy? I tweeted that I had an extra cc and the first person to respond would get it, also for free. One of my former students, JP Chartier, was on the ball and snapped it up in a few seconds.

The only thing bloggers who received their free (two) copies had to promise to do was to do a write up or review on the book on its official launch date—June 7th, 2010. (I am posting this as we speak—it’s finally June 7th.)

In addition to putting this review on my blog (www.EQJournal.org), I also did a review for OBJ, Ottawa Business Journal, (http://www.obj.ca/Opinion/Bruce-Firestone/2010-05-18/article-1120213/Zappos:-Core-values-or-no-values%3F/1) so Hsieh got his money’s worth of PR from me but, I must say, he earned it.

My prediction—Hsieh’s book will make the NYT Best Seller list and the cost of the campaign will be so small compared to the payoff that it can qualify as GM, Guerrilla Marketing. Let’s assume the cost of the 2 x paperbacks + the cost of shipping to Prof Bruce = $30. Let’s further assume that Hsieh has received 5,000 requests and Hachette Books has sent out 10,000 copies at a total cost of $300,000. 

Let’s further assume that each blogger can reach 3,000 people. That means that Tony Hsieh’s book will be seen on June 7th by 5,000 x 3,000 or 15 million people. His CPM (Cost per Thousand Views) will turn out to be: $300,000/15,000 or $20. But wait, he sent out a 2nd surprise copy. Let’s assume the 2nd copy generates a third more CPMs. So now the total number of people reached rises to 20 million and his CPM drops to $15. This is right in the range of what you might expect to pay per thousand pairs of eyeballs for a decent quality magazine or higher end newspaper. Advertising rates tend to vary between a low of $5 per thousand for, say, bus boards to a range of $15 to $20 for magazines and as high as $60 or even $80 for highly targeted, highly desirable demographics on the Internet. (For more about marketing and CPMs, see: http://www.eqjournalblog.com/?p=622.)

But hold your horses again, are a thousand pair of eyeballs in a general interest magazine worth the same as my followers on Twitter or Facebook, the people who read my blog, folks who read my column in OBJ either in the newspaper or online or my students who see the book in a bibliography for some of my courses? Not even close. So the quality of those 20,000,000 views and the buzz he will get from it are probably much higher than the $15 per thousand he appears to be paying for it. So Hsieh will get more value for his $300,000 than anything else I could think of doing in terms of marketing the book, that’s why he has probably penned a (worthwhile) best seller and that’s why innovative, clever 36-year old Tony Hsieh is a billionaire and I’m a Prof.

Prof Bruce @ 5:25 am 
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Differentiated Value: Boosting Sales Success, Gross Profit and Efficiency 
Posted on Sunday 6 June 2010 

There is no doubt that if a business can not differentiate itself from its competition, it is in trouble. Differentiated Value (DV) together with quantity produced will result in more dollars for an organization.

We could express this in an equation as follows:

DV x q ≡ $. 

Let’s look at an example of how this might work. Say you are in the promotional products industry. Lots of competition, right? Plus it’s an easy industry to enter. Hard to differentiate yourself.

So there you are pitching promotional products to (say) a security company providing home and business monitoring, let’s call it Acme Security. Acme is in competition with others; their primary competitors are Knight Security and Beta Security.

Each of these companies offers virtually the same product: a basic installation for a homeowner at ~ $800 plus a $25 per month monitoring charge for 24/7 coverage. How can Acme (your potential client) differentiate itself?

Well, Knight Security tells their clients that they should buy from them because they are locally owned and that they can get Knight’s owner on the phone at any time.

Both Acme and Beta pitch the fact that they are not locally owned; they are both publicly listed and have strong financials; they will be around for the long term, or so they say.

How can a homeowner make a meaningful choice? So far the arguments (and differentiators) are pretty weak.

You decide to pitch your client (Acme Security) using a new approach: each of Acme’s sales reps are going to give their new clients two premiums (incentives) to sign up: a) a digital camera plus a few CD ROMS and b) a pre-printed pad. Their pitch now is quite different: “We care about you. We want you to take a digital inventory of everything you own and record it on these CDs. Plus we want you to write down everything you buy (at least the major stuff) so in the event of a loss (Heaven forbid), you have a record. Don’t forget to store your CDs and your written record off-site in case of a fire…”

Now that is differentiation. (Note, you got to this point not by thinking about your clients but by thinking about your clients’ clients. We call this 2-D modeling and it pays big dividends on both the sales side of your organization and on the supply side. You can read more about 2-D and 3-D Biz Modeling at: http://www.eqjournalblog.com/?p=581.)

There is, however, another aspect to the above equation; perhaps it should be written like this:

DV x Q ≡ $ (the ‘q’ is capitalized)

or

DV x (M x v) ≡ $.

By capitalizing ‘q’, we are implying that there are other atomic ‘particles’ within this variable: these are M (for Mass) and v (for velocity).

In other words, if you want to boost sales and profitability, you need to have not only Differentiated Value but also heftier contracts (higher prices on each contract or bidding on more massive contracts) and then you need to be able to move more of them through your pipeline faster.

Higher prices based on significant product differentiation and bidding on larger contracts or jobs and moving them speedily through the pipeline is a triple whammy for your business; it implies faster revenue growth, higher margins and greater profitability.

For many organizations, it takes just as much work to prepare a bid for a $10,000 order as for a $50,000 order, so why not pitch more $50,000 orders?

Many organizations seem to take forever to get a proposal out the door; they need to re-engineer their internal processes to get the proposal writing stage down to a few days or even a few hours. If you can do all four (faster proposals, higher prices, more massive bids, greater differentiation), you can really make a difference in year-end results.

Now let’s go back to Acme Security. How can we use our equation to predict future revenues and future GP (Gross Profit)?

Well, say that the average sale is $800 worth of equipment and $25 of monitoring a month for five years: this produces revenues of $2,300 from an average customer. This is our ‘Mass’ variable. Now what if we could change the client profile by changing the way we differentiate ourselves resulting in the addition of more commercial establishments and more upscale homes? Let’s say because you were better able to differentiate your products and services that your average Mass is now $1,200 worth of equipment and $35 worth of monthly monitoring for an average of six years; your Mass variable has thus jumped to $3,720.

Let’s further assume that by changing your DV, you have also increased the probability that you will make a sale from one in three (i.e., previously you were just one of three nearly identical security companies) to a success rate of 0.400, which would be a pretty good long term success rate for most sales organizations.

The last assumption we will make is that Acme has invested time and money in equipping their sales agents with portable PCs, tablets or smartphones that are wirelessly connected to their network. They also have a handheld printer or they can use their touch screens to get a client signature on a contract. They are now able to produce quotes on the spot and get them signed by the client immediately instead of having to take down all the details, go back to the office to prepare an Agreement and then go back to the client’s home or place of business to ask for and get the deal executed. So Acme reps are capable of doing 15 presentations a week instead of 10.

For Acme at time = 1,

Revenues per rep = .333 x $2,300 x 10 = $7,659 per week.

But at time = 2,

Revenues per rep = .400 x $3,720 x 15 = $22,320 per week.

This type of re-engineered company really sees big changes; they tend to be the fastest growing and most profitable companies on the Planet. They are also usually great places to work: training is superb, wages are above average and their technology the best.

Note these changes are coming from three sources: one is technology, two is differentiating yourself from your competition and the other is from re-engineering the sales process. Too many managers think that just asking employees to work harder will produce these types of results; all that will do is produce higher staff turnover.

DV can also affect Gross Profit Margins. For many industries, the way they calculate their prices looks like this:

Price = Cost/(1 – GPM).

So let’s say that Acme buys its remote equipment at a cost of $460 and they want to make a Gross Profit Margin (GPM) of 42.5%, thus they will retail their equipment for:

$460/(1 – .425) or $800.

Now let’s further assume that because of the greater differentiation they obtain due to their use of branded promotional items (digital cameras (or disposables if the client prefers) and pre-printed pads), this allows them to increase their GPM on equipment to 47.5%.

We’ll assume the GPM on monitoring is 50% and that it doesn’t change in the before and after case.

So Gross Profit is determined this way:

GP = Price – Cost = Price – Price(1 – GPM) = Price x GPM.

GP(t1) = .333 x ($800 x .425 + $1,500 x .5) x 10 = $3,629.70 per rep per week.

GP(t2) = .400 x ($1,200 x .475 + $2,520 x .5) x 15 = $10,980.00 per rep per week.

So in this case, Revenues per rep have increased by a factor of 2.9 and Gross Profit per rep has gone up by a slightly higher factor of 3.03; this is because Gross Profit Margins have increased somewhat because of greater service differentiation.

People in government and in the not-for-profit sector often ask how they can find a ‘magic button’, a button they can press and hit a money gusher. But unfortunately, there is no magic money spigot out there.

Fundraising for not-for-profits is tough; getting sales for your business is a slog; raising taxes for government operations is almost always unpopular. People everywhere want to feel that they are getting value for their money.

In any case, it seems you can never do enough to differentiate yourself from the competition, to give your client enough good reasons to buy from you or to contribute to a good cause or to not grumble about taxes. First, fix your value proposition; after that, it’s just hard work.

Prof Bruce

Ps. you can find a spreadsheet at: http://www.eqjournalblog.com/DifferentiatedValueAndGrossProfitMargin.xls. This will help you calculate Gross Profit per Customer Rep and understand the interplay between GP, GPM, DV, Costs and Profits. 
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One-Sigma Business Processes 
Posted on Sunday 30 May 2010 

It is the aim of many great manufacturing companies (starting with Motorola in the 1980s) to remove substantially all error from both their fabrication and business processes—their goal is to achieve six sigmas; that is, an error or defect rate that is equal to or less than: (1 – 99.99966%). Looked at another way, this implies that only one in every 294,118 things that a six sigma company does is defective and has to be either discarded or done again.

Now most service businesses can not possibly come close to matching a fabrication company. After all, the latter repeat the same process over and over again—giving them a chance to implement TQM (Total Quality Management) and constant improvement. Service businesses tend to be far too variable for the same type of systems and processes to be as effective as this. But still one has to wonder: first, at what level are service businesses currently operating and, second, how far they can push the limits of quality control.

Anecdotally, I can tell you that I miss on average 1.5 meetings per year; that is, every two years I simply forget, am late for or somehow miss three scheduled meetings. I have learned over the years to forgive myself and I ask others to forgive me too. When it happens, I simply call up that person, apologize and then tell them that they are in a special group—a small contingent.

You see I work 50 weeks per year, 5.5 days per week and do an average of ~ 3.75 meetings per day. That means my personal error rate is .1454545% which works out to a defect rate of 1 in 687.5. So if I schedule a meeting with you and don’t show up, you are that one special person out of nearly 700.

More importantly, that equals a personal sigma rating of a bit less than 0.999 which is not bad and, in any event, is the best that I seem capable of. 

I never fire anyone for making a mistake; if I did that, I would fire everyone including myself. What I can’t tolerate and have practically zero patience for is when people make the same mistake over and over again. So I would suggest that an error rate for a service business process that is 1 – 0.999 or less would be satisfactory. You can see I have a ways to go.

I have a kind of international scale that I keep in my head, based simply on my experience. I think that service businesses like Disney operate at a pretty high level and can deliver their products and services in an effective and consistent manner. I would give them a 9.6 on my (arbitrary) International 0-10 Scale. I would give the Ottawa Senators (a group I founded) a score of 7.5 or about the maximum that an Ottawa-based company that sells largely into the local community can achieve. There are limits on local companies simply because they can never focus the resources on their activities that international firms like Disney can.

But I suspect that the great majority of the service businesses I work with in Ottawa operate at a score of less than 1. Let me tell you why I think that.

Recently, one of our REALTOR teams ordered signs from a local firm (lets call them Acme) that has been doing signs for us for quite a while. This REALTOR team is made up of two salespeople, a married couple (lets name them Bill and Betty). Recently, their business has been booming: they signed up three new listings and it looked like they were going to soon have four more. So they ordered ten new “FOR SALE” signs from Acme—each sign has to have Bill on one side and Betty on the other.

It takes three or four business days to order signs, approve the artwork and have them delivered. Yet when the signs arrived, it turned out that the sign company had produced five signs with Bill on both sides and five with Betty on both sides. Now obviously this is an atrocious waste—to cover off each of their clients, Bill and Betty would have to post two signs per property. I mean part of the reason for being part of a team is that if people can’t reach Betty they can try Bill and vice versa.

The sign company was good about it; they showed up the next day, took back the defective signs and promised to put a rush on things.

Two days later, sure enough, they showed up with ten new signs, Bill on one side and Betty on the other. Only problem was: they forgot to put the grommets in and the signs were useless. Betty and Bill couldn’t hang them. So out they came again, took them back and the next day, the signs were done properly.

Now I suppose one might say this is a trivial problem; but not to Betty and Bill and not to their clients who depend on them to sell their properties on a timely basis. There is a human story behind each of these transactions—people are moving to find work, they are downsizing, they can no longer afford their homes and need to sell before the Bank puts on POS (Power of Sale) on their home, they are moving to a retirement residence, they have bought another place, … It may seem trivial but not to the individuals involved.

And it is certainly not trivial when you repeat this type of error throughout the company.

It took Bill and Betty more than two weeks to simply install “FOR SALE” signs on their new listings, completely unacceptable to their clients, many of whom were frantic by that point. (Even in the Internet Age, signs are still one of the most important marketing tools that REALTORS use.)

I think if service businesses in Ottawa (and elsewhere) actually started measuring these things, they might find that their defect rate is as high as 1 – 0.31, which means they are achieving a one-sigma level of proficiency with an error rate that is, basically, equivalent to two out of every three things they do are wrong (actually, it is 2 in 2.899 but at that point who cares, it’s pathetic.)

Recently, we have started to use more checklists. It turns out that simple, easy-to-follow checklists are one of the most effective and affordable ways to improve performance. You would think, for example, that an OR surgeon or nurse would not have to be reminded to wash their hands before operating on you but it turns out they do. Implementing a simple checklist in hospitals has been show to cut down post operative infection rates from around 10% to zero. That is a meaningful change.

Imagine if the Acme Sign Company had a checklist that said (among other things): “INSTALL GROMMETS BEFORE DELVIERY”. 

If you can’t get your firm to operate at six sigmas, try for three. The impact on your customer satisfaction level and retention rate will be fantastic, not to mention the improvement to your bottom (and top) lines.

Prof Bruce 

ps. Don’t think checklists are important? Be glad that every pilot and co-pilot, no matter how experienced, go over their checklists before every takeoff and landing. Also, when a plane gets into trouble in-flight, a checklist that is relevant to that emergency may save the lives of everyone on board. (Astronauts, who train for their missions for years, use checklists for practically everything. For example, before they fired up the engine on their lunar module, you can be sure they would have gone through their checklist. They only had one shot at getting it right. You could do worse than follow their lead.)

pps. here are my simple calcs:

Six Sigma Processes 

Six Sigmas 0.9999966
Error Rate 0.0000034
1 in 294,118 

One Sigma 0.31
Error Rate 0.69
1 in 1.45
2 in 2.898550725 2
3 in 4.347826087 3 

Weeks Worked 50 per year
Days Worked 275 per year 5.5 days per week
No. of Meetings 1031.25 per year 3.75 meetings per day
No. of Meetings Missed 1.5 per year
Error Rate 0.001454545
1 in 687.5
Sigmas 0.999
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A Humorous, Yet Apt Description of What a Human Being Actually Is 
Posted on Sunday 30 May 2010 

Here is a description (by author Neal Stephenson from his novel, Cyrptonomicon, pp. 315/316) of what the corpus erectus of a human being is actually made of. It is one of my favorite, laugh-out-loud paragraphs from that WWII adventure story (which has a contemporary theme mixed in as well).

Next time you are in an important meeting and, if you are feeling a bit intimidated by the attendees, think back to this blog post and realize that folks are all put together pretty much the same way, have the same feelings and worries and put their ‘pants on one leg at a time’ just like you do. It is also a reminder of what a miracle life is and how powerful the human brain is:

“ The room contains a few dozen living human bodies, each one a big sack of guts and fluids so highly compressed that it will squirt for a few yards when pierced. Each one is built around an armature of 206 bones connected to each other by notoriously fault-prone joints that are given to obnoxious creaking, grinding, and popping noises when they are in other than pristine condition. This structure is draped with throbbing steak, inflated with clenching air sacks, and pierced by a Gordian sewer filled with burbling acid and compressed gas and asquirt with vile enzymes and solvents produced by many dark, gamy nuggets of genetically programmed meat strung along its length. Slugs of dissolving food are forced down this sloppy labyrinth by serialized convulsions, decaying into gas, liquid, and solid matter which must be regularly vented to the outside lest the owner go toxic and drop dead. Spherical, gel-packed cameras swivel in mucus-greased ball joints. Infinite phalanxes of cilia beat back invading particles, encapsulate them in goo for later disposal. In each body a centrally located muscle flails away at an eternal circulating torrent of pressurized gravy. And yet, despite all of this, not one of these bodies makes a single sound at any time during the Sultan’s speech. It is a marvel that can only be explained by the power of brain over body, and, in turn, by the power of cultural conditioning over the brain.”
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General George Patten, “Old Blood and Guts” (from: sfcmac.files.wordpress.com/2008/11/patton-field-commander.jpg)
Prof Bruce
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2017 Celebration—National Boardwalk 
Posted on Thursday 27 May 2010 

A Proposal
Canada will celebrate its 150th Anniversary in 2017. As part of the celebration of that historic event, Canada could construct a National Boardwalk to link together the marvelous institutions that dot the shoreline of the Ottawa River such as the Canadian War Museum, the Canadian Museum of Civilization, the Parliamentary Precinct, the Royal Canadian Mint along with other attractions such as the Byward Market, Rideau Falls, Rideau Canal, University of Ottawa and much more.

Here is a look at what, if constructed, would become the largest boardwalk in the world:
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(The National Boardwalk is shown in brown above.)
The current world record holder for the longest boardwalk opened on June 26, 1870 in Atlantic City, New Jersey and currently runs 4 ½ miles in length. The new, longest Boardwalk in the world would link the cities of Ottawa and Gatineau, the Provinces of Ontario and Quebec and open in 2017, the 150th Anniversary of Canada’s founding. 

Points Connected:
Ottawa River
CDN War Museum
Chaudierre Island
CDN Museum of Civilization
Parliament Hill
Fairmont Chateau Laurier
Ottawa Rowing Club
The Royal CDN Mint
Rideau Falls
Rockcliffe Pavilion
Rideau Canal
University of Ottawa
Major’s Hill Park
Nepean Point
Aga Khan Foundation
National Art Gallery of Canada
Byward Market
Alexandria Bridge
Casino du Lac Leamy
Hilton Hotel
Plage (Beach) du Lac Leamy
Gatineau River

Potential Length:
10 km +/-

Approximate Cost:
$2 million per mile (2007 est. for Milford, CT.)

~ $1.65 million per km (2010 est.)

~ $16.5 million + soft costs (30%) for a total of $21.45 million for the boardwalk (est.)

Other Opportunities:
The National Boardwalk would be built at public cost but proposals from other parties to develop sites along the National Boardwalk might be expected.

Possibilities exist to develop 3-season Pavilions. Pavilions could be focused on (for example)—CDN arts, dance, concerts, film, festivals, history, wine and foods, green and other tech, education, Provinces, Territories, food and beverages, entertainment, etc.

Possible Season:
May Day to Thanksgiving Weekend

Spring—Summer—Fall (Closed in Winter)

Potential Transit:
In addition to pedestrian traffic, OC Transpo could be solicited to operate a small electric trolley system along or next to the Boardwalk.

Lasting Legacy:
A National Boardwalk celebrating Canada and its people would be an impressive and lasting legacy meandering along one of the most scenic rivers in North America and connecting points of historic and national importance. The National Boardwalk could last (as in the case of Atlantic City and subject to regular maintenance) 150 years—until the 300th Anniversary of this nation.

Author:
Dr. Bruce M. Firestone, B. Eng. (Civil), M. Eng.-Sci., PhD.
Founder, Ottawa Senators
Entrepreneur-in-Residence, Telfer School of Management, University of Ottawa
Executive Director, Exploriem.org
Real Estate Broker and Mortgage Broker
Partners Advantage GMAC Real Estate, Brokerage
Email: bfirestone@partnersadvantage.ca
Internet: www.OttawaRealEstateNews.com, www.PartnersAdvantage.ca and www.Exploriem.org
Blog: http://www.eqjournalblog.com/
Twitter: http://twitter.com/ProfBruce

Date: May 27, 2010
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Data Backup and Storage—Paper Based Storage the Answer? 
Posted on Sunday 16 May 2010 

Bokodes from MIT Media Labs Might Help
Introduction
Many people think that the late 20th Century and perhaps all of the 21st Century will be known some day in the future as the big void—because this era will leave the fewest records of any humans to live on the planet in the last 10,000 years of (mostly) recorded history. Even our great ancestors from the Paleolithic era have left behind cave paintings that, 30,000 years later, are still readable.

The e-media we rely on today to host most of our data, our art, music, video and now film too, is inherently unstable; it can be fried by the sun, magnetic or electrical fields, microwaves, heat sources and so forth. Even without external disruption, they degrade anyway (despite what Hard Drive, CD and DVD manufacturers say, their life useful expectancy is probably in the order of ten years without significant degradation or outright failure).

And then there is the problem of legacy systems. Imagine if you had stored all your data on 8 track cassettes? It would be pretty hard to find an 8 track reader today or perhaps the software you used to encode the data is no longer viable. 

It turns out that acid free paper stored in a humidity controlled environment, away from the sun and the elements, lasts longest. For example, the Dead Sea Scrolls are more than 2,000 years old and still readable. Written on parchment (with some written on papyrus), they are the oldest known surviving biblical documents. 

Try to achieve that with a Flash memory chip.

Even analog media like film stock or microfilm, some of it less than 40 years old, suffers significant degradation in terms of its sound, colour and visual acuity and requires extensive and expensive reworking to preserve it. The best way to preserve classic films and other important data is probably on paper in some type of digital form.

This is where a new product from MIT Media Lab, Bokodes, might prove useful. 
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A smartphone camera (plus some decoding software on your computer) are all that is needed to capture the data stored in a Bokode chip. The photo can be taken from a few feet away.
The Bokode is just 3 millimetres in diameter and can contain over 10 MB of data. It uses the angle of reflected light to encode an amazing amount of information in a tiny piece of real estate.

Intended to replace barcodes, the Bokode might do a great deal more than simply convey the price, origin and best before date of a product. It could contain assembly instructions, a user manual, the chemistry of a product, its ingredients and much more. 

Another advantage of MIT Bokodes—they can be decoded using a smartphone camera and some downloaded software so the infrastructure for a rollout of the product and its widespread use are either already in place or could be without much difficulty. 

And the Bokode might be useful in at least two other ways: firstly, to store information in a way that is stable and long term and, secondly, to permit people to efficiently transmit large amounts of data electronically, a replacement for or adjunct to ZIP files perhaps. 

Bokode Analysis
Assuming that each Bokode contains 10 MB of data and that they can be tightly packed on a single 8 and ½ by 11 (inch) piece of paper (losing only 30% of the page to spacing and margins), you could store 59.7 GB of data per page. That’s enough room for nearly 15,000 songs, 3 complete films (films worth preserving) or more than 10,000 (typical) books. 

Put another way, you could store all 18 million books in the Library of Congress on just 1,754 Bokode pages.

Current MIT estimates of the cost to produce each Bokode chip is about 5 cents (on a volume basis). So each Bokode page might cost about $300. Now for that price these days, you could store a TB of data on a Hard Drive or nearly 17 times as much as a single Bokode page but again you have the problem of long term viability. A piece of acid free paper with Bokode optical chips on it might last a great deal longer. What value do you put on a viable copy of the Wizard of Oz, 500 years from now?

What makes the Bokode potentially attractive for longterm data storage is the assumption that as long as you can see them, you can strip the data from them; they rely solely on image processing and require no power themselves. If Bokode chips are physically stable for long periods, they should still be readable far into the future. Perhaps if you coat each chip with amber, you could preserve them (in the right environment) for as long as mosquitoes have been coated with amber and preserved that way (as much as 150 million years.)
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Mosquito in Amber
The calculations for the above can be downloaded from: http://www.eqjournalblog.com/BokodeMITMediaLabsDataStorage.xlsx. They are also reproduced below at the end of this essay.

Another interesting side effect of Bokodes is that a page of them in image format with a decent resolution might only be .7 MB. Thus, if the limit on attachment size for most email programs is say 10 MB, then you could attach 14 Bokode pages to a single email. That means you are transmitting more than 850 GB of data as an attachment to a single email—which would be quite an efficient way to circulate data on the Internet. 

It would also be more secure since the data is in an image format.

MIT Media Lab could create a Bokode ecosystem much as Adobe did for its PDF Writer and Reader. The Bokode Reader would be free for everyone to download while MIT might charge a royalty on each Bokode Writer. So you could perhaps write your entire data stream into Bokode images, store them safely and efficiently and move them around (electronically) quite effectively as well.

Conclusion
So maybe we need to reconsider what we are doing and relearn how to create more permanent records of important work. Perhaps we should be digging up historical artifacts, photographing them (as Bokodes of course) and recording salient features and then putting them back in the ground from which they came instead of in museums, no matter how carefully stored. 

Earthquakes, fires, a breakdown in civilization, an airplane or truck crash carrying valuable artifacts, all manner of causes could scatter or destroy the historical and geological record for all time. 

We can not even solve a problem such as how to accurately communicate with future generations over a geologically brief period of time such as 10,000 years; all human languages evolve far too quickly to reliably communicate over periods that are far shorter than this. We can not warn future persons or beings that danger lurks within (for example that they are approaching a nuclear waste depot) over this kind of time period. 

It’s been just 400 years since the death of William Shakespeare but think of the change in the English language in that time. In another 400 years, no one except scholars will be able to read and understand Bill’s plays and sonnets as written by the Bard. This is an intractable problem.

Our civilization depends for its survival on the reliable, accurate communication of human knowledge from one generation to the next. Humans are uniquely unsuited to survive without these passed-along skills so this is not a trivial issue. (See for example, TEAMWORK IN 10TH MILLENNIUM BC, http://www.eqjournalblog.com/?p=862.) So perhaps just as important as burying nuclear waste in deep salt mines to manage that problem for 100,000 years or more, we should be looking for places to safely store human records for the longterm using various technologies and locations. 

Prof Bruce

Ps. Yes, we try to make paper copy backups of most of the material we feel important enough to preserve.

Pps. Another thought: Bokodes could be used for jewelry. Imagine giving your girlfriend or wife an amber encased Bokode on a pendant with all your most important shared photos, letters, music and thoughts that could stay in the family for 500 years and still be readable then.

Sources: Bloomberg Businessweek, May 16, 2010 and http://web.mit.edu/newsoffice/2009/barcodes-0724.html.

Bokode Spreadsheet:
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Dot diameter

mm
Dot radius mm
Dot area sq. mm.
Page inches 215.9 mm width
0 inches " 2794 mm height
Area sq. mm.
Margins/Spacing
Net Area sq. mm.
per page
Data per Dot 0 ME
Data per Page MB

B

0 Terrabytes 16.73998
Typical Song 0 ME
Number of Songs per Page
Typical Video 0 ME 5 minute video
Number of Videos per Page

Typical Movie

0 minutes 40 videos/movie

Number of Movies per Page (Multiple copies of the "Wizard of Oz' per page!)
Typical Book (with some images) ME 300 pages 19.4 KE per page
Number of Eooks per Page

Number of Books in Library of Congress

Number of Pages Needed to Store LOC Books

Cost per Dot estimate

Cost per Page estimate

Cost to Store LOC Books estimate

You could store up to 0.059737227 terrabytes on a single piece of paper

using the new MIT Labs Eokode system. Paper based storage is still the
bestway to store data on a longterm basis: measured in decades or
centuries.

To read the pages and recapture the data, just run them through a scanner of take a picture of each page
with your smartphone camera and, presto, you have the song, film, video, book,
article, photos, etc.

http://web.mit.edu/newsoffice/2009/barcodes-0724. html

Using an out.offocus digital camera, the data stored in the Bokode chip can be easily detected, even from a few meters away.
Photo courtesy / Media Lab Camera Culture group

Abook thatis all text might be 1 to 2 ME while a book with many images could be 10 ME so | chose 5.8 MB
to represent a typical book in the Library of Congress.
An all tex page could be

while an all image page might be (low res) to 2 ME
If we assume that each image is say and there is one image 20 pages
and the average book is

then the typical bookis images 0.57 ME

for a total of per book

Let's assume that the image size for one page full of bokodes is 700 KE 2

That means if a typical email permits up to 10 MB

then you can attach many pages of bokodes per email: 14 pages

With one email, you can now send
alot of data by decoding bokodes.

S0 bokodes could also be used by creating a bokode image generator and decoder; these bokodes would not
actually be produced. They would simply be an efficient means of moving large amounts of data
around on the Internet. You can send 253.4 GE per standard email.

Because bokodes are images, the data would be quite secure one assumes.
MIT Labs could produce a Bokode generator where any data could be converted to Eokodes and
a Bokode decoder that would reverse the process much as Adobe has a Writer and a Reader.




