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Preface

Whether it is through a desire for better work flexibility, a way to make some extra
money, redundancy, or a change in career direction, freelancing and contracting are
increasingly attractive options for software developers who create anything from databases
and websites through to phone apps and enterprise systems. Drawing from my time

of learning lessons the hard way, this book is written and designed to inform software
developers at all levels of experience about the business side of freelancing and how
approaches to implementing software are as much of a business consideration as more
traditional business activities, such as marketing and business planning.

For students, freelancing offers an ideal opportunity to earn and learn, with the added
benefit of work-based learning being accepted by many courses as a contribution toward
the final qualification. Known as APEL (Accreditation of Prior Experiential Learning),
this experience can count for as much as the majority of a qualification if it can be proven
that the majority of the course content is learned through experience from work. With most
students being young and free of financial commitments (or at least fewer commitments),
the main benefit of freelancing is to gain a better position in the job market through CV
enhancement and gaining the types of experience that can be used to impress potential
employers at interviews. Payment is always nice, but the primary focus for students should
always be on building the type of experience that will open future opportunities.

Those who are already working in the industry are likely to find themselves at one point
or another in the position where moving into a freelance career is a desire or the only
option, but is nevertheless something scary. Unlike students, professionals have to earn
real money to pay their bills, hence do not have the luxury of being able to accept work
regardless of their budget. This means that professionals need to have more focus on
getting the business aspects right to remain profitable. Unlike students, more experience
of the same type of work doesn't add any strategic value when it comes to making more
money in the long term.

Being successful as a freelance or contract software developer isn't just about having
knowledge of standard business practices in addition to having programming skills.
Freelance developers need to understand how to integrate software development methods
with their chosen business model. With software technologies changing and adapting

on a regular basis, freelance software developers need to keep up to date with anything
emerging in their field that may affect how they implement their business strategy or risk
becoming irrelevant overnight; this is ever more true when working with open source
technologies, especially with recruiters for contract roles seeking people with experience
of the latest buzzword.
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With most people considering the option of going freelance coming from a background
primarily of permanent employment, it is all too easy to make decisions that are highly
biased toward their technical experience. Likewise, those who have a background
primarily in business development can also be vulnerable to making decisions that are
too biased from a traditional business perspective. Being successful in freelance software
development requires the knowledge of both disciplines to be combined in order to
achieve the best outcome. This allows the identification of profitable business strategies
that can be implemented in ways that minimize risk.

The focus of this book is to provide an insight into freelancing and contracting, written
from a freelance software developer's perspective. With chapters designed to take you
from everything you will need to start your freelance business, through to best practices
for software development and dealing with clients; you will learn how to avoid costly
mistakes by becoming efficient in the way you develop your code, along with how to
manage your clients and the people you work with. You will also learn about the strategic
business side so that you can clearly identify your approach to win and deliver the type of
work you want, along with developing partnerships and other resources you will need to
be successful and profitable.

When establishing your freelance operation, you will need to undertake adequate
preparation. The chapters of this book are arranged in a logical order that is likely to
reflect the different activity stages you will need to engage as you progress. Each section
describes the specific activities you will need to be aware of, allowing you to build a
business plan that you can continually refer back to in order to keep focused on your goals
and see how opportunities are progressing and developing.

What this book covers

Chapter 1, Introducing Freelancing, covers the main considerations to you need to bear in
mind for making the move into freelance programming. It introduces the different entity
options to operate under, along with considerations for running activities in the early days
and the types of freelancing to match your aspirations.

Chapter 2, Positioning Yourself in the Market, covers the considerations required to find the
type of work you want and are best suited to. The chapter highlights how to review the
market for creating a plan that identifies opportunities for you to carve your niche to win
the types of client you can be successful with on both financial and technical levels.

Chapter 3, Defining Your Business Model, covers an exploration of different business models
and how they can be applied to your freelance business. You will learn how to create a
business model canvas that identifies important elements of your business concept, from
strategic partners to customer relationships and key activities.

Chapter 4, Creating a Brand, delivers an introduction to the concept of branding and how it
can be applied to all parts of your freelancing, from the creation of your business model
through to marketing and project delivery.

2<
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Chapter 5, Networking, Marketing, and Sales, presents the options for marketing programming
services to your target audience. You will learn the specific differences between between
networking, marketing, and sales, as well as how they complement each other.

Chapter 6, An Introduction to Client Types, shows how to identify common traits of clients
in order to quickly build a picture of who you are dealing with. You will learn how

to use information gained from observations to your advantage when it comes to risk
assessment, negotiation, pricing, and project planning.

Chapter 7, Managing Clients, covers learning how to work with clients at each stage of a
project to avoid problems that can occur. Discover how risk management, complexity
measurement, client analysis, and expectations management can be used to lead projects
to a successful outcome.

Chapter 8, Negotiation, introduces a framework for achieving a fair conclusion in
negotiations that allow both sides to win. Most importantly, this understanding of
negotiation will help you to avoid costly mistakes that impact your finances and
reputation.

Chapter 9, Software Development Resources, Patterns, and Strategies, presents approaches
to programming that provide benefits for flexibility and coping with changing client
requirements. This chapter shows how to strategically construct code to reflect the
challenges you are likely to face in your freelance projects.

Chapter 10, Software Development Methodology, introduces the standard processes of software
development as used in industry. This chapter compares these different approaches to
identify the types of situation they are best suited to. You will learn how to take the best
of everything to incorporate into your own methodology.

Chapter 11, Creating Quotes and Estimates, covers avoiding the pitfalls of using a lowest price
strategy or guestimates when bidding for work. This chapter will show you how to use
information analysis to identify a profitable price to charge for your work.

Chapter 12, Project Management, shows how to apply everything covered in the
earlier chapters to projects in ways that strategically protect you. Methods to clarify
communications, implement formal processes, identify the right people to allocate,
and more are discussed.

Who this book is for

Going down the self-employed route in software development offers many opportunities
to develop awareness and skills to enhance your career. Whether you are a student
currently studying software development or a veteran software developer already

in the industry, this book provides you with insights you need to avoid the pitfalls of
self-employment and to succeed with software projects that are profitable and sustainable.

3<
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Conventions

In this book, you will find a number of styles of text that distinguish between different
kinds of information. Here are some examples of these styles, and an explanation of their
meaning.

New terms and important words are shown in bold.

Lists
Lists appear like this

Make a note

Warnings or important notes appear in a box like
this.

/

Reader feedback

Feedback from our readers is always welcome. Let us know what you think about this
book—what you liked or disliked. Reader feedback is important for us as it helps us
develop titles that you will really get the most out of.

To send us general feedback, simply e-mail feedbackepacktpub.com, and mention the
book's title in the subject of your message.

If there is a topic that you have expertise in and you are interested in either writing or
contributing to a book, see our author guide at www.packtpub.com/authors.

Piracy

Piracy of copyrighted material on the Internet is an ongoing problem across all media.
At Packt, we take the protection of our copyright and licenses very seriously. If you come
across any illegal copies of our works in any form on the Internet, please provide us with
the location address or website name immediately so that we can pursue a remedy.

Please contact us at copyright@packtpub.com with a link to the suspected pirated
material.

‘We appreciate your help in protecting our authors and our ability to bring you valuable
content.
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Introducing Freelancing

Instead of jumping head first into starting your freelance activities, the first steps should

be based around investigating whether freelancing is right for you. With there being many
ways to engage freelancing activities to suit your ambitions and commitments, freelancing
provides the flexibility to be a full time or part time supplementary occupation, both offering
different levels of risk and opportunities regarding finances and your commitments to
operating as a freelancer.

The freelance lifestyle

The life of the freelancer is often one that is misunderstood by those outside of the
profession, the typical image of the freelancer being a guy/lady of leisure who chooses
their own working hours, takes seven holidays per year, gets the opportunity to travel to
luxury locations for work and gets paid lots of money.

Whereas this lifestyle can be the case for the lucky few, the reality is that the freelance
lifestyle typically requires a higher level of commitment, discipline, and knowledge of
business than the equivalent employed position. Most freelancers don't work 9 to 5, but
more likely whenever to whenever, which usually means longer overall working hours.
Holidays are usually restricted to fit with the work and cash flow situation, meaning that
work will always dictate when it is best to take a holiday and not when a freelancer feels
like it—and there is no holiday or sick pay either!

Not all is as tough as it may sound, especially if you enjoy your work and manage

your finances well. Pay is typically significantly better than the equivalent employed
position on a per hour worked basis, which can be good for your bank balance if you

are able to secure the volume of work, whether it be from a longer term project or several
smaller projects. A word of caution regarding evaluation of finances is that unlike being
employed, the amount as a freelancer will vary each month depending on how much work
you are able to secure—so make sure you have enough saved for months to cover where
you have little or no work! This is especially the case when working on more demanding
projects in which there will a time lapse between completion of the project and finding

the next work source.

As a freelancer, expect to work in a wide range of places, from being invited to travel
around the country or overseas, to more 'unique' places such as the company basement.
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Providers of freelance projects will offer different levels of luxury to freelancers, the best
often being the bigger well-known companies who have bigger budgets to spend—so if
you're wanting to get involved with projects that take you to sunny places instead of the
company basement, these are the companies that you want to freelance/contract with.
The only issue is that these types of opportunities are much more difficult to win and
you are likely to have to start at the bottom of the freelance work chain—building your
portfolio and freelance experience with many smaller and usually less prestigious projects
before you are even considered to be considered as a candidate by one of the bigger luxury
organizations. In addition to your portfolio, you should consider looking at how you can
build your network of contacts in the right places, allowing you to be recommended for
the types of opportunities you desire, as they open.

Is freelancing for you?

It sounds like an easy question, but whether freelancing is the right option for you needs
some careful consideration and answers to more detailed questions. Questions you should
ask yourself are:

» Can you afford to be a freelancer?

» If you have children or relatives who rely on your earnings, will they
suffer if you develop cash flow problems?

» Does your current financial situation give you enough margin to cope
with situations where payments are delayed?

» You don't want to be in a situation where you lose your home because a
few of your clients are late paying their invoices

» Health is an important factor to consider:

» Are you healthy enough to invest the required effort to succeed as a
freelancer?

» Can you afford health insurance if you are not living in a country with a
socialized medical system?

» Can you handle being a freelancer?

» If you like/need a regular work pattern, then freelancing probably
isn't for you. Many projects will require phases where you need to
work late and work flow isn't always constant enough to ensure that
you can always work set hours on the types of work you want to be
doing and are getting paid for

» Do you have a passion for the services you intend to provide? If you're
in it just for the money, you would be better getting a regular job that
pays a good salary. If you have skills that are in demand and difficult to
find, there's no reason why you shouldn't be able to secure a job with a
salary that is significantly higher than the average programmer's salary

» If you can work well under pressure, then you will cope with many
scenarios you will encounter as a freelance programmer

6<
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» Can you handle working overtime when everyone else is out enjoying the
sun? Working in that company basement at the weekend on a hot day
can be extra fun!

Do you have good business acumen?

» By being a freelancer, you are in effect being your own business, hence
the need to make good business decisions, develop good strategies,
and know how to keep your services profitable. If you fail at any of
these, you will get into difficulty that will cause you problems on both
a professional and personal basis

Do you see the bigger picture or just the next step?

> Being able to see the bigger picture of all aspects of the projects you
are involved with is an important part of being successful in a freelance
career, especially when it comes to programming. This isn't restricted to
your technical skills, but also for how everyone else fits within projects,
and management of political issues

How well can you communicate?

»  Success of a project will always depend on good communication. You
need to be able to extract the right information from clients to get the job
done efficiently and profitably, as well to do the 'right' job. You will also
need to be able to adjust your communication style for different types of
clients—see Chapter 7, Managing Clients

Can you be assertive if required?

» Although not always required, it's important to know when and how
to be assertive when required. It's not always good to be assertive with
clients, but sometimes this is a requirement in situations where clients
are taking advantage or pushing you into a situation that is unacceptable

Are you confident?

» If you don't show confidence in yourself, then potential clients won't
have enough confidence to hire you—and those who do will quickly lose
confidence or look to take advantage

» Being able to accept rejection and persevere without being demoralized
is an important quality—especially in the early days when you don't have
a strong enough portfolio to stand out from the competition. An ability
to accept rejection and embrace criticism will allow you to adapt and
persevere until you get hired; this is ultimately a numbers game, where
you increase your chances of being hired with each project/contract
application—using your response to previous feedback to further
increase your chances

7<



Introducing Freelancing

Defining your motivations

Knowing your motivations for freelancing will help you to focus on achieving your
ambitions. The following are some of the reasons that have motivated people to get
into freelance software development:

Boosting employability

Keeping in mind that the purpose of freelancing doesn't have to be a permanent
arrangement, freelancing to boost your employability can be a smart move in times where
the jobs market has more applicants per job and fewer jobs available. Graduates often suffer
the most from this dilemma, as the jobs they seek demand a level of experience that isn't
gained from the lecture theatre, which puts them at a disadvantage when they are competing
against people who already have several years of experience.

Freelancing to boost employability isn't primarily about getting the best payment rate, but
about strategically building your employability portfolio, so make sure to keep focused on
only seeking and accepting the type of work that adds value to this—anything that doesn't
fit this motivation will only increase the amount of time it takes you to get to the level of
employability that you require. Elements of your employability portfolio you should be
aiming to improve through freelance activities should include:

A list of people who would be happy to provide you with a reference:

» People who are willing to recommend you to people they know

» Hands on experience of skills specified in the job adverts you plan to apply for
» An understanding of how businesses work
>

Useful information to use at interviews that demonstrates both your technical
and business process awareness

Not to be confused with volunteering or contributing to open source projects, freelancing to
boost employability should be specific about where your involvement and responsibilities
start and end. The following are some suggestions on what you should make clear to your
freelance clients:

>» Payment: Never work for free, as this risks you being perceived as free labor
which can generate the perception of your time not having value

>» Rate: The rate you charge for your time is a signal to clients how much you
perceive yourself to be worth; setting a rate that is too low can lead to a perception
that you don't value your skills to be at the same standard as people who charge a
higher rate—or that what you are providing isn't worth paying a premium for. At
the same time, smaller businesses are not able to afford the same types of rates that
bigger businesses can afford, hence you should research the standard rate for the
market segment you are targeting; standard contractor rates in northern England
are in the region of £300 per day for mid-weight PHP contract roles in established
higher turnover organizations, but you may struggle to get half of this rate for
projects with small start-ups, simply because they don't have the cash
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» Time: Specify the duration of your availability in terms of days and working
times, as well as the duration of your project involvement. This avoids you getting
involved in situations where clients are expecting you to provide support far beyond
completion of the project and interrupting your other freelance projects or the job
you eventually win

» People: Be specific about who you want to be dealing with on the project. For the
purpose of boosting your employability, you want to be gaining credibility with
people who are influential and are well connected, hence being in the position
where they can recommend you and provide you with leads. Additionally, you
want to ensure that there are specific procedures on how and who contacts you
with details relating to what you are being asked to produce; the last thing you
want is for people with no authority asking you to develop features that aren't
authorized by key decision makers in the client's organization, which could then
reflect badly on you and affect your chances of being recommended

» Tasks: Make it clear what you do and don't do. People often make assumptions
about what your job role include, which can lead to clients becoming unhappy
when they perceive that you have been lazy by missing out important parts of
their requirement. An example of this is that a lot of people think that a web
designer also does SEO (gaining high positions on Google), web development,
database development, and everything else to do with websites—leading to
situations where they complain that the website they have purchased isn't on page
one of Google, where this wasn't part of their request. Regardless of who is right
and wrong in this scenario, customer dissatisfaction will only result in you not
being recommended and possibly causing negative word to spread about you,
which goes against your motivation of boosting your employability. Avoid this
by clearly stating what you do upfront, even if you believe that the client already
knows—stating it to them, preferably also in writing for future reference, avoids
any scope for confusion that is detrimental to your primary motivation

Learning new skills

Whether it's learning about organizing finances, negotiation, project management, or new
software development skills, freelancing will open many opportunities for you to learn
skills that you wouldn't learn in a regular job. In addition, freelancing often offers you the
opportunities to learn the skills you want to learn, rather than the skills that your current
employer wants you to.

Where learning is a significant motivation for freelancing, consider listing the types of
skills and the reasons you wish you to learn and gain experience of them. This could
be part of boosting employability, or to complement studies on a formal course, such
as a degree. Whichever the reason for wanting to learned new skills, take some time
to consider the order and timescales to invest in learning them so that the exercise of
learning can be best applied to the purpose. For example, learning a set of skills in the
wrong order for the purpose of improving results on a formal course would have little
benefit if skills being learnt from freelancing were in the reverse order of the course,
as early course subjects will be missed from freelance exercises and knowledge gained
to be applied to later subjects in the course schedule could be forgotten.
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Taking a break

The motivation to go freelance isn't always as serious as developing a career or a main
source of income. Using freelancing to take a break from full time working provides a
solution to the following concerns:

> Employment gaps: When the time comes to go back to full time employment,
having a gap of employment on your CV is something that can prevent you
from being invited to interviews, as employers can see this as an indication of
you needing to refresh your skills in order to become productive. Doing small
amounts of freelance work during your break allows you to fill this employment
gap with details of the type of projects you have been involved with, which may
also benefit your employability due to increased exposure to complementary
skills and knowledge gained

>» Network drain: The people you know are the most important asset you have—
regardless of whether you are self-employed or employed, so it's important not
to cut your connections and to be pro-active about making sure that people
remember who you are and what you do. When it comes to getting back into
full time employment, having people who can recommend you or who may be
able to offer you a position can make the difference between having a significant
advantage for getting your next role and simply not being invited to interviews.
Additionally, working on freelance projects for an existing employer is a good
way to keep options open to return to their employment after you've taken
your break

» Outdated skills: Areas of software development such as front end web
development and games programming for consoles have a higher than usual
demand for developers to be learning new techniques and to be aware of
upcoming technologies. Taking a break of anything longer than a few months
introduces the risk of making your skills outdated by the time you decide to
return to employment, making it difficult for you to secure your next role.
Freelancing during your career break ensures that you are at least aware of new
developments and can gain exposure to them to keep your skill set relevant

Increasing financial security

Going into business of any type, whether it is freelance or otherwise, is always a risk that
starts with financial insecurity. The financial security from freelancing occurs over time, as
you become established with the right types of clients and income sources. The following
are details of factors that can combine to make long term freelancing more financially
secure—if you are successful and have the right business model:

>» Multiple income sources: Not being dependent on one employer means that if,
for whatever reason, a client decides they no longer need your services, you still
have the ability to generate income from other clients you deliver your services to.
For this to work out, you need to make sure to have:
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» The right type of clients—focus on clients who have the type of turnover
(money going into their business) to be able to invest worthwhile amounts
into the services you provide; building a business around lots of clients
who spend small amounts is both more time consuming and higher risk

» Trust and reputation—people who spend large amounts are often
motivated by buying into convenience in the sense of buying into
someone they can trust to get the job done properly and not to cause
unnecessary trouble

> Asset ownership: Developing assets that you own provides you with a significant
advantage if you develop something of commercial value, as this provides the
option to generate passive income or to sell the asset for a significant amount that
would more than justify the amount of time and resources you have invested into
it's creation:

» A major difference between the work you produce freelance and the work
you produce under employment is ownership. Obviously, the work you
create under an employer's working hours is classed as their property, but it
may also be a surprise to find that an employer can own work produced by
an employee outside of regular working hours if it is deemed to be within
the scope of their employment—that is, if you are hired as a software
developer, then software developed outside of their working hours can
also be defined as within scope of their employment. This can lead to
significant issues should you create something of significant commercial
value in your own time while under the employment of someone else

» Most freelance projects in which you are developing tailored code to
the project will have a clause in the contract to state the work you are
being paid for is owned by whoever is hiring you—this is fine and to be
expected, but make sure that ownership is only limited to what they are
paying you to write; that is, make sure that there is no scope for clients
to claim ownership of code components written outside of their project,
regardless of whether it is used in their project or not

» Passive income: This type of income occurs where you invest little or no time
for it to be generated, and is often as a result of the creation of an asset you have
created. An example of passive income is royalties from phone apps; once you
have developed the right app for which there is a demand and which supports a
revenue-generating business model, the app will generate regular income once
it is marketed correctly to persuade people to buy/use the app. Jake Birket is
an example of a programmer who set up as indie developer Grey Alien Games
(http://www.greyaliengames.com/) and makes a passive income by
developing games that he sells through his website and online gaming portals
such as Valve's Steam. Once Jake has created his games, he is not limited to how
much money he can make, providing that his marketing is able to reach the types
of people who want to play his games—and most importantly, pay for them
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>» Knowledge: Knowing your financial situation is an issue relevant to everyone,
regardless of whether they are employed or self-employed. The advantage of
self-employment in this respect is that you have full access to your financials in
order to know what you can pay yourself, and of any potential financial issues
that could occur. Although being in employment offers you legal protection
through employment rights that are not automatically given to self-employed
people, circumstances can occur in which an employer who otherwise seemed
to be in good financial health goes bankrupt, leaving their employees without
pay and looking for new work—something you should be protected against to a
degree as a freelancer by being aware of your own finances and not being solely
dependent on one source of income, like regular employees usually are

‘While not being initially the most secure option, with jobs no longer being for life and not
necessarily offering you a share of the success your work generates for them, freelancing
poses some advantages not offered by employed work—and a greater degree of security if
you succeed in becoming fully established; although it should be noted that depending on
freelancing as a career isn't for the faint hearted.

Generating a side income

Using freelancing as an activity to earn some money as an activity outside of full time
work commitments is a good way to raise money to make purchases such as holidays
and hobby interests, or even as a way to increase your savings. Without the pressure of
making sure that enough money is being earned from work activities to pay the bills,
freelancing to generate a side income allows you to take a much more relaxed approach
to how you work and therefore provides more flexibility on which work you accept.

In addition to producing code for other people/businesses, there is the option of
creating your own product. This angle has more risk due to not having any guaranteed
payment and relying on having the right product features to convince people to make the
purchase, but as a side income, this method doesn't risk financial problems and can earn
a significant amount if it pays off.

Case study: New Star Soccer

New Star Soccer, created by Simon Read is an example of an independently developed
app that achieved commercial success and even beat FIFA 13 and other high profile
sports games to win a BAFTA award. The financial success of the mobile game for
Android and 10S (iPad and iPhone) peaked at sales generating £7,000 in just one day,
and regularly earning £1,000 per day after its release—you do the math to identify how
much the game earned.

Not all was plain sailing with the game's development, which had been through several
versions until it achieved major success with the breakthrough mobile version. The first
version of New Star Soccer was created as a side project to Simon's day job working in
IT support and earned him a few hundred pounds per month in sales, which is great to
have as a supplementary income to a regular salary and emphasizes the flexibility offered
by starting your self-employment on a part-time basis.
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Within three years of developing the game as a side project, New Star Soccer 3 was able to
generate an average income between £2,000 and £3,000 per month. The sales statistics at
this point were enough to convince Simon that taking redundancy from his full time job to
concentrate on his game project full time was now viable financially, and resulted in him
making his side business full-time. With the project now being Simon's sole income for
him and his wife, working on the project was now more serious and not just a hobby that
happened to make some income—with the need to make sure that income continued to
come in so that bills could be paid and food was on the table, Simon had to work 12 hour
days at the expense of a social life. Despite the minor sacrifices for making the project a
full-time business, Simon enjoyed a successful first year with continued sales of his game
and his wife helping with the admin side.

Although the project had been successful, problems started to hit after Simon was given
a £17,000 tax bill for the sales generated by New Star Soccer 3, as well as poor sales of
versions 4 and 5 of New Star Soccer and an unsuccessful experiment to launch several
separate games outside of the football theme; namely New Star Grand Prix and New
Star Tennis. Simon's saving grace was the inclusion of his game Super Laser Race in a
game bundle distributed by Valve's Steam game portal; this alone generated £14,000 in
just one week and allowed Simon to pay off his debts.

Serious success in Simon's game business didn't return until the release of the mobile
version of his New Star Soccer series, which has regularly generated income of £1,000
per day and as much as £7,000.

Several lessons can be learned from the case study of New Star Soccer:

» Starting a project part-time allows for experimentation to identify where niche
demand exists for software products at minimum financial risk to yourself

> Income generation from developing software products requires time to grow,
so don't quit too early

» Software projects become a lot more serious when you make them into a full time
job, so be prepared to commit serious time, potentially at the expense of a social
life in the early days

> Software products need time to mature inline with what users are willing to pay
for, hence the first release is unlikely to be the one that everyone wants. Make
sure to adapt your software product in response to real user feedback—not just
on your own belief

» Making the wrong software product is costly, if not financially disastrous.
Make sure to perform market research to identify what there is a demand for
before you even start the design process, never mind writing the code

»  Successful sales will never be constant, so make sure you keep savings to
accommodate dips in sales and unsuccessful product launches

» Tax is one of the only things in life that can be guaranteed, so make sure you set
aside money you make from your software product sales to cover tax bills at the
end of the year
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» Selling software in volume is the key to making significant income. Make sure

to have your software available on portals and software stores that your target
customers will be looking on to make purchases

Freedom

Freedom comes in many forms, and with being self-employed as a freelancer, the ability
to choose the types of projects you work on that fit the lifestyle you want can be one of
them. The following are some of the factors that dictate the level of freedom you have
on projects:

» Working times: Projects that don't require you to work on-site often allow

you to choose your own working times, which can be useful for managing your
work around life commitments such as family. Flexible working times are also
important for being able to manage multiple projects, making sure that you
aren't dependent on only one source of income

Projects: With the flexibility to pick and choose who you work for and what

on, you have control over what work you get involved with. If a project or client
sounds like too much trouble, you have the ability to turn down the work in order
to look for something that's likely to be less hassle. Additionally, there are also
your own projects that you may want to develop for sale, which an employer may
not be want you to create under their employment; using freelancing to support
this project, you can take full control over what you develop

Implementation: Depending on the type of projects you are involved with, there
is often a level of freedom for you to decide how to implement what you are
being hired to create. This could be in terms of the programming languages you
use, frameworks or programming patterns. For your own projects, you also have
the freedom of deciding which features are to be developed as part of the product

With such levels of freedom, it's easy to become undisciplined to a point
that affects your work performance. Where you have freedom to choose

when you start work, it's important to make sure that the work gets done,

\ so if you start work late, you must have the discipline to make up the

time and even work extra hours where required. Where you have freedom

on how to implement a project, you also need to be disciplined to make
sure that the code you develop is maintainable and is a good setup for the
client—not necessarily what best suits you.
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Alternative to unemployment

Facing unemployment is a prospect that most people would want to avoid. For those who
are already unemployed and are struggling to get back into work for whatever reason,
freelance software development has several benefits:

> Finances: It's not difficult to secure an amount of work paying more than what
the state may pay to support unemployment. With software development being a
specialist skill that's in demand, securing a rate for your work that's at least double
minimum wage isn't difficult—even if you have much to learn about software
development. At the time of writing, typical UK freelance programmer rates start
at roughly £15 per hour and rise up to £40 per hour for more experienced and
established software developers

> Employability: As mentioned already, freelancing may not be the permanent
goal, but it adds value to your work history and CV by providing you with hands
on experience that you can both write and talk about, allowing you to appear
more convincing to potential employers

>» Reputation: Making contacts through your freelance activities is a useful asset
to securing future work, whether it be employed or on a freelance basis. If you
are good at what you do and are able to impress people with what you create,
people will naturally recommend you to people, which opens opportunities for
more paid work

Fun

All reasons given until this point has focused on the serious aspects relating to career
and financial issues, but don't forget that work should be enjoyable. Work that pays a
lot is desirable, but no work is worth being involved with if it has a detrimental effect
on your life, health, and/or family.

Programming isn't the type of work people can stick with if it's not something that
interests them enough to keep motivated when needing to solve tough problems, never
mind tough clients. Make sure to choose freelance working for the right reasons—that is
the types of projects and clients that don't turn out to be a nightmare and of which you
would be proud to have as part of your portfolio.

>» Motivation: Enjoying the work you do is a way to improve the quality of
service you deliver to your clients, which therefore increases opportunities for
recommendations that lead to more freelance and employment opportunities

> Engagement: Taking an interest in the work you do will allow you to identify
how the software you create can be further improved beyond the initial
specification. For client based projects, this can be used as an advantage to sell
additional features of interest upon completion of the initial project. If you are
developing your own software product, your engagement with the project can be
used to identify additional features that may help to increase sales or open new
opportunities to evolve your business model
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Don't quit the day job

As tempting as it may be, it wouldn't be wise to quit your day job to go freelance full time
until you have both tested the market and built relationships with a network of good quality
clients and suppliers. Even if you land a project that will set you up financially for a few
months, there is no security to ensure that there will be enough work to keep you going after
the project ends, or even that the project will not run into some type of complication that
will jeopardize what and when you are paid.

Being successful in a company employing you as a programmer and being successful as

a freelance programmer are two different things that you will quickly learn as you work
on freelance projects. If your background is working in agencies who provide services to
their own clients, you will already be aware of how there is a need to strategically develop
your code to manage on-going change requests, which is something that may be alien to
you if you have only worked in organizations who are highly organized and/or have little
changing requirements relating to the code you have developed for them. Using your time
to experiment with freelancing will allow you to gain an insight to the situations you will
encounter on freelance projects and so allow you to learn to strategically design your code
for better flexibility that can handle changing specifications—especially for projects where
the budget is fixed and the client has unrealistic delivery time expectations.

Instead of seeing your freelance career as an alternative to your day job, start it as an
experimental hobby that complements your financial income. The hobby itself should
contain both the business and technical skill elements that you want to eventually turn
into a full time career. This method allows you to experiment in a way that jumping

into freelancing head first wouldn't allow you to - by allowing you the flexibility to

make mistakes and build your business model around your experiences. If you are good
with both the business and technical aspects of what you wish to turn into a freelance
career, you will be able to identify, develop, and refine aspects of your service to appeal
to segments of the market that fit the types of ambitions for the projects you wish to
work on. It's through this experimentation that you can closely integrate your marketing
activities to build a brand and reputation that will enable you to build a stream of work
from recommendations resulting from your experimentation—something that you would
otherwise not have been in a position to do by jumping head first into full time freelancing.

Legal entities

There are several legal entities that you can choose to run your business under, each
having their own advantages and disadvantages. The following are brief descriptions
of what they are and who they may be more suitable to.
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Sole trader

The most simple of legal business entities, being a sole trader means less paperwork and less
hassle, with the advantage of providing you with more time to invest in the work that makes
you money. As a sole trader, your only responsibilities regarding tax are to register with
HMRC within three months of starting to trade and to complete a tax return each year.

As a sole trader, you pay your tax at the end of each year, unlike working as an employee
where you pay tax each time you receive payment from your employer. There is also some
leverage given by the tax man, as you are given from 6th April to 31st January to make
your payment. This is beneficial for those who plan in advance, but can cause a bit of a
problem for those who leave everything to the last minute, if there is a cash flow problem.

Partnership

Partnerships are a great way to combine the skills and assets of multiple people from
different backgrounds to enable higher chances of success for a business. An example
of this would be someone who has a good background in marketing and business
management working with someone who has good technical expertise—allowing them
to create a superior product that has the backing of a well-executed marketing strategy
and business structure, of which the business wouldn't have succeeded without the
contribution of both parties. Good examples of partnership successes have included
Steve Jobs (the business brains) and Steve Wozniak (the technical brains) who founded
Apple, while Sergey Brin and Larry Page co-founded Google.

Although there are many advantages to setting up a business through a partnership,
there are also several major disadvantages:

» Success requires both parties to contribute their share to the partnership. Many
partnerships fail because one or more parties take advantage of the other(s) by
not investing the effort that is expected of them

» Opportunities can be missed when a decision or authorization is required by
a partner who isn't available or contactable—unlike a sole trader, who makes
decisions and reacts straight away

» Disagreements and disputes between business partners can be damaging to the
business and in the worst case scenarios can lead to their destruction

To avoid such problems, planning and precautions should be put into place that protect
the interests of all involved:

» Creation of a formal contract between all partners that details all terms of the
partnership, including percentage of ownership, delegation of responsibilities
and the procedure for termination of the partnership

>» Monitoring of the partnership activities to ensure that all members are fulfilling
their obligations
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» A set procedure for decision making that identifies who has authority to make
decisions for different types of situations and ensuring that all parties are
contactable as much as realistically possible

Limited company

Unlike setting up as a sole trader or partnership, trading as a limited company requires
much more effort to set up and trade—as all accounts need to be recorded in a specific
format and submitted to Companies House for their approval. In short, setting up as a
limited company results in much more paperwork which results in more distractions
from your core business activities and higher admin/accountancy fees.

There are, however, several advantages to setting up limited company:

» The business becomes a separate entity from yourself, meaning that any debts
are owned by the business. Should the business run into financial difficulties,

any debts are separate to yourself—meaning that you wont be forced to sell assets

like your house to settle the business debts. Keep in mind that company directors
can still be held responsible for company debts should they be proven to have
allowed the company to continue trading while insolvent, or for any personal
guarantees given

» There are certain tax advantages to benefit from being a registered company
once your profits reach a certain level. Your accountant will be able to advise
you on this

Home or away?

‘When setting up as a freelancer, one of the first decisions you will make will be on
where you deliver your services. Sometimes the nature of your work will dictate this
automatically—as an example, if you will be relying mainly on agency placements, then
you will be working at the office of the agency's client. Other than these few exceptions,

you will need to decide whether it is best to work from home or a dedicated place of work.

The home office

Working from home certainly provides a range of advantages in convenience for the
self-disciplined, but can also prove to be a detriment to productivity for those who are
easily distracted by temptations.
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Advantages

There are certainly some useful financial and lifestyle advantages in choosing to work
from home:

» No travel—saves time and expenses:

» Without travel, you can start work earlier or catch up on more sleep
should you wish. No travel also means that you eliminate wasted time
associated with heavy traffic and cancelled trains, as well as saving your
personal expenses of getting to work. This is also handy when you end
up working late, meaning that you can avoid the additional hassle of
traveling home

» Save on rent:

» By working from home, you avoid spending on additional rent, which is
something that comes in handy when money is tight—especially when
you are first starting out as a freelancer

» Tax savings:

» If you are working from home, you can claim a proportion of your
costs on expenses such as home insurance, heating, lighting, water rates,
council tax and general maintenance as a business expense so that the
amount of tax you pay is lower

» Work in your pajamas:

» If you're feeling lazy or feel more comfortable working in your pajamas,
then this is certainly a benefit to have

Disadvantages

Although there are a number of desirable advantages, working from home also has a few
disadvantages that will affect your productivity and strategic capabilities:

» Many interruptions:

» Whether it's family, neighbors, pets, or friends, disruptions can ruin your
productivity—especially when you are 'in the zone' when working on more
intensive work requirements. It's said that such disruptions can take you up
to 25 minutes to regain your mode of thought and productivity

» No physical location barrier to separate work and personal life:

» For people who like routine, what is considered to be home will become
blurred as work. This is especially a disadvantage when under pressure
at work with 'home' distractions making it harder to get into work
mode, while also the opposite being true when trying to switch off from
thinking of work during out of hours time
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» No collaboration environment:

>

>

If you are working with other professionals on a regular basis, the home
isn't usually a great place to foster collaboration activities

Lack of contact with other people can contribute to negative
psychological effects, resulting in decreased morale and productivity

» Likelihood of having to give clients your home address:

>

On the whole, this shouldn't be a problem—and being an 'ethical’
freelancer means that client's shouldn't have to be hunting you down.
However, there are some clients who are unrealistic on their working
relationships with you—sometimes going as far as to pressure you into
working unrealistic hours by suggesting that they come and work with
you on a Saturday morning or during the night. It's in these situations
where having a real working address can avoid certain situations—what
would you do if you client turned up at your house at 10am on a Saturday
morning to insist that you work on their last minute requirements?

» Temptation to not work and do something social instead—Ilike watch TV

>

At least in a separate working environment you can ensure that there
are no distractions like your TV and gaming console. At home, you
have access to all of your entertainment—will this pose a risk of being
a distraction from doing real work perhaps?

The real office

For many people, it's certainly useful to have a separate workplace than home, but what
expense does having a dedicated office for your work have?

Advantages

The main advantages of having a real office for your business activities revolve around
improving your productivity. As a freelancer, the faster you turn out your work, the more
you can earn in the time you have available for work.
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» Work-hour structure can help you keep focused—that is, traveling to work like a
regular job:

» Working away from home avoids the possibility for you to get too

comfortable working at home and to ensure that you have the same
routines as you would have with a regular job where you travel to work
for set times. This is good for people who are less disciplined in their
time management, as having a regular work structure helps to ensure
that work actually gets done rather than having work productivity suffer
from home distractions and putting work off until later
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» More likely to be viewed by clients as a professional:

» Although in reality an office is no reflection of your technical competency,
in most cases having an office to invite clients to meet you will provide
them with more confidence that you are a real business that they can
depend upon. This is especially true for small and startup businesses who
have no technical knowledge in the areas that they are hiring you to help
them with

» Separate your home from your work more easily:

» Some people will find that living both a work and social life in the same
environment difficult to live with—that is, where does work start and
end? A real office gives a psychological boundary to ensure your work
and social lives don't merge into one. In this case, the saying never mix
business with pleasure has never been so true!

» More convenient if you are hiring people to work with you or if you are working
in a partnership:

» For most, it will feel less comfortable to have employees and business
partners working from their home. With an office, you can have others
working in a real work environment to ensure that there are no home
distractions and have a common workplace that fosters creativity
and collaboration

Disadvantages

Having a dedicated office for your work will certainly push up your expenses and rule out
some of the savings you could make by working from home. If you are the type of person
who is disciplined enough not to get sidetracked by home distractions or simply don't have
a big budget to begin with, using an office may be something would want to consider at a
later date—if at all.

> Rent can be expensive

» Certainly, during the early days of setting up as self-employed, every
penny counts. Whatever you spend on office rent is money that you
can't spend on other aspects of your business that will lead to success
and your ability to make a profit. Can you afford to rent an office?

>» Additional costs such as business rates and insurance not covered by your home
insurance:

» At least when working from home, some of your home insurance and
council tax that you would otherwise be paying can be recovered

» Can get lonely if it's just you in the office, but not the case if you work with
other people
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» Requirement to invest in furniture:

» Having an office is all very nice, but it will only be of any value when it
is properly furnished. In addition to the other associated costs such as
business rates, insurance, and rent, you will also have to invest in office
furniture, meaning more money that is taken away from aspects like
marketing that are critical to your success

Renting desk space

For those who find it difficult to be productive from home and can't afford or want to
spend on the extra expenses of renting an office, there's the option of renting some desk
space from an established company or a business incubator unit. This option provides

a happy medium where you get all of the advantages of having an office to work from,
but at a fraction of the rental cost. You also benefit from not having to directly pay many
of the expenses associated with setting up your own office such as furniture, heating,
lighting, and business rates, because these will be covered by the desk rent.

Co-working spaces

A new type of desk renting is referred to as co-working, where freelancers and small
business owners are able to purchase desks to work from on a day to day basis. This is
a step down from renting desk space, which is a more permanent arrangement and has
cost saving advantages if you only need to use the desk for a couple of days per week.
There are also some events arranged as co-working days where different freelancers
attend to work—although these often tend to be about an opportunity to network with
other freelancers and less about doing work, so don't expect to be highly productive if
you attend these events.

Cafes

A popular option for many freelancers in all fields, especially freelance writers, is to
work from a cafe. This has become a lot more popular since the emergence of mobile
computing and with most cafes now offering free wifi Internet access. The combination
of these factors means that many freelancers only need to have a laptop to access
everything they need to work from an environment that separates them from the
distractions of home—or even the office!

Cafes provide an ideal place to get work done, with their environments not being
too noisy and the ability to access refreshments when wanted. Their open space also
provide good locations to hold meetings, whether this be with clients or people your
collaborate with.
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Without being tied to working from a single location, you have the advantage of being able
to choose different cafes to work from—whether this be through choice or convenience.
Although you will be paying for your refreshments, it is likely that any costs will be lower
per month than any of the other options while still providing most of the advantages.

Summary

There is no individual way to run your self-employment business. Some people may start
freelancing as a part-time project that grows to a full-time occupation, some may keep
their activities as a part-time activity motivated by the lack of dependency to generate

a full salary, whilst other people may jump head first into launching their venture as

a full-time operation. The only factors to say which method is right are the business
environment and your personal circumstances. It is also these circumstances that
influence how you run your business activities that are likely to define what you consider
as success—a student making £1,000 per month would be considered highly successful
in most cases, whereas the same sales statistics were considered disastrous when this was
achieved in the release of Simon Read's New Star Soccer 4.

Almost as important as how you decide to run your business, and most likely to be highly
influential in this, is the legal formation you use. The most simple structure being a sole
trader, which has significant advantages in reduced admin requirements, but also leaves
you personally exposed guaranteeing all debts incurred by your business activities when
things don't go to plan. Partnerships provide advantages for shared responsibility and
potential access to a wider range of skills that can significantly increase the success of the
business, but just one bad partner can introduce problems and expenses that undermine
the contributions of everyone else. Limited companies provide an amount of legal
protection and the ability to raise money by selling parts of the business to investors, but
also come with much more red tape requirements.

There is no need to hire expensive office space when you are able to work from home,
especially when you are starting up when any money you have will be better spent on
marketing and other activities used to make and complete sales delivery. For those who
find it difficult to work from home due to distractions, desk space or co-working offices
are an option to have a formal place of work without the full costs of a dedicated office.
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Positioning Yourself
in the Market

Every industry has different groups of people you can sell to, with members of each group
sharing characteristics and interests that define who they are. Being able to identify these
groups will allow you to make your software, services, and marketing highly targeted to
generate the type of reaction that you need to succeed.

Market segments

Whatever services and/or products your freelance business provides, you will most

likely find that all clients are unique; there are characteristics shared by those who have a
commonality, such as the industry they operate in, business structure, or any other factor.
These shared characteristics are the ones that allow you to categorize your market into
segments that identify the following:

» The different client types you can target

» The individual needs each client group

> Parts of the market that have the capability to deliver to

» The difference in profitability opportunities
These identifications and others help you to build the foundations for effective marketing
and business strategy. By understanding the characteristics of the types of buyers in the
market, you will be able to tailor what you offer and how you appear to match what you
know appeals to them. This approach affects everything from product development and
service delivery to marketing and managing your finances—simply because your target

market segments combined with the business environment and your financial ambitions
dictate what's possible to deliver.
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Although targeting every buyer in the market may sound like the best option make the
most sales, focusing your attention on a limited portion of the market will allow your
business to become more appealing to those you intend to sell to. Although, specializing
in specific market segments dramatically reduces the number of people you can sell to, it
also opens opportunities to increase your overall sales and extend your brand exposure:

>
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Tailored marketing activities and content appeals to people who share specific
characteristics and interests

Case Study: Nextpoint, based in Liverpool—England, had spent years providing
generalized software development services to small businesses who didn't
understand anything about what that software could be used for. This proved

to be a difficult approach to sell software services because potential clients were
unable to use their imagination to see how software could improve their business
processes and solve problems they faced. By specializing in the creation of
software specifically for education, Nextpoint was able to eliminate its reliance
on buyers needing to use their imagination and instead provide specific examples
of how software could be used to specific solve problems that their target market,
educators, could specifically relate to.

The more specific your marketing is to a specific type of person or organization,
the more likely the targets are to have an interest in the marketing message

Case Study: Not only did Nextpoint focus their software products to become
specific to the education market, they also further specialized in designing software
to assist specific education needs such as dyslexia. This specialized focus has
allowed for highly targeted marketing that appeals to people in search of help that
traditional learning tools don't cater to. This focus led to marketing being able to
communicate to a highly specific message that the target audience could relate to
and therefore gain confidence in the product being right for what they need.

Specialized products and services designed specifically for the needs of a market
segment allow for unique selling points (USPs) that your competitors don't offer

Case Study: Nextpoint's change in focus led to the identification of specialized
learning methods that are highly effective for learners in the target audience. The
identification of these learning methods meant that software features could be
produced to facilitate these learning methods that are not available in competing
software products. Understanding how the needs of learners, their educators, and
parents differed to each other meant that the software could be designed in a way
that adapted itself to each type of user. Meanwhile, the marketing communications
strategy was able to make use of this understanding to promote each unique benefit
to their intended beneficiary.

A specific focus makes it easier to gain interest from media organizations that can
provide mass exposure to your brand and its activities

Case Study: Nextpoint's focus on delivering learning and teaching solutions for
specific education needs such as dyslexia was easy to understand and relevant to
emerging news stories. As a result, media attention was gained from organizations
including the BBC that resulted in exposure on radio, websites and in newspapers.
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» Refining your processes to match a specific type of client for improved
productivity and profitability

Case Study: By specializing to deliver software that address common problems
experienced by all members of their targeted market segment, Nextpoint were
able to create a series of standard software configurations that allowed them

to deliver working systems quickly without the need for major investment.
Additional optimizations to time costs were made possible through the use of
a centralized software system, with new clients being provided with an account
to access their purchased functionality—as opposed to purchasing of a unique
installation. This approach eliminated the main costs associated with previous
projects, where their different requirements meant the need to develop fully
bespoke features before clients could access any functionality.

Pricing yourself appropriately

A common mistake made by many new market entrants is the use of price as a selling
point; with these entrants trying to undercut the competition and then falling into the
trap of not being profitable enough to justify the effort, or even making a loss. Sun Tzu, a
military strategist whose philosophy is studied by industry leaders, wrote:

"The general who wins a battle makes many calculations in his temple before the battle
s fought.”

- Sun Tzu, The Art of War.

Like the generals who win on the battlefield, smart people fully evaluate the field they
operate within and identify the position they hold before concluding the type of pricing
strategy to use. Understanding the market environment in relation to your own attributes
opens opportunities to identify to target your products and services at spaces occupied
by little or no competition. Described thoroughly in the book Blue Ocean Strategy, these
spaces in the market are opportunities for you to establish yourself without resorting to
cutthroat pricing strategy that leaves you vulnerable to exploitation and minimizes your
ability to earn a decent living.

Fortunately for software developers, the cost to deliver services are minimal—a

basic laptop and electricity is all you need to get started; with many of the software
development tools now available for free via the Internet. The downside to this the
lowered barrier for new market entrants—meaning that there will always be people who
are less smart than you who resort to undercutting everyone in the market. Sun Tzu
continued his writing by saying:

"The general who loses a battle matkes but few calculations beforehand. Thus do many
calculations lead to victory, and few calculations ro defeat... ”

- Sun Tzu, The Art of War.
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It is no coincidence that most startup businesses cease operating within their first three
years; mostly due to a mixture of poor management and not understanding their market.
Like those generals who lose on the battlefield, people behind failed businesses have
lacked the ability to thorough research their market in order to build informed plans that
maximize their chances of success. Often, these are the market entrants that you will
compete with who cause problems for everyone in the market; not because they are good
at what they do, but due to their unrealistic and unmaintainable pricing strategy.

These market entrants are often people who have little or no business experience, with
many neither having the required technical skills, who as a result resort to making sales

by undercutting everyone in the market. Some of these people may not have any software
development skills and simply run their business by outsourcing all of their projects to

the lowest bidder. If you operate in a country with high living costs such as the UK, you
can't compete on price against people living in countries where living costs are a fraction
of your own. You know the pricing situation is bad when there are literally people offering
database development for $1 per hour!

Market entrants who haven't done their homework and price themselves in a way that
makes it impossible for them to deliver the goods are both a threat and an opportunity:

» Threat: Their low pricing strategy contributes to buyers in the market expecting
software development to be provided at rates comparable to the amounts paid to
supermarket checkout staff

> Opportunity: Buyers who have been burnt buy sellers who have not been able to
deliver on their promises will be looking to use factors other than price to identify
value in what they are buying

With so many market entrants emerging with poor pricing strategy and lack of technical
skills, many buyers are subsequently being stung when choosing to hire software
development at low cost. Although there will always be a market segment for low cost
software development, people already stung when choosing price as the main factor in
their previous hiring will be looking for other factors that guarantee better quality. This
is an opportunity for you to charge a premium price through establishing yourself with
reputation for reliability and being an expert in your field.

Important factors to be taken into consideration when deciding on your pricing
strategy include:

» The market rate

Knowledge of the average rates already charged in the different market segments
can be used as a measure for what you should be charging. Be careful to select
prices from competitors who have comparable operational attributes such as

the type of product/service you are selling and geographical location you are
selling in. For example, looking at freelance web development rates in London
would give you a highly distorted view if you are selling these services in a less
expensive city such as Liverpool.
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Pricing yourself below the market rate sends a signal to people that
suggests you perceive yourself as less capable than other software
\ developers. With people often being so busy, this can lead to you being
overlooked and missing opportunities to demonstrate your capabilities.
At the same time, lower rates can attract the types of client who have
unrealistic expectations and/or are actively looking to exploit you.

» Quality standards
This is a major factor that is directly dictated by your pricing strategy:

"The moment you make a mistake in pricing, you're eating into your reputation or
vour profiss. "

- Katherine Paine, founder of Delahaye Group

When aiming to offer the lowest prices, you are forced into a position where the
cutting corners and rushing the job are the only options available to keep your
sales profitable at a margin that's worth your time. Both of these options affect
the level of quality you can deliver; while this may be acceptable for some, it
will never allow you to build a reputation for delivering the type of quality that
the highest paying clients seek. With this in mind, there will always be market
segments where clients are willing to accept sacrifices in their purchase—that is
there's a reason why people wear old clothes when painting and decorating.

At the other extreme, aiming to offer the highest quality will escalate the need

to charge the highest prices. While this will price you out of the reach of the
majority of the buyers in the market, the reputation you build will place you in a
position where only a small number of your competitors are able to reach. With
these market segments having more of an interest in the quality you provide over
the price you charge, your sales strategy becomes more on focused on making
high value sales more than high volume sales. In these circumstances, you may
use a specialization, rare skill, guarantee or certification to boost your appeal in
a way that allows you to justify extremely high value-based pricing—this being
where you sell your services based on the value to the client and not as a fixed
hourly rate.

When deciding on your pricing strategy, quality level(s) requirements of your
target market segments should be thoroughly investigated to identify whether
you are in a position to profitably provide your services and/or products. Always
remember that your time has value and therefore has a cost. There's no point in
charging the lowest prices to make a few sales with margins that turn out to be
earning you less than minimum wage; if you are doing that, you would literally
be better off flipping burgers at one of those fast food restaurants we all know!
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» Available resources

The availability of resources is the other major influence of pricing strategy.
Resources you can access define the options available to you for delivering your
services and developing your products. Budget will also influence your ability
to access resources—whether they are labor, expertise or digital assets such as
code components.

Most of the time, cutting corners will impact on quality; an example of this being
technical debt, where poor quality code results in higher ongoing maintenance
costs. The exception to this is where you make use of ready made resources
that allow you to avoid investing time in building a project's foundations. In this
case, the use of ready made resources not only allows you to reduce production
time, but also can lead to higher quality output from code components that have
already been tried and tested.

These resources could be tools you have developed yourself, have purchased or
even make use of one of the many open source projects. They can allow you to
significantly reduce production time and therefore be much more competitive
with price. This means that it is possible to identify a compromise that cuts out
enough development time to make it possible to be profitable and competitive
with price sensitive segments of the market; or to be even more profitable in
market segments where price is not an issue.

An important consideration for using resources to influence your pricing model
is the definition of limitations. Clients will often ask for customizations that are
not available in your resources; your options will already be limited if you are
buying your resource from a third party. The main risk in this situation is when
you have developed your own resource—where the temptation is to agree to
create the feature as part of your standard pricing. It's important to distinguish
between off the shelf software features that are already available and custom
software development that requires the purchase of time. Get this wrong when
selling your resources and you will find yourself in a situation where it becomes
impossible to satisfy the client while making a profit. It is for this reason that
many providers software solutions based on existing resources will only offer
minimal customizations—that is eliminating unknown risk to profitability.

Your experience and professional value

Never undersell yourself; it limits your career prospects and will attract the type
of client looking to exploit you. If you are highly experienced, you can produce
work faster and at better quality than someone who has less experience so why
accept being paid the same hourly rate? In this type of situation, it's only fair
that you charge more for your time because the client gets a better outcome in
less time. With this also translating to the possibility of them also saving money
on their overall costs, you can't fairly compete on an hour for hour rate against
someone offering less experience, knowledge and capability at a lower price.
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If you have a skill that is rare, then you can negotiate higher prices. In software
development, an example would be software development in non-mainstream
languages such as Cobol; which allows you to demand as much as eight times more
than a programmer doing the same job with a mainstream language like PHP.

Some situations require a certain set of skills, while others have a preference
for you to meet certain criteria for red tape. Either way, having some type of
specialism allows you to target market segments that has limited competition,
and as such, allows you to negotiate higher rates.

Developing specialist skills is certainly something worth considering as part of
your strategy if you don't already have them. An ability to negotiate higher rates
and more easily secure new work can be gained simply through target market
segments where there is a skills shortage. Examples of this include knowledge
and experience of statistical analysis theory and Al algorithms; while there are
many PHP and Javascript developers, there are not as many PHP developers
who have the specialist knowledge and experience of Al algorithms—especially
for projects requiring advanced use of Al such as image recognition and big
data analysis. With supply and demand having a direct influence on rates being
offered, buyers in the market will be willing to offer higher payments when they
can't attract enough people with the skills to do the job.

Although the required learning investment to master these skills and knowledge
may be high, it is a worthwhile investment because the higher entry level barrier
keeps the market segment closed to the types of market entrants who are likely to
attempt to undercut everyone. With those operating in the market segment also
having to have invest heavily in their learning, it is much more likely that they will
value their skills and therefore not be willing to undersell themselves. The limited
number of suppliers in the market segment and its difficulty to become a new
market entrant results in more demand than there is supply - hence keep rates
higher and negotiation power in your favor.

The market segments you intend to target

Although you may be providing the same services to everyone, different segments
of the market will have different expectations for quality, service, and price. Small
businesses tend to demand the most for their money, so dealing with this segment
and remaining profitable requires an entirely different strategy to dealing with
large corporate type organizations where there is often a culture of wastage in
expenditure.

Market segments are not only to be defined by business sizes, but also by other
factors such as their characteristics and target audiences. For example, targeting
charitable organizations will require a completely different strategy to public
sector services. In the same way, small businesses that have already been running
for a few years have completely different needs to recent start-ups, even though
they are both part of the same small business category.
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Market specific influences

The going rate that you can be paid is directly affected by the markets you operate in
and your position within the market. Three main factors that will affect your ability to
successfully and competitively price your services are:

>
>

>

The capability and willingness of the competition to lower their prices

The skills required by the buyers—in general, the more skills required, the less
competitors who are capable and so hence allows you to increase your prices

Certification is a factor that is value by some, but not all buyers. People who tend to
value certification tend to be people with an academic background or people who
have inside industry knowledge and trust of the certification vendors; for example,
someone who knows about PHP development and knows about the official PHP
framework Zend may be more inclined to take notice of developers who are

Zend certified—similarly, someone who knows about online marketing would be
more confident in hiring people who were Google AdWords certified. The value
of certification is being able to immediately be able to show an endorsement by

a trusted organization in your skills meeting a minimum standard. However, it
should be noted that it is worth investigating how your target audience perceive
the value of certifications—as this would have no value if you are dealing with
people who only look at your previous experience and/or who are unaware of
the certification vendors and the meaning of their certifications

Brand loyalty—if you have existing relationships with prospective clients or have
been recommended to them by their trusted sources, the buyer will have more
confidence that you will deliver a quality solution and not let them down

Premium’
Capable Competitors Segment

Budget

Standard Segment

Budget Segment

Quantity Vs Quantity

Diagram 2.1: Market volume versus price-based competitor reach.

Diagram 2.1 shows how there is a bigger market for clients with smaller budgets, but
with fewer competitors capable of profitably targeting the lower end of the market. As
the budgets for the client segments increase, more competitors are capable of profitably
targeting the segments on a price only basis.
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Diagram 2.2: Market volume versus skill-based competitor reach.

Diagram 2.2 shows how skill level requirements mirror the rates offered from buyers in
the market. It shows how more competitors are capable of bidding for projects requiring
less skill, with fewer competitors able to compete as skill requirements increase. The
lack of supply to market segments requiring higher skill levels allows you to demand
higher rates. Examples of clients you should expect to find in each of the project budget
segments include:

>» Premium segment: These are organizations with very large turnovers (total money
going into the business) and are involved in large scale operations. The massive
size of these organizations tends to amplify all factors, including outcome of your
services offering greater value through massive exposure. Their overall expenditure
is amplified to a point that any high rates they offer you is barely noticeable in the
greater scheme of their operation costs. Inefficiencies and corporate culture in these
organizations often lead to higher value spending decisions that are motivated more
by internal politics than the desire to make a saving

» Standard segment: Typically small to medium enterprises (SME businesses) that
are established and employ anywhere from 20 to 250 staff. These businesses have
experience and financial exposure to allow them to understand realistic costs, but
not to the extreme level as the premium segment businesses. Organizations in this
segment tend to be savvier about the prices they pay—Ilooking to pay inline with
the average market rates
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> Budget segment: These tend to be micro businesses and startups. Often one man
bands who don't have experience of business and view finances in the same way
as personal money; for example, £100 can go far to cover living costs, but doesn't
cover much business expenses such as rent, insurance, and so on. Even where
owners of these businesses have an understanding of business level finances, they
are often in a situation where they have limited funds and hence unable to pay
attractive rates even if they appreciate the value of your work

>

Capable Competitors

Brand Loyalty

<

< Quantity >

Diagram 2.3: Market volume versus brand-based competitor reach.

Diagram 2.3 shows how fewer competitors are capable to compete on brand loyalty as this
factor becomes more important. This is an important factor if you or your competitors have
had a successful working relationship with the prospective client or where recommendations
have been given by their trusted sources.

The equilibrium price — segments and prices

Referred to as the equilibrium price, this is the compromise point that offers the best
outcome between pricing yourself within reach of the largest number of buyers who
are willing to spend at a rate that earns you the best profit. Identifying this price point is
important because it dictates what you can deliver within the budget you have available.

‘While there may be market segments willing willing to pay a high price, the only segments
that matter are those that you can reach. For this reason, it is also highly important to
identify who your audience is. Who can you access with your marketing and what are

the barriers to those you can't?

There will be more people able to pay at the lower end of the scale, but can you deliver
your product or service profitably to them? If not, is there a cut down version that you can
offer that still satisfies this audience and that delivers you a profit? You will never deliver a
profit if you make a loss on every sale—no matter how many you sell!
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For the people willing to pay a premium for your product, what additional value can
you include that will persuade them to upgrade to the more expensive version? These
people will not pay a premium for the same product that you offer to other people at
your standard price, yet increasing your prices for everyone may cost you sales from the
majority of your customers. If focusing exclusively on premium customers, will their
sales cover those you lose from your mainstream customer segment?

In short, each market segment you target should have a version of your product or service
that is tailored to their interests; this may not be exclusively based on price, but could also
involve features that relate to other factors such as expertise, business category and size of
their organization. Pricing can still be used to categorize market segments, such as:

> Budget segment: Those who need what you offer at the lowest possible price; the
price is the main and possibly the only factor that will persuade these people to
buy from you. In most scenarios, there will be plenty of people in this audience
and so hence your earnings will need to come from volume of sales. The question
is do you have the capability to produce, deliver, and market your product or
service to this audience in a way that earns you enough to be worthwhile?

»  Scalability is an approach that can be used to address budget segments of
markets. This is where a one size fits all approach is taken to develop a
standard solution that can be used to supply a demand—an example being
a website template that can be sold to website designers for customization
or directly to clients as part of a standard website creation. This approach
bares the full cost of development upfront and can break even after a
specified number of sales are made. These upfront development costs,
known as non-repeatable engineering costs, are a once only investment;
whether you sell one copy or a million, the development costs don't scale
up with the sales you make. This means that there are opportunities to
be highly profitable if you can sell in large volumes, but also a risk of not
recovering the cost of your time investment if you don't make enough sales

» It's important to be very specific when selling pre-made template style
systems, as this approach goes wrong when offering buyers the ability
to request specific customizations; especially when you are already
selling to market segments who expect the lowest prices. Many software
developers operating this approach minimize their risk by limiting the
level of customization they offer—if providing any at all

> Standard segment: People who know the market value of your product or service
and are willing to pay a price that's fair. These people are usually better informed
and will buy based on their perception of a fair deal and the need for good quality.
These people recognize that prices that are too cheap are usually reflected by a
reduction in quality and so therefore need your product or service to be provided
at a quality standard that is equal to or better than those of the market leader

» Premium segment: Not many people fall into this tier, but those who do will
usually have excess money to spend and will be happy to pay above the market rate.
These people will also want some added value—a perception of prestige (brand),
tailoring and fast turnaround for delivery are just a few examples of what can be
offered to this segment
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With the preceding insights in mind, it is important to identify which price segments
you are able to successfully target with your price strategy. Often it is not possible to
target both the top and bottom tiers with the same brand, as there would be a conflict

in how both groups perceive you. The equilibrium price shows which market would be
most profitable—if you have the marketing and production capability to profitably sell
in volume, then targeting the middle and bottom tiers would fit your strategy; otherwise,
making less sales with bigger profit margins justified by an increased quality of your
product will be less risk and easier to produce a profit.

Building quality for market segments

Quality is a factor that everyone would like, but its delivery is often restricted by skills,
time, resources and budget. The definition of quality is something that changes between
different groups of people; another reason to identify market segments that share
characteristics. Whether the buying criteria is based on money, time or another factor,
your ability to be successful with the market segment comes down to whether you are
positioned to profitably deliver the quality that its buyers expect.

Meeting customer needs

The key to delivering the right quality to market segments lies in understanding their
needs. Offering a product or service with high quality on all factors may result in you
pricing yourself out of the market, whereas offering a version of your product or service
that has selected features of interest tailored to be appealing to defined audiences will
mean that you are able to make a better impression amongst those who you target as
well as increasing your sales potential. Examples of tailoring your quality to customer
needs include:

» Providing an entry level version of your service or product

This allows you to target those who are either restricted by budget or experimenting
with using your offering to see how they benefit. Designing your entry level version
to have all of the basic features with options to upgrade is a great way to lure
customers into spending more with you as their needs and budget grow over time.

An entry level version of your service or product should offer only the basics to
meet the buyer's requirements—possibly with the ability to upgrade later.

Example: If you are selling websites, an entry level option could be a single page
website made from a pre-made template made to show basic information such as
telephone number, e-mail address and description of the client's business. This
option allows buyers with a low budget to have a quality solution that meets the
main requirements of their project criteria. Options can be provided that allow
them to upgrade their website with new pages, design alterations and other
custom features once they are ready and have the budget.
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» Versions for different sizes

Whether it is families, businesses or individuals you target, producing versions
for different sizes allows you to adjust the quality and quantity of time, resources
and/or materials required to deliver something that the customer is happy to pay
for. If you were to sell clothes, it would be an advantage to make your business
appeal to everyone by having options to suit different shapes and sizes. The
reverse of this is also true; using blue ocean strategy to specialize in sizes and
shapes that competitors don't offer means you can access segments of the market
that will have a keen in interest in your products and services. Its difficult being
6'5" when the longest trousers sold in mainstream shops are a size or two too
small—not to mention fitting into seats on public transport!

In terms of business software, you may want to investigate the influence of the
organization sizes using your product/service. With the obvious difference of large
organizations being the number of user accounts or installations, you may identify
new requirements for features and support that impact on your production and
ongoing costs. Identifying this not only allows you to differentiate versions of your
product or services to catering towards different buyer sizes, but also to highlight
unique costs and savings that need to be integrated into your pricing model.

Example: Online education software is often sold as a subscription on a per user
basis. This allows for pricing options that can scale from the individual account
needs of a parent with just one child, to potentially hundreds of accounts that

a full school may need. On one hand, a school with hundreds of users will
require more support than a parent with just two children, while on the other
hand, the scale of school users would likely result in a lower support cost for
general questions that only need answering once. For example, a teacher asking a
question could apply the answer for up to thirty students in their class, while the
parent would only apply it to their two children. Additionally, the school teachers
may want to use the software in a way that allows them to set and manage
homework—additional features that wouldn't be required by parents.

‘While schools should obviously pay a higher overall price compared to parents, the
ability to identify efficiencies that occur when scaling up the use of software can
allow you to offer discounts to high value buyers without cutting into your profit
margin. Identification of additional features that are useful to how teachers use the
software differently to parents opens opportunities for making the product more
appealing to them in a way that can be allow for new pricing options for feature
upgrades and extra services.

»  Occupation specific versions

This is most relevant when selling to specific professions and trades, tailoring the
product or service to become appealing to a specific occupation.

Example: An accountancy software package that has specific features turned on or
off to make its functionality relevant to a businesses operating in a specific sector.

Example: An education software for math's could have the same content and
exercises tailored for different industries, allowing it to become appealing to
training organizations who need to teach math's in relation to the industry
they deliver training for.
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Market research

Whether it is state run, a private sector operation, charity or social enterprise, cash is the
blood flow of any organization; without it, the organization cannot function and will
cease to exist. In the same way, an organization with no cash flow isn't able to function
properly to meet its objectives. Whether you operate purely for profit or to benefit a
community, your ability to identify what people want to buy and at what prices will
dictate whether you succeed or fail.

Failing to plan is planning to fail

A common mistake made by new market entrants is to basing prices entirely on what
people say they will pay rather than what it costs to deliver and be profitable. This
approach is both lazy and naive, exposing their business to exploitation from market
buyers, while at the same time increasing risks that limit their ability to deliver quality
and make a profit.

"If ignorant both of your enemy and yourself, you are certain to be in peril.”
- Sun Tzu, The Art of War
The essence of good price planning is to:

» Gain an understand of what the market wants to pay
Identify the perceived value of the product or service

Identify 'who' you can sell to

>

>

» Calculate the costs to bring your product or service to market

» Identify the expected client communication and management overheads
>

Calculate the cost to deliver your product or service to the customer

» Incorporate your profit margin

All of the preceding contribute to successful pricing in selling products and services
when the correct information is captured, highlighting the importance of selecting
reliable information sources and factoring margins for error. Some information sources
will almost never give truly accurate information; an example being how most buyers
will never indicate the maximum price they are willing to pay—especially if they are
negotiating the best price from you. In these circumstances, you can look at verifying
your data by cross-referencing against other information you capture. For example, the
price that customers say they are willing to pay could be compared to their opinions of
equivalent product/service prices.
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Cost to market

Another mistake made by new market entrants is forgetting to factor in the cost of
developing a product or service into their pricing and profit forecasting. The cost to
market includes:

» Research and development: Inclusive of meetings, plans, and research to create
the product as well as to identify what people want

» Cost of equipment purchases

A\ 4

Training expenses

» Other costs that may also be incurred depending on your specific product
or service

Depending on the country you operate from, there may also be ways for you to reduce
your cost to market through:

» Tax credits that compensate business expenses—for example, the UK offers tax
reductions to home operated businesses as well as for those operating in sectors
such as computer games development

» Costs for professional services such as training can be used to reduce tax—as a
genuine business expense, these are not included as part of any taxable profit you
make; it is worth checking with an accountant about this

> Equipment costs can be used to reduce tax costs—although some countries such
as the UK don't allow an outright tax deduction because equipment is considered
as capital and therefore has value to be resold; this is treated differently in the
way that the tax reduction is returned over a number of years inline with how the
country views the depreciation of equipment capital. It is worth speaking to your
accountant about this

Certainly in terms of services aimed at market segments that want or need a more
affordable solution, there can be a higher cost to market in order to develop some type of
customized component that allows for a reduction in ongoing service/product delivery
expenses. Although money can be made through sales, profit is only achieved once any
upfront investment for services, equipment, research and development has been recovered.

Cost of delivery

In addition to the costs for getting your product or service to a state that it can be sold

in the market, there are also ongoing costs that scale up as your business grows. These
include costs for hiring staff, customer support, marketing, and rent—some of these

will be proportional to your sales, while others will have a staggered increase as you hit
specific milestones; for example, increasing the size of office premises means higher rent.
All of these costs have to be factored into pricing for recovery through each unit sale.
This means that if you intend to sell at smaller volumes, your prices need to be higher

so that each product/hour unit sold absorbs a bigger portion of your costs.
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Calculate your profit margin

In summary, your profit is a simple calculation made from:
Profit = Total Sales Value - Cost to Market - (Unit Cost x Unit Quantity)

Don't forget that not all available units will necessarily be sold. Examples where this may
happen include:

» Products passing their valid selling dates or relevancy—examples outside of
software include sell by date for food and relevancy date for items such as
newspapers and magazines

» Sample units distributed for marketing purposes—example samples for journalists
to review

» Time that doesn't get booked due to lack of demand, or time spent on marketing
and admin activities

Time value

Where your business is about using your skills to sell time, an easy method for identifying
your daily rate could be to use the following steps:

> Identify how much you want to earn per year
» Identify how many days you can realistically work in a year

>» Divide your target earning amount by the number of days you can work

Being overly optimistic with the number of days you expect to sell will result in you

not being able to achieve your target earnings. This means that a lower estimate for

your available working days reduces risk and increases the chances of you exceeding

your target. You also need to incorporate any time you expect to take out for holidays,
sickness and anything else that would make you unavailable work; unlike being employed,
you don't get paid for these.

Realistically, aiming to earn a full salary in six months of work provides enough margin
for three months of the year to be spent on holiday with an additional three month margin
for anything unexpected, such as the economy becoming difficult. This means that any
time you sell beyond the six month target is what allows you to earn more than the
equivalent employed programmer; and rightly so, considering that you are a disposable
worker that frees companies from their employment law obligations and other employee
related expenses such as training and equipment costs. Smart people don't just aim to sell
time, but to make the most from the least effort.

"Great results can be achieved with small forces.”

- Sun Tzu, The Art of War
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Earnings you make also need to be structured to cover:

>

Difficult times

Being a disposable resource, you are not protected by employment law—meaning
no redundancy pay and minimal notice for project/contract termination. As a
result, freelancers and contractors are the first to feel the brunt of circumstances
such as economic events like the 2008 financial crisis. Make sure you have enough
savings to cover any risk of operating in difficult market conditions that.

Training expenses

Demand for specific sub-skills within programming is always changing. Not
long ago, Flash and Actionscript were highly sought after skills for front end
web applications, with Javascript being the poor man's choice that was limited
in functionality. These days, not only are Flash and Actionscript irrelevant,
but Javascript has become relevant to everything from browser-based software
through to server side applications development, Internet of Things (IoT)
and its use in commercial products such as Sony's PlayStation 4.

An investment into training is not optional if you want to stay relevant; especially
if you want to charge higher rates. There are two types of training cost—cash and
time. Cash costs are associated with purchase of courses and learning materials
such as books, while time is about the time you spend learning and practicing to
master the skills. Even where cash costs can be eliminated, learning will always
have a time cost that converts to a cash value; time spent learning is time lost
from earning—hence the saying of time is money. Make sure to factor time in

the year that you expect to spend on upgrading your skills; even if this is in your
spare time.

Equipment purchases and maintenance

Unlike programmers employed by companies, you don't have anyone who will

buy you equipment and software licenses for your job. To top this, many employers
don't just buy their employees entry level versions, but whatever is top of the
range—with upgrades each year. This is an employment benefit that you miss out
on by going the self employed route at a cost to your profitability. This is something
that your clients save on by not needing to make these purchases—so make sure
your rates factor in the value of equipment and software licenses you provide with
your service.

Maximizing your earning potential is a big part of the game, so it makes sense
to understand how you are valued within the industry. Questions you should be
considering include:

>

>
>
>
>

‘What is the average salary being offered for the equivalent employed role?
‘What rates are currently being offered in the contracting market?

‘What level of experience do you consider yourself to be at?

‘What complementary secondary skills do you have?

What type of responsibilities are you willing to accept?
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» What type of organization are you looking to target?

» How much holiday time do you want?

These are all questions that have a direct impact on identifying a realistic daily rate that
offers minimal risk; remember, risk management is about avoiding unnecessary risk and
keeping odds in your favor, so always look to maximize your earnings to keep risk low!

With the game being about identifying ways to maximize your appeal to buyers in the
market, it's important to know how to package and present your attributes in a way that
convinces buyers that you're right for their job. Every buyer is different in some way, even
when they share many common characteristics. This means that although you may have
already identified market segments to target, your strategy for approaching them may

be designed in a way that further specializes in making you appeal to buyers with more
specific characteristics.

"He will win who knows how to handle both superior and inferior forces.”
- Sun Tzu, The Art of War

The approach to further specialize in more specific characteristics may be taken more
through circumstance than personal choice. For example:

» Where your programming skills and experience can't compete with other
programmers in the market, look to compete by combining the use of a
secondary skill, or by finding buyers who don't have the budget to attract
the best programmers.

» Where you are confident that your skills are competitive with the standards
of the market leading programmers, build your rates to reflect the highest
prices offered in the contract job adverts you find in your research.

It's easy to make the assumption that buyers only need someone who can write their code,
but the reality is that there are many more factors to successfully completing software
projects than merely writing the code. Writing the right code to solve the right problem is
more important than writing any old code. Code without the right data will never produce
the required output. A project that faces interference from political agendas is unlikely to
be completed to its full potential, on time or within budget. Projects designed in a way that
are unrealistic to deliver within the available time or budget need specific intervention for
identifying the minimum viable product. You can see the pattern of these requirements—
there are opportunities in every market segment for you to stand out from the competition
by emphasizing relevant secondary skills you have that many other programmers don't.

"He who only sees the obvious, wins his battles with difficulty, he who looks below the
surface of things, wins with ease.”

- Sun Tzu, The Art of War
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‘While you are likely to focus on a main type of work that earns the majority of your
income, such as a contract-based role, there is nothing to stop you from engaging other
types of self employed work to fit around this. For example, while your day work may
focus on earning money from a contract project, the time you spend traveling on the train
and some evenings could be used to work on mini freelance projects such as writing, small
websites, apps and provision of services such as tuition. All of this helps to top up your
earnings and open potential future opportunities that allow you to evolve your business
while reducing your exposure to unfavorable circumstances you can face as a disposable
contract worker.

Summary

Understanding who you intend to sell to will allow you to clearly define what your
business is about, who you intend to deal with, what you will offer, and how you plan
to be profitable. The key to understanding your market is research, so make sure that
you do this thoroughly and make use of reliable information sources.

Even when your research indicates a high demand for what you plan to offer, a clear focus
should always be kept on whether your ideas are financially viable. All markets can be
separated into multiple segments, categorizing buyers who share common characteristics. In
terms of pricing, this often translates to the three general categories of budget, standard, and
premium buyers; each needing to be tackled in a unique way to guarantee that your services
or products can be delivered in a way that meets their quality expectations and is financially
viable. It's important to identify what can be offered for the market segment(s) you target
from the start so that you can avoid lower paying buyers negotiating extras that make your
offer unprofitable.

With an understanding of factors relating to positioning yourself in the market, the next
chapter will cover issues related to building a business model; a key part to identifying
how your business can operate profitably with the types of people you are selling your
services and products to.
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Defining Your
Business Model

A business model defines how a business idea can be operated in a way that is profitable.
All businesses are unique in some way or another, with many taking an influence from
competitors using proven business models that have delivered success. Knowing what
makes a business model, and how to adapt them to match the environment you operate
in, can maximize your chances of being successful.

Types of business model for software

The mistake made by a lot of software developers who decide to go into business is
placing too much emphasis on the technical side of software development. This mistake
stems from software development's culture as a whole, which generally tends to advocate
sharing of code, information, and ideas, as demonstrated by the open source movement.
Although this ideology can prove effective for learning and building a reputation in
software development, it shouldn't be confused as being a business model—one of many
reasons why software developers find themselves underpaid or failing to make their
business a commercial success.

Your business model should look at the method you intend to use for developing and
distributing your software in order to define how a business can be built on your skills in
software development. Some models make use of software development as the primary
business, whereas other models use of software development as a component supporting
other business activities. The following are the main business model categories that
commercial software development fall under:

Software Development as a Service (SDaaS)

The most obvious way to make money with your software development skills is to
allow businesses and individuals to hire you. This business model focuses on selling
your time to produce software that meets the requirements of the people or business
who are hiring you.
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Advantages

This method of building a business around software development has several advantages
that make it ideal for people starting out in business:

>

Lower risk of making serious mistakes:Being paid by the hour/project means
that you don't risk working for several years to create something that doesn't
make enough money to justify your time investment

Easy to define: The business is all about selling a service to create software
for people who hire you—easy for you and your clients to understand, which
therefore minimizes the risk of costly mistakes

Allows you to learn as you go: Not needing to create code before making a sale
means that you can learn about the buyer and their requirements in a way that
allows you to refine your processes to reflect your experiences as they happen

Proven model: This type of business model has a guarantee to work providing
that you can generate the required sales, set the right processes, and negotiate a
price that covers the cost of your time and expenses

Minimal startup costs: In the age of the Internet and social media networks such
as LinkedIn, it is possible to start this type of business with almost no money—a
quick visit to a website such as Freelancers.net (http://www.freelancers.
net) will reveal several projects that you can apply for if you have the skills

High flexibility: The nature of software development combined with portable
computing and Internet connectivity means that there is a high amount of
flexibility to work at times and locations to suit what is best for you. Once
established, you can also select to choose when to take on client work—and
more importantly, who you will accept to work for

Reactive software design: This is where you are designing software to solve

a known problem with an understanding of how your chosen design needs to
accommodate scope for change. Understanding what the original minimum
viable product is and which features are reactive allows you to sell a service to
develop both the original requirements and any ongoing alterations

Disadvantages

Not all will be rosy when running your business on the SDaaS model. The nature of this
type of business attracts and causes several problems:

46<

>

Undefined expectations: The businesses and people who hire you to write their
software will often not have a complete understanding of what they want or need
from the end result. This means that your job becomes more difficult in needing
to manage projects to avoid situations that can damage your profitability, client
relationship and ability to complete the project. With experience, you will learn to
develop skills and policies for client communications and management that result
in better-defined documented specifications which avoid the type of ambiguity
that cause problems later in the project; hence the sooner you learn these skills,
the sooner you are able to minimize this type of risk
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Unknown time cost: Your clients often need their software developed in the
minimal amount of time, or have a limited budget that affects the time available
to complete their project before your profit margins are reduced. At best, the
amount of time you identify for completing a project is an educated estimate;
regardless of how detailed your method is to come to your identification. A
solution to this dilemma is to provide estimates as a range, detailing factors that
may impact the actual development time—such as the client failing to provide
required content!

Changing situations: Your clients will have many associated factors that will
influence what they want from the software they hire you to develop. These
factors may change over time and therefore result in changes to the software
specification, hence resulting in additional time and costs that the client may
not be able or willing to negotiate to pay for

Fixed price can be a profit killer: Many clients want to know upfront what the
total cost for their project will be, meaning that there is a risk of you losing money
or working for almost nothing if you don't get your calculations and time estimates
correct when deciding your price. Clients can also be unrealistic and tough to
negotiate with when introducing changes to their original requirements—even
going as far as trying to fit in extra features as part of the original specification's
wording; this is how you unexpectedly lose money

Cheaper countries are a growing threat: The nature of software development
not requiring software developers to be on-site for their work, combined with
Internet technologies making it easier for people to work and share their work
from any location, means that companies and self-employed individuals from
abroad located in countries with lower currency values and living costs are in a
better position to compete against you at a lower price. This becomes a serious
problem if these competitors have the same level of skill and customer service
that you can deliver

This threat is often more specific to the budget end of the market, where sellers
compete on providing the lowest price and buyers primarily seek to hire the
lowest bidder; hence sellers located in countries with lower currencies and living
costs having an outright advantage to win this type of work. At the other end

of the market, buyers in the premium segments tend to judge less on price and
more on factors relating to quality—whether that be customer service, knowledge,
assurances, or code quality; as a result, competitors who target this segment tend
to use any difference in living costs and lower currency value maximize their
profitability and instead focus on competing with their skills and knowledge
instead of price
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» Undermining media and technology: The ability to charge the fee you view
your time and skills to be worth is dependent on finding clients who perceive
your skills to be worth the price you demand. An emerging problem for software
developers is how the perception of their skills is being undermined by the media
and increasing accessibility to off the shelf technology products. Examples
include a certain business reality TV show giving apprentice candidates a day to
create an app, news stories exaggerating the success of a five year old gaining a
Microsoft Office certification, and do it yourself website creators with marketing
emphasizing no need for coding skills to create websites. While all of these
examples are technically correct in their specific context, they play a large role
in the public's perception of software development being a child's play activity,
therefore leading to incorrect assumptions on software and technology:

» A very basic app could be created in one day, but something that has any
meaningful use will take weeks, months, or years to develop, depending
on its features

» Microsoft certifications for using software such as Word are easy to
pass; they are not in the same league as software development-focused
certifications such as the Microsoft Certified Solutions Developer
MCSD)

» Basic websites can be created without coding skills through WYSIWYG
(What You See Is What You Get) tools such as Wix or Dreamweaver,
but these are limited to any pre-made the features they offer and can
produce very poor formatting code that is bad for Google search
rankings. As soon as you need to do something that the website builder
can't do or where you need to better optimize your content for search
engines, you need to get involved in writing or editing code

» Projects of medium complexity can now be created with the use of open
source systems such as WordPress with no programming knowledge—just
an understanding of how to install the code to hosting. These systems
can often be customized with existing templates and have functionality
extended through readily available plug-ins; allowing clients who
experiment with their WordPress installations to develop an incorrect
preconception of software development being click to install. This leads
to a justification on difficult stances such as insisting they hire you at
minimum wage for features they want requiring bespoke programming
and customizations

The result of this misinformation being generated and spread through misleading
marketing and media is that there are segments of the market where programming skills
have become devalued to a point where clients perceive they could do the job themselves
with a few days of training.
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The Complete Web Developer Course - Build 14 Websites
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Figure 3.1 : Do training courses like this damage perceptions of potential buyers by suggesting that they can
learn everything required to do the job in just six weeks for £407

Conclusion

Using the SDaaS model is a good way to get started in software development, allowing
you to learn about the types of situations that and how they can be resolved. This model
is also the option that has the fewest startup costs, with it being possible to start earning
straight away by finding a project that pays through one of the many project-bidding
websites or projects advertised through social media.

It is also possible to evolve this model into one of the independent business models
that are described in the following sub-sections of this chapter. Small businesses and
individuals who make a living from software development often evolve their main
business model from SDaaS$ into one of the other models; these being Software as

a Product (SaaP), Software as a Service (SaaS), or software supporting a service. In
the case of Basecamp (https://basecamp.com), formerly 37 signals, the company
was originally founded to provide website redesign services, but eventually changed
their business model to SaaS selling subscriptions to their in-house developed project
management system.

Software as a Product (SaaP)

At the other extreme of software development business models there's selling software

as a full product—a complete contrast to simply selling the service to create software.
This model relies on creating a software product that people are willing to purchase,
hence making the wrong product could potentially result no money returned from the
time invested. In addition to the time cost, you may also need to hire the services of
other professionals, such as graphic artists, to assist with the production of content for
integration within your software, hence there being a higher cost to bringing your product
to market.
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Advantages

Like with the previous method, there are several advantages to building a software
business around your own product development:

>

>

Your own control: You are in control of what the final product will be, meaning
less chance of problems arising from changes to the project specification

Better understanding: With the product being your own business, you in a
better position to understand what the software needs—as opposed to trying to
understand someone else's business

Freedom and flexibility: You are more likely to have the type of freedom to
develop features you want in your software

Financial potential: There is scope to make a lot more money with your own
software product if everything goes right—compare earnings of up to £500

per day of contractors using the SDaaS model, with the peak daily earnings of
£7,000 generated by the indie game New Star Soccer. This massive difference
highlights the scalability benefit provided in this model, where the time to create
the product is not proportional to the amount of money it can make. In contrast,
increasing profitability using the SDaaS model can only be achieved by investing
more time or by finding higher-paying clients

Disadvantages

The freedom of the SaaP model comes with its own disadvantages to match its
advantages:

>
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Higher risk of failure: Unlike selling your skills for an hourly fee, there is the
possibility of making no money if you develop a software product that there's no
demand for or if you don't have the right marketing strategy. You will only ever
know this for sure after you have developed your software, by which time it is
already too late to recover your time investment

Need for more business skills: In order to minimize the higher risk of failure,

there is a need for more skills and experience in business to make sure that the right
decisions are made for your product's development and marketing. This includes
the ability to perform high quality market research, design your product in line with
known factors that persuade people to buy it, and also to have an understanding

of how to market your software product; including routes to market and strategic
partnership formation. Failure in any of these will harm the product's ability to
recover the cost of its development
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Less opportunity to learn as you work: Developing software to your own
specification that is unlikely to change means that you have less reason to learn
software patterns that allow you to make your code flexible to accommodate
future change requirements. This factor, combined with the possible urgency to
continually get your products completed before their budget is depleted, could
lead to a situation where you fail to develop your technical skills enough to
remain employable as a software developer should there be a time when you
decide to quit developing your own software and either go back to the SDaaS
model or exit self-employment and return to being employed by an employer

More serious consequences for mistakes: Mistakes that lead to your product
failing to be ready for sale during a peak sales time, as well as in the previously
mentioned market research and marketing activities, can result in consequences
as serious as the product making no sales. In contrast, the less risky SDaaS
model would just result in an unhappy client who still pays if the completion
date is missed

Need for project management: The success of your software product will depend
on your ability to get the product to market. This means making sure that you
can complete the project within the available budget—that is making sure it is
completed on time and that you don't overspend when hiring additional help.
This also means that there is a greater need for self discipline so you don't get
distracted by Facebook!

Can be hit and miss: Not all of your products will generate the amounts of
money you need them to, meaning there will always be the risk of the next
version failing to sell

Proactive software development: The software being developed is at best based
on an educated guess of what will make money. This means that there is no
guarantee that the time spent developing the software translating to an amount of
money that makes the effort worthwhile. It is also important not to miscalculate
your chances of success based on media bias; newspapers, magazines, television,
and websites tend to only cover the success stories of a few developers—giving an
impression that the majority of independent app developers are highly successful,
when the reality is that most apps fail to make any profit

Conclusion

The SaaP model has a mixture of benefits and causes for concern, which although
convenient, makes it more difficult to work with than the SDaaS model. The higher
starting cost may also be a barrier to whether you are able to work with this model,
as you would need to already have money to fund upfront time investment into the
software development as well as needing a budget for any additional help such as for
content creation like graphics.
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There is some good news that can help overcome the barriers to working with this model.
The most obvious would be to seek grants and investors, which would overcome the
financial requirements to kick start your project. A type of investor to consider would be
software publishers, who are able to support your project by providing an advance on your
royalty payments in addition to taking care of the marketing side. Publishers would require
you to develop the software in line with their vision, so expect to negotiate on features and
make changes to your original design of the software; this in effect changes your model
toward the SDaaS. Another consideration for using a publisher is that you receive a much
smaller amount per unit sale, which isn't as significant as it may sound if the publisher can
produce significantly more sales than you would be able to if marketing it yourself.

Speaking of kick starting your project, a more recent trend of funding this type of
software development is through crowd funding. This is where software developers pitch
their ideas to potential buyers in a bid to get people to contribute toward the project's
funding requirements; ranging from small to reasonably large donations. The ability to
succeed with this method of fund raising is based on a mixture of generating a large
amount of awareness for your project and having a clear message to convince people to
donate larger amounts of money, hence the total amount you generate being a mixture
of small and large donations. Although you need to pitch your product idea in a way that
is appealing enough for people to want to invest in it, this approach to funding provides
a higher degree of flexibility compared to other funding sources, who most likely will
want a significant ability to dictate features of the end product. It is certainly worth
checking out online crowd funding platforms such as Kickstarter.com (https://www.
kickstarter.com)to see whether this is something worth considering.

It is probably no coincidence that many software developers evolve their business model
from SDaaS to SaaP when they eventually become confident in their understanding of

both software development and the users of their software, where they are able to identify a
product design that can be used to solve the problems faced by many people. This approach
allows the development of a software product to be created as a side project, which although
taking longer to develop, sidesteps the financial funding burden and also allows the product
to be developed with real insight to the features of the software product that people need
and hence are already willing to buy—as opposed to jumping into this model head first and
making mistakes through assumptions.

Software as a Service (SaaS)

The emergence of mainstream access to the Internet, fast data transfer speeds, and
advancements in the capabilities of web browsers, has opened opportunities for a new
type of software business model in recent years; this being the output of the software that
is sold as opposed to selling the software itself.

The SaaS model shares many similarities with selling SaaP—most notably the similarities
in its focus on developing the software upfront and therefore the likely need to have
funding for its development and any pre-requisite research to ensure that the product
design matches market demand.
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Advantages

SaaS provides the same types of advantages as the SaaP model, but with a twist:

>

Your own control: Like with developing SaaP, you are in control of the software
you are developing. The difference with this model is that the focus is on the type
of service you are creating the software to deliver

Flexibility: With software being provided as a service via the Internet, especially
if it is a web-based software accessed through a web browser, it is easy for new
updates to be added without complicated distribution to end users. In the case of
web applications, the updated version is immediately available to users as soon as
it has been installed to the web server. This means less need to develop features
upfront, and therefore allowing the software service to be brought to market
sooner at less cost

Diverse income streams: The primary users of your software service may or may
not be the people who buy the services you sell. In the case of social networks
such as LinkedIn, Facebook and Twitter, the service sold is advertising, hence
their paying customers being marketers. It is important to distinguish who your
paying customers are so that you don't neglect to develop the features you need to
make sales; in the case of Facebook, marketers are provided with powerful tools
that can make their advertising highly targeted. Having a plan on monetization
from the beginning also helps to avoid a situation where you have gained a user
base who refuse to make enough payments for you to make a profit and who use
excessive resources that increase your operation costs—especially if your software
service is based on heavy data usage such as video, sound and large images

Financial potential: Like with the SaaP model, there is the potential to make
a lot more money without proportionately increasing time requirements. In
comparison to software developers using the SDaaS model to charge up to
£10,000 for 20 days of intense work, whereas an established software service
with 400 subscribers paying £25 per month could match this with only casual
user support as real work. This model has even more financial potential if
you are able to target premium market segments wanting to buy higher value
subscriptions that earn you from £12,000 to more than £20,000 per year

Continuous income: Unlike the SaaP model where sales are a one off and
repeat sales require extra effort to produce and market new software versions,
subscribers to SaaS systems pay a continual subscription. This means that you
only need to retain customers by keeping the system relevant to their needs and
keeping an eye on customer satisfaction. This also means that there is scope to
grow a business around your software—as opposed to the hit and miss fortunes
of the SaaP model
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Disadvantages

The disadvantages of the SaaS model are mainly evolutions of those from the SaaP model:

>» Additional costs: With this model relying on you providing hosting for your
software service, there will be additional costs for renting at least one server for
your software service to be available online. Reliability of your software service's
availability is important if you want people to continue subscribing, so corners
shouldn't be cut to buy cheaper hosting that doesn't provide a decent uptime
guarantee. This is a concern when using shared hosting, where code of other
users of the server can lead to your web application going offline

>» More need for cost analysis: Unlike the SaaP model, you are also likely
to require additional hosting and bandwidth capabilities as you sell more
subscriptions to your software service—especially if your software features
produces data or accepts uploading of documents. This leads to higher
requirements to analyze the costs associated with users' usage to make sure
that whatever they are paying doesn't increase your costs in a way that makes
their subscription unprofitable

» More risks involved: With the potential for mistakes to be made in the cost
analysis as well as other risks such as online hacking, there is scope for much
more to go wrong than there is for software sold to users in a way that uses
their own hardware resources

>» Need for project management: In the same way that project management is
required for the SaaP model and for the same reasons

> Proactive software development: The need for the services delivered via the
software are at best based on an educated guess, of which there is no guarantee
that enough people can be attracted pay the amounts of money needed to break
even or make a profit. The outcome could be an expensive exercise to identify
that there isn't enough interest for the software service to be viable as a business,
hence a waste of time in developing the software

Conclusion

The SaaS model provides more freedom and much higher earning potential, but at the
cost of higher risk. Unlike the SaaP model that this has evolved from, there are some
additional risks and costs that grow with the success of this model. It is for this reason
that there should be more time and effort invested into the business planning wherever
this model is used because mistakes in identifying the costs for running the service can
result in significant amounts of money being lost through unexpected expenses.
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The main risks of the SaaS model revolve around its reliance on using server resources

that you are responsible for maintaining and paying for. When users start to require more
resources than your business plan has accommodated for, you will quickly find where the
faults lie in your financial plan. No matter how well you plan the financials for your strategy
based on this model, you should expect some unexpected events to occur that will reveal
weaknesses in your cost structure—and therefore be able to rectify this as soon as possible.

The primary risks associated with this model makes creating a beta version of your
software before its main launch more important so that threats to your financial success
can be identified early and ironed out with reliable usage data from real users of your
system. This avoids fixes being based on assumptions about problems causes that later
turn out to be incorrect and lead to the same problems on a bigger scale. The beta version
also helps to expose other types of problems aside from those relating to your financial
plan, especially when it comes to issues such as data security threatening to both cripple
your system's ability to deliver the services you sell and damaging customer confidence.
Losing either of these can lead to your business being in a position where money is lost
through legal action and a reputation that makes it impossible to attract the number of
customers you need to be profitable. Launching a beta version of your software service is
an effective way to protect against this type of situation by emphasizing that the software
is not fully complete and therefore users accept the possibility of unexpected situations—
that is users agree that usage of the system is at their own risk.

Furthermore, the architecture of the software system can be made to minimize the risks
that this model poses to you. Modern advancements of web browsers allow web-based
software to store data on the user's computer and also for offline access to functionality.
This opens opportunities for you to design your software shift processing and data
storage to the user's hardware, meaning that your server can manage more user requests
by offloading data processing to the user's computer, while reducing the need to store
and process user data. The result of integrating these types of features into your system's
architecture will be the requirement of fewer server resources to service your user base
as your business grows, hence lower operating costs and the potential to eliminate

risks from unexpected usage from users who use more resources than your financial
plan accommodates. The decentralization of your user data also opens possibilities for
reducing the impact of data security breaches on your main server(s) by not having a
single known location to attack.

Like with the SaaP model, starting with small scale ambitions will reduce the risk of
develop a software service with expensive to developing features that aren't used enough
to justify their development. Starting a business based on this model with a specific and
simple to implement service allows this type of system to get to market sooner, so that
future decisions on features can be directly influenced by user feedback, especially when
it comes to identifying which features can be monetized.
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Software Supporting a Service

The final software business model we look at is in complete contrast to the previous
models where the business is about the output of the software, whether this is creation
of the software itself or the outcomes it generates. The software supporting a service
model intentionally relegates the software system to a supporting role that forms no part
of the description of the service being sold. This is not to say that the software becomes
irrelevant in this model; it's about the software being a mechanism to allow the delivery
of service features.

This model is more often used for departments within larger organizations, especially
where there's a reliance on in-house developed resources for supporting its operations.

A successful mainstream example of this model in use is Uber; an Internet based taxi
service whose operation is dependent on the use of their phone app to provide customers
with software features to request rides. These software features are used to facilitate
everything from capturing journey details and assignment of the most suitable driver,
through to payment for the journey and facilitation of other information.

Advantages

The software supporting a service model is unique in the way that it allows you to make
money as the software is being developed. This provides several advantages when it comes
to startup costs and risk reduction:

> Lower entry barriers: Unlike the other software business models, you can
start trading without writing any code, therefore allowing you to start your
business quickly

» Fund software development inline with services sold: Not having to develop
your software system upfront means that you can use money generated from
service sales to fund the software system development. This means that you
avoid the possibility of investing time into a software project that doesn't generate
enough money to justify the time invested, or having your vision of the business
being disrupted by the need to satisfy the demands of investors your have received
money from to fund the software development costs

» Can make unprofitable services highly profitable: Processes that have high
time costs can often be automated through the use of software, hence reducing
the costs associated with providing a service in order to improve profitability to
a point that would otherwise be impossible

> Opportunities for new service categories to be delivered: Known in business
circles as Blue Ocean Strategy, the adaption of business services to deliver unique
elements not offered elsewhere can be achieved through the use of software.
This can result in being able to target new customers who are willing to pay a
premium, making a significant impact on profit potential, especially if you are
operating in a saturated market that forces you to operate on razor thin profit
margins to remain competitive
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> Reactive software design: The ability to sell services before designing your
software allows you to identify first hand what the software needs to do in order
to support your services. This could be to improve the quality of your services in
order to give you a unique selling point, or more often than not, to allow you to
be more efficient so that you can either increase your profit margins or be more
price competitive

Disadvantages

Although software supporting a business has advantages in getting started and the types of
flexibility it offers to reduce risks associated with other models, it also has several unique
disadvantages such as:

> Software development is a cost: No matter how you look at its contribution
to the business, every hour spent on further developing the software is a cost
that needs to be funded by time spent on money making activities. This means
that there is a need to justify software feature development on the basis of how
it supports services being sold to become more profitable or to capture new
customers

> Software development is dictated by service needs: The success of the business
is dependent on the services being sold and not necessarily the software; hence
the immediate needs of the services will dictate what is viable to develop as part
of the software system. This isn't good if the features you want to develop can't
be justified by the number of paying service clients it will benefit

> Software development competes against service time: If you are personally
delivering the services that the software is designed to support, there is the scope for
conflict to occur in your time management regarding how much time you dedicate
to services you sell and the time you invest into the software's development.
Limiting your time on the software development in order to generate income from
your services will result in the software taking longer to launch for supporting
your services, which may result in lost opportunities to maximize profits, to evolve
services in ways that win new sales, or simply to retain existing clients through
increased satisfaction and/or price competitiveness that the software system would
allow through supporting the business operations

Conclusion

The software supporting a service model is possibly the easiest model to execute that
doesn't require upfront investment and minimizes the risk of developing unused software
features that erode profitability. With options to develop the software as the services are
being delivered, it is possible to learn about the software requirements as you deliver your
service, meaning that you are able to fund the research and development of your software
system from selling your services before starting software development.
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Success with this model requires you to fully understand the role of the software in
supporting the services being sold. With the software itself not directly responsible for
making money, the software features need to be strategically designed to support the
business activities that generate money, which could be to produce more sales, retain
customers or increase efficiency for improved profit margins. Understanding how to
identify the purpose of the software in this model is the difference between your software
being a critical component of a successful business or failing to provide any meaningful
support that justifies the expense of the software development.

There is an importance to allocate the right amount of time between money making
activities that the software supports and the development of the software. Even though the
software development is an initial cost to the wider business, it is the software component
that you are developing that can be used to open or take advantage of opportunities that
increase your earning potential. Neglecting your software development in favor of focusing
on short term money making activities can damage long term capabilities. This is of concern
when opportunities only exist for a limited time, where delaying your software development
leads to missing opportunities and resulting in your software having no purpose by the time
it is completed.

"When opportunities occur through events but you are unable to respond, you are
not smart.”

—Sun Tzu, The Art of War

With this in mind, there is a need to incorporate risk assessment into your project
planning, allowing you to weigh up whether the goals of the software you develop
are achievable before you invest your time into developing the software.

Business Model Canvas

Once you've identified the type of business model to use, the next step is to identify a
structure to operate with. The Business Model Canvas is a useful tool that can be used
to identify the components of your model and to visualize their relationships in order to
identify how they work.

Components

The first step in building your Business Model Canvas is identifying the different
components that will make your business model. Every business is unique in some way, so
whereas you may use the same general model as many other software businesses, there will
always be some difference in the way you are structured to operate. Knowing in detail how
your model works and what makes it unique will allow you to operate and make decisions
that play to your strengths.

"If ignorant both of your enemy and yoursell, you are certain to be in peril.”

— Sun Tzu, The Art of War
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Value proposition

Starting the design of your business model with a definition of what you provide to your
customers will help to identify the requirements for each of the other components in your
model. The value proposition isn't about what you do, but the reason why people buy
from you; what we do as software developers is write code, but the reasons that motivate
our customers and clients to buy from us is what the software does. Whether it provides

a solution to boredom in the form or entertainment, addresses the need to achieve better
school results or manage sales for a business, these are all values that motivate people to
use software.

Understanding what your customers want will allow you to build your business model
and software in a way that makes it appealing and as a result easier to market.

Key considerations include:

» What makes customers want to buy from you?

» What else do you offer that the customer will need?

Key partnerships

Key partners of your model are people and organizations who are suppliers or collaborators.
You can't do everything yourself, hence key partners are vital for allowing you to execute
your business plan—especially when they are able to provide their contributions to a higher
quality and at a lower cost than if you were to do it yourself. Care should be taken to select
key partners who can operate in a way that's compatible with your model's structure and
can benefit your business.

"We cannot enter into alliances until we are acquainted with the designs of our
neighbors.”

— Sun Tzu, The Art of War
Key considerations:

» Who are the people you need to work with and supply you?
» What are the benefits of working with these people?

Key resources

Aside from people you need to work with or supply you, there are tools and materials you
need to make use of in order to deliver your value proposition. These resources are often
linked to key activities, such as your computer for programming, devices such as smart
phones for testing and server for storing your online system.
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Key considerations:

» What resources are required to deliver your value proposition?
>» What resources are required to support?
» Customer relationships

> Revenue stream

> Distribution channels

Key activities

These are important activities your business must undertake to fulfill the value proposition
that makes your customers want to buy from you. With your business being software-
oriented, a lot of the key activities will be related to developing and maintaining your
software. Models based on the software supporting a service are also likely to have
additional money making activities listed under this category.

Key considerations:

» What are the activities required by your value proposition?
» Customer relationships

> Revenue stream
>

Distribution channels

Customer relationships

The importance of defining the type of relationship to have with your customers shouldn't
be underestimated. If you speak to anyone who has enough experience in business,
especially marketing, the consistent message you will get about buying is that it comes down
to who decision makers want to do business with. Managing your customer relationships is
important because having a great product or service becomes irrelevant if people don't want
to do business with you.

Customer relationships come in many forms, but from a marketing perspective, the

only qualities in a customer relationship are those that persuade the customer to keep
buying from you. Depending on what it is you are selling, the important factors could

be trust, confidence, satisfaction, enjoyment, admiration or something else related to the
customer's perception of their dealings with you. By understanding your customers, you
are able to identify which factors of the customer relationship are most important to them
for building brand loyalty to you.

Key considerations:

>» What type of relationship is expected of you from the customer?
» How can you integrate the expected relationship into your operations?

>» What is the cost of integrating the expected relationship into your operations?
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Customer segments

Identifying market segments that your customers exist within allows you to be highly
specific in the delivery of your service and marketing. Understanding your customer
segments will allow you to match the right value proposition that uses the required cost
structure and marketing message to be sent through the distribution channels needed to
make targeted sales.

Key considerations:

>» What are the customer categories you are creating value for?
>» Which customer category is most important?

>» Why is your most important customer category important?
Volume

Profit margin

Loyalty potential

YV V V V

Other reason

Distribution channels

The channels that your customers are reachable through can have a large impact on the
development of your marketing strategy, message and possibly your product/service.
Sales and therefore profitability are dependent on being noticed by the types of people
who you want to buy your product, hence understanding how you can get your product,
brand and message to them will make the difference between making the type of sales
that define success or failure.

The following are the key considerations:

» What channels do your customers have access to?
Which of the channels are most effective?

What are the costs associated with each channel?
‘Which channels offer the most value?

vV V VY Y

How do you measure success with channels?
» Sales
» Engagement

> Brand awareness

A\ 4

How do customers use the channels?
» How can the channels be integrated into your activities?
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Cost structure

Understanding the costs involved with developing and delivering your product or
service will allow you to make better pricing decisions that avoid unnecessary risk.
This understanding not only allows you to identify the sales price and volume needed
to break-even, but also the available options for targeting different customer segments.
The outcome of the investigation results in the identification of feature/quality
combinations that can be matched to customer segments; which in turn can be
packaged as part of a value proposition that can be profitably delivered.

It is important to take into account that not all costs scale with your sales volume. For
example, marketing relating to advertising may have a fixed cost regardless of how many
sales they generate, meaning there is minimum number of sales needed to recover the
upfront costs before profit is made. These factors should be taken into consideration
when identifying sales targets—and whether these are realistic to achieve.

Key considerations:

» What are the costs involved in running your business?

» Which of the costs are fixed?

» Which of the costs scale with the number of sales needed?
>

‘What are the costs for each product unit?

Revenue streams

As demonstrated by the four software business models, there are different ways that your
software can be monetized depending on the model you are using. Revenue streams
identify the specific features or activities of your software based product/service that
produces income. It is important to identify that not every feature or activity you engage to
develop or deliver produces money for your business. Being aware of the types of feature
and/or activity that generate money also allows you to strategically design your product/
service in a way that can target the interests of your customer segments to provide value
propositions that appeal to their specific interests.

Key considerations:

» What value propositions are your customer segments willing to pay for?
>» What methods do your customer segments use to pay you?

>» How do you your customer segments prefer to pay you?
>

‘What is the contribution of each revenue stream to the overall revenue?
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Canvas

The canvas is a visual tool that allows all of the components to be visually listed and
related as a diagram. Where the canvas is written on a whiteboard or large poster, sticky
notes can be used for the flexible addition and editing of components:

Business Model Canvas

Partners Key Resources Value Propaosition Customer Customer Segments
=Add partners here... =Add your resources =Add your value Relationships *What customer
here proposition here *Add your customer segments do you
relationships here... pursue
Key Activities Channels
*Add your business +List the channels
actities here
Costs Revenue
=Add your business costs here *List your revenue streams here

Figure 3.2: The layout of the Business Model Canvas.

Problem tools

There are additional tools you can use as part of your business model's definition. With
the emphasis so far being to define the bigger picture of software business models and
how define them through the Business Model Canvas, there are also other tools that you
can make use of for addressing specific problems you face in business.
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Product life cycle

Relevant to business models that rely on selling a product or service that can only be

sold once, the product life cycle describes each stage that the product goes through, from
beginning to end. Understanding these stages allows you to identify where your product
is currently positioned regarding its profitability so that you can anticipate upcoming sales
and prepare to take action for when sales and profit start to decline.

Price

PROFIT

GROWTH

SITPATION
DECLINE

DEVELOPMENT
INTRODUCTION

N

LOSS Time

Figure 3.3: The stages of the product life cycle in relation to time, profit and loss.

Development

The first stage of the product life cycle is the development of the product. As indicated
in Figure 3.3, the development phase is created at a loss. In real projects, there may be
a steeper increase of losses generated by the software development before costs start to
decrease toward the end of the product development.

Key trends:

» Increasing losses occurred through development costs

>» Extensions to development due to missed deadlines and/or unknown factors

Introduction

The introduction stage is where the product arrives to market, ready for customers to buy
the product. With the exception of high profile products, it should be anticipated for sales to
start fairly low until the marketing campaign and word of mouth take effect in raising sales
volume. There is a high need to generate awareness at this stage so that potential customers
are aware of the product, its capabilities, and how it meets their needs and interests.
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Customers who purchase a product in this phase of the product life cycle are often referred

to as early adopters—the types who are wanting to have the latest in technology and willing
to take a risk in their purchase not meeting its full potential or their expectations. This phase
tends to have high marketing costs for generating awareness to what is often a small market.

Key trends:

> High investment in marketing promotions to inform people and raise awareness
of value propositions

» Stimulation of demand through discount pricing

> Emphasis on targeted marketing activities aimed at early adopters and using them
to become brand ambassadors for generating word of mouth recommendations

Growth

After your product has been introduced to the market and has gained the attention of
early adopters, sales start to shift towards mainstream customers who make their purchase
decisions based on the product's reputation and where its value propositions meet their
core values, needs, and interests. Growing sales to reach mainstream customers requires

a successful introduction phase that establishes confidence in the product, hence the need
for good quality control.

Key trends:
» Advertising designed to promote awareness of the brand to more customer
segments
» Increasing the number of distribution channels that the product is available from

» Use of early adopter feedback to iron out flaws and improve the
value propositions

Maturity and saturation

Once the product has reached the awareness of the mass market, its ability to reach new
customers becomes limited and therefore its sales growth starts to slow to a point where
there are no further increases. It is also during this phase that the success of the product will
have captured the attention of competitors, who will have released their own imitations of
the product in order to capture a slice of the market—another factor that will reduce your
sales potential.
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Key trends:

» Increased competition imitating the product

> Attempts to differentiate the product from the competition through feature
enhancement and distinct branding

» Profit optimization by seeking to lower production and support costs

> Establishment of collaborations with new key partners to become
more competitive

Decline

The final phase of the product life cycle is when the majority of the mainstream market
has bought a version of the product, whether it be your own or one of the imitations that
have appeared on the market. Products that are designed as a one off purchase will not
produce further sales from the same customers, hence sales will decrease. It is in this phase
that there is a need to introduce innovations; either in terms of product enhancements

to value propositions that entice existing customers to upgrade, or to find new customer
segments that the product can be sold to.

Key trends:
» Marketing efforts to generate repeat sales from existing customers or expand sales

to new customer segments

» Price reductions to increase the appeal of the product to new "price sensitive"
customer segments

> Enhancement of features to support new value propositions

» Diversification of the product to appeal to new customer segments

Five Forces Analysis

This analysis identifies five forces that control the market(s) that you operate within.
Central to this analysis is the rivalry of market competitors that exist to serve and react to
the other four forces. Five Forces Analysis complements the identification of the product
life cycle by providing the ability to see how the market may change during each phase:

"We are not fit to lead an army on the march unless we are familiar with the face of the
country—its mountains and forests, its pitfalls and precipices, its marshes and swamps. "

— Sun Tzu, The Art of War
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Threat
of New
Entrants

¥

Bargaining Bargaining
Power of éxrg‘::]gg Power of
Suppliers Buyers
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Threat of
Substitute
Products or

Services

from "The Five Competitive Forces That Shape Strategy" by
Michael E. Porter, Harvard Business Review, January 2008

Figure 3.4: The five forces that exist in all markets affecting the balance of negotiating power.

Rivalry among existing suppliers

The central element that allows for the existence of the other four forces is the presence in
the market of other entities competing for the same business. More competition provides
buyers (customer segments) with more bargaining power and can eventually lead to the
market becoming saturated to a point where buyers have the power to force prices to a
minimum and quality to a maximum in order to receive the best value propositions. This
eventual situation is referred to in another analysis tool, Blue Ocean Strategy, as a red ocean,
where it is necessary for businesses to operate high risk razor thin margins just to survive.

Key considerations:

» How fierce is the competition?

» Isitared ocean?

» Who are the market leaders?
» Do they have too much influence in the market for you to compete
against?
» What market share does the typical business in the market capture?

» Would an equivalent market share be considered a success for
your business?
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Threat of substitute products or services

The next step up from existing competitors is the availability of alternative options that
your customer segments can choose to buy instead of your product or service. These are
not direct competitors in the sense that they provide an equivalent product or service, but
instead offer alternative solutions that match the value propositions that the market seeks
to buy. Regardless of whether you sell a product or service, substitutes can come in any
form—for example a service that provides the same value propositions as your product.

Key considerations:

>» What alternative solutions are there to provide your value proposition?

»  Are there specific situations in which these alternatives are viable options?

» What situations are substitutes for a valid option?

» It is entirely possible to put a website together with Microsoft Word, but
would it be accepted by someone wanting highly optimized HTML for
search engines?

Threat of new entrants

‘With most startups failing within their first three years, most new market entrants are not
likely to pose the same level of threat as existing competitors in the market. They still
pose a threat to damage your sales and ability to negotiate with buyers; especially when
it comes to entrants who price themselves to make a loss—the types who later cease
operating when they run their business into debt.

The more serious threat from new market entrants comes from those with significant
financial clout, as well as those with the ability to disrupt the market through innovation.
There is a relationship between these two factors—innovation is often made possible
through financial investment. The types of market entrant who pose the most risk are
those who are, or are backed by, large companies already established in other markets.

The cancelled Nintendo PlayStation project became a serious mistake for Nintendo,
which led to Sony becoming a market entrant to the videogames industry—and ultimately
using their financial clout to become a dominant player in the market. At the time of
writing, Sony's PlayStation Network (PSN—the online gaming network for PlayStation
games consoles) generates more money than Nintendo's entire business. Additionally,

the anticipation of certain businesses becoming a new entrant can also be enough to

lose significant sales—as happened to Sega in 2000 with their Dreamcast games console
when many console buyers held off upgrading in anticipation for the launch of Sony's
PlayStation 2.
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A consideration that can be used to protect your business against the threat of new
entrants, especially those who are inexperienced enough to introduce loss making pricing,
is the requirement of skills and certification to become eligible as a player in the market. A
requirement for higher skills will mean the need for more commitment from new market
entrants to learn those skills, hence them likely to place a higher value on their time.
Where certification is required, otherwise known as red tape, the difficulty, effort and

skill required to complete the necessary paperwork can be enough to deter many of the
potential market entrants.

Key considerations:

» How easy is it to provide an equivalent to your product or service?

» For software development services, are there software service equivalents
such as Wix.com, or open source projects like WordPress, that lower the
skill requirements for new entrants?

» Isred tape a barrier to market entry?
» Effort required to meet all of the requirements may deter the majority of
potential market entrants, if not making it impossible.
» Does your brand recognition within the market protect you?

» New market entrants may find it impossible to win business from
customers who are already highly satisfied with your services and
products.

>» Are your customers willing to pay a premium price for your product or service?

» If so, this will protect you against unproven new market entrants using
aggressive pricing strategies to undercut you.

Bargaining power of suppliers

In addition to other sources of work that your suppliers target, the number of competitors
and alternative suppliers in your market are likely to influence your ability to negotiate better
value propositions from suppliers. Negotiation goes against you when your suppliers are in

a position where there is more demand for their supplies than they can fulfill, whether it be
from the market you operate in or otherwise; hence every competitor in your market who
needs their services plays a role in eroding your ability to negotiate. With the exception of

a market crash or where your supplier's market becomes flooded with alternatives, you will
always be at your strongest negotiation position when establishing a new market category—
that is, Blue Ocean Strategy.

Key considerations:

>» How eager are suppliers for your business?

» Can they afford to turn your business away?
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» Do suppliers have more demand than they can fulfill?
» Can they pick and choose who they work for?
>» Are the growing number of competitors in your market affecting your ability
to negotiate?

» Are your competitors increasing demand for supplies to a point where
suppliers are able to turn away your business to fulfill orders from your
competitors offering suppliers a more lucrative deal?

>» Are you able to gain buying power with big orders to suppliers?

» Are you able to become classed as such an important customer that
suppliers will go out of their way to retain customer loyalty?

> Are there alternative suppliers you can negotiate better deals with?

» Are there better deals on the market that you can use to negotiate your
existing supplier to give you a better deal?

Bargaining power of buyers

The buyer has the most negotiating power when a market has more suppliers than there is
a demand for. Where you have a high number of competitors who offer the same solution
and substitutes who also provide comparable options to your value propositions, there
becomes the need to be highly efficient in your operations in order to be able to offer the
highest value propositions with the most competitive prices so that you can win the sales
you need. Alternatively, differentiating your services products in a way that targets less
competitive or new market spaces is a viable solution to this problem.

Key considerations:

» What are buyers demanding?
» Do they want lower price, high quality, or both?

» How achievable is it to be profitable in meeting the buyer's demands?

» Are the demands of buyers worth your time and effort?

>» What innovations can you develop to increase profit margins and meet demands?

» Is there a way that you can become better positioned to win business and
make a profit?

Seven Domains Assessment framework

One of the main risks of launching your own business idea is in failing to perform enough
analysis to identify its potential for success. Seven Domains Assessment framework is a
checklist tool that can be used to identify whether a business idea has potential to succeed,
highlight its flaws, and help to avoid basic mistakes being made:
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Market Domain Industry Domain

Connectedness
Up, Down,
Across
Value Chain

Macro Level

Mission, Ability to
Aspirations, Execute
Propensity on CSFs
for Risk

Micro Level

Figure 3.5: The relationships of the seven domains for validating business ideas.

Market domain/macro level — market
attractiveness

This looks at the overall market's ability to provide a profit. Specific consideration is given
to identifying the number of customers in the market, volume of sales, pricing segments
and emerging trends. The analysis of trends in the market is important for identifying the
likeliness of growth, stabilization, or decline, hence suggesting how the current market
attractiveness may change.

Key considerations:

>

>
>
>

How many customers are there in the market?

How many sales are made to the customers?

‘What are the pricing segments?

‘What trends suggest potential for future growth or decline?
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Market domain/micro level — market sector
benefits and attractiveness

Success is likely to be limited if your product or service is designed in a way that makes
it perceived to be, a jack of all trades—master of none. The market sector benefits and
attractiveness analysis looks at identifying opportunities to target specific segments of
the market in a way that allows you to use your unique position and strengths to your
advantage in order to increase your chances for success.

Make sure to use a full range of research techniques such as questionnaires, online
research, report reviews, and interviews that include both qualitative and quantitative
questions to answer so that both statistical analysis and insights to unknown information
can be gained.

Key considerations:

» Which customer segments in the market stand to benefit most from your
value propositions?

>» How is your product or service idea different to existing alternative already in
the market?

» Can you grow the appeal of your value propositions to become attractive to
other customer segments?

Industry domain/macro level — industry
attractiveness

This stage is essentially Five Forces Analysis, looking at the feasibility of entering a
market based on the difficulty to enter and operate. The first analysis looks at whether it
is possible to enter the market with your skill set, certifications, and resources—the risk of
entering a market where minimal or no obstacles are faced means that it will also be easy
for new competitors to enter when your success captures their attention.

The other side to this stage, which is also covered in Five Forces Analysis, is the
identification of difficulties to operate in the market after entry. The main difficulties
revolve around existing competition, who have the potential to make it difficult to win
enough sales for your business to be feasible, force prices down to a point where there is
little or no profit, and/or use their market position to secure deals suppliers that disable
you from being able to compete on price or deliver quickly enough. Where competitors are
able to make operating this difficult, questions should be raised as to whether it is worth
operating in the market. Where competitors are unable to force such difficulties to operate
in the market, the analysis identifies that the business idea can be operated successfully.

Key considerations:

>» Isthere a high skill requirement to enter the market?

>» What red tape requirements exist for you to operate in the market?
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» Are there signs of existing or emerging shortcuts to bypass required skills
or red tape?

» How fierce is the existing competition in the market?
» Are the smaller market players able to operate with acceptable profit?

» Do buyers and suppliers have an unfavorable negotiation power?

Industry domain/micro level — sustainable
advantage

Upon completion of your research to identify the potential for rewards and problems of
entering and operating in the market, you are now in a position to see how you can build
unique selling points that allow you to offer value propositions for targeted customer
segments that your competitors in the market are unable to match.

In terms of software development, skill itself is often an advantage, especially when you
have skills in the types of advanced programming or knowledge of a specialized field that
can lead to producing solutions that your competitors can't provide. For example, having
advanced knowledge of artificial intelligence algorithms and a background in healthcare
would place you in an ideal position to create products and bid for contracts that requires
you to combine these skills and knowledge. This combination would not only allow you
to write the product code, but also to understand the requirements of the target buyers/
users, along with understanding how their industry operates. Using this combination to
its full effect provides you with advantages in both the bidding and product development
processes that your competition will find difficult to match.

The use of such specialized advantages are considered to be sustainable, as most
competitors will be unable to up skill their capabilities and/or access substitutes that allow
them to offer alternative solutions to meet the same value propositions. An example of
how competitors can bypass skills and knowledge advantages you may have is the modern
website design market. Originally, website creation required an understanding of HTML
to get started, hence locking out players without these skills and keeping project rates
within the region of £5,000 for a basic website.

These days, the availability of web page creation features in common software such as
Microsoft Word and through online services like Wix.com (http://www.wix.com),
has opened opportunities for new market entrants who barely have any technical skills.
As a result, the market has become flooded with people offering to create websites at
hardly any cost; massively disrupting how players can compete, along with distorting
expectations of buyers who don't understand the difference between skilled web
developers/designers and someone who exaggerates their abilities. Those days of £5,000
websites made from simple HTML are long gone; now replaced with buyer expectations
to have their websites provided with full content management systems, SEO, responsive
design and other expensive to implement features—for as little as £100! Unfortunately,
this story is not uncommon when operating with advantages that are not sustainable.
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Programming skills can also be utilized to develop a sustainable advantage in the form

of your own in-house systems that increase the efficiency of your processes and/or allow
you to provide new types of value proposition. This can be effective where you have levels
of skill and knowledge that are unavailable to competitors in the industry—the software
equivalent of the Colonel's secret recipe.

Red tape is a potential form of sustainable advantage in the form of certifications, patents,
trust, and reputation, that can be difficult or discouraging for your competitors to earn
when there is a cost of time and effort.

Key considerations:

>» How easy is it for your competitors to copy your service or product?
What substitutes can your competitors use to provide the same solution?
What resources and/or skills can you access that the competition can't?
Do you have patents that can stop competitors copying your USP's?

Have you or can you develop in-house systems to make you more competitive?

vV VvV V VY VY

What do market competitors have that you don't?

Team domain — mission, aspirations,
and propensity for risk

Having assessed the market environment and your ability to operate within it, the next
step is to identify the level of commitment you have to making the business work. This
assessment includes any other people you may be working with, or just yourself if you
are working alone.

There are many factors that affect an individual or team's commitment to entering
business. Motivations relating to personal interests, desired lifestyle, subject passion, and
ethics can play a large part in persuading people to commit the required effort to make
the business a success, whereas risks relating to finances and career progression may be
barriers to commitment. Hard work is another factor that may deter people from being
willing to commit to the business idea.

"One may know how to conguer without being able to do it. "
—Sun Tzu, The Art of War

The importance of commitment shouldn't be underestimated. Regardless of how feasible
the business idea and the opportunities that exist in the market are, a business plan can
only be executed by people who are willing and able to commit to doing the job.
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Key considerations:

» Are you passionate about your idea?

vV VV VY VY VY

‘What are your interests in the idea?

‘What do you want to achieve with the business idea?

Can you afford to take the associated financial risk?

Are you willing to make the required financial commitment?

How will engaging the business idea affect your career progression?

Will failing affect your reputation?

Are you willing to work the long hours and put the hard work required by

the business?

Team domain — ability to execute on the critical
success factors

Not all factors in business have the same weight in contributing to success, with some
allowing you to succeed without them and others being a mandatory requirement.

The factors that are mandatory for the success of the business are called critical success
factors—there should be special consideration to identify whether you and your team
can successfully execute them.

Key considerations:

» Which decisions can critically harm the business if you get them wrong?

>

>
>
>

‘Who is in the best position to make these decisions?
‘What experience do they have in making similar decisions?
‘What were the outcomes when they made these decisions?

Are there key partners that you can consult to make more
informed decisions?

» Which activities does the business idea require to be fully and
successfully executed?

>
>
>

‘Who has the skills to perform these activities?
‘What level of experience do they have in these activities?

Can you access replacements if they become unavailable or leave
the team?

Are there key partners that you can collaborate with to increase the
chances of successful execution?
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» Which decisions have the potential to significantly enhance the performance of
the business?

>

>

Are you or any of your team members in a position to make these
decisions?

Is there a track record of making the best choice in this type of decision?

Do you or your team member(s) have the ability to perform adequate
levels of analysis for making these decisions?

Are there key partners who can provide you with consultancy to enhance
the quality of these decisions?

» Which activities have a significant impact on the success potential of
the business?

>

>

>

Do you or your team have an advanced level of skill to perform
these activities?

Are these activities going to distract you or your team from performing
the activities that their skill set are best suited to?

Is it worth outsourcing these activities to a specialist key partner who
has the required level of experience to execute these activities to a
higher standard?

Connectedness up and down the value chain

The saying of it not being what you know but who you know is never more true than in
business. Successful business often comes down to having good connections, hence there
being a need to identify whether you and your team are positioned well enough with
people you know to make your business idea work.

Some situations require you to identify your connections to solve a problem, whereas
other situations require you to identify what types of people you and your team know
that place you in a unique position to engage business.

Key considerations:

» Do you know people who can supply you with the resources required by your
business idea?

» How good are your relationships with these people?

» Do you have relationships with people who can distribute your product
or service?

>

>
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» Do you have relationships with people who are potentially in your
customer segments?

>
>
>

Can they be persuaded to advocate your product or service?
‘Would they want to buy your product or service?

‘Would your relationship make them want to buy from you instead of
the competition?

‘Why would they want to buy from you instead of the competition?

Can you use your knowledge of these people to make your value
propositions more attractive to them?

Is their trust in you a factor that will make buying from you more
appealing to them?

» Do you have relationships with businesses you will compete with?

>
>

How will your business idea affect your relationship with them?

Can these businesses be viewed as a key partner in any way?

The McKinsey 7S framework

Understanding the components you need in your business and how they link to each
other is an important part of designing a successful business model. The McKinsey
7S framework can be used as a reminder to identify the components you need in your
business and how they relate to each other. In essence, this framework is a simplified
version of the Business Model Canvas, but with relationships already identified:

p

Strategy

[ skills T { StructQ

Super-
ordinate
Goals
(Shared
Values)

[ Style { S@
Stafy

Figure 3.6: The relationships of the seven components of a business.
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Goals and shared values

The central component of your business are the goals and shared values that your business
exists to fulfill. For some organizations, this is simply to make a profit, whereas other
organizations such as charities and social enterprises place a higher priority on their social
agendas. Understanding ambitions will allow you to accurately define the requirements of
each of the other components in order to fulfill them.

Strategy

Possibly more than any other component, strategy is dictated by the central element that
defines the goals and shared values of the organization. There is always going to be more
than one method to achieve the same goal, hence the type of strategy you use will depend
on your vision, aspirations and ethics. Make sure to develop a strategy that your team

are both comfortable and capable of executing to avoid failure resulting from conflicting
politics and lack of experience—in other words don't be over ambitious.

Skills

A strategy has no value unless it can be executed with the skills needed for it to succeed.
Ideally, the strategy should be designed to make use of the skills that you and your team
already have, but there may also be the requirement for skills that you don't have—or at
least not to the level required to successfully execute the strategy. There is a requirement
in this type of situation to either hire new staff who have the required skills, or to identify
key partners who can contribute to the strategy's execution. In the case of using key
partners, this can be achieved by partnering with other freelancers, contractors, and
businesses, who specialize in the skills required; although caution should be taken to make
sure that the key partners you select have the right level of skills and can operate in a way
compatible with the style that you and your team use to work, in order to avoid conflict.

Structure

The execution of strategy through the deployment of skills needs to be performed in a
structured way that avoids problematic situations and conflict occurring through politics.
This involves the use of a formal structure to identify which members of the team are able
to make certain types of decisions and who is responsible for managing different staff
and key partners who have been brought into the project for collaboration. Structure is

all about facilitating a high quality flow of information that improves performance and
decision making capabilities.
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Style

The style in which you and your team engage business activities is an important factor that
can avoid both technical and political conflicts. When it comes to writing your software, all
team members need to be able to write code in a consistent style that other team members
are able to understand; having just one person break this can introduce both technical

and political conflict to the business. This highlights the need to vet skill capabilities

when recruiting new staff and selecting key partners for collaboration. The same issue of
execution style exists for other areas of the business aside from the technical programming
implementation, hence the need to ensure there are shared styles for working across all
business activities.

Systems

The performance of all other entities in the organization are enhanced by the systems
you use, hence the need to make sure that you make use of the right systems that can
provide both capability and efficiency. Along with skills, systems are what allow you and
your staff to play a part in the strategy's execution, hence the importance of ensuring that
everyone has the required levels of skills to use the systems they need to execute their part
of the strategy.

Staff

This could just be yourself if you are working as a lone software developer, or more likely
to involve key partners you collaborate with and people you employ. Either way, staff are an
important part of your business because businesses don't run themselves. There is a need to
ensure that the people in your business have a compatible style of working, skills required
to execute their part of the strategy and the ability to use the systems of the business. It is
also a big advantage to have staff sharing the same values of the business in order to ensure
consistency and to avoid political conflicts that disrupt execution of the strategy based on
differing ethics and values.

Fitting everything together

With this chapter identifying several tools that can be used to build your business model,
it is now time to put this knowledge into practice. This section will look at how these tools
describe two businesses who target the same customer segments, but use different software
business models.
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The business descriptions

The first step in our comparison is to describe the two businesses. Both target the education
market, providing software based solutions for primary and secondary school learning, but
using different software business models that affect how they provide their solution and
hence how they operate.

IXL Learning

Based on the SaaS model, this is a web-based software service for children to learn and
practice math skills required by their school curriculum. The service tackles the school
curriculum requirements by providing access to a large number of math activities that
children, parents, and teachers can pick and choose from. The interactive activities are
made more appealing to parents and teachers by tracking the child's progress in order
to provide access to reports that identify what progress has been made during the child's
engagement with the online activities.

Nextpoint

Using the software supporting a service model, Nextpoint operates a traditional tuition
agency style business that focuses on the same market as IXL, but with a specific focus

on teaching a specific learning strategy to people who struggle with math. The business
uses a software system designed to support all activities related to providing tuition
services, including session booking, creation of learning plans and engagement of revision
exercises. Students are provided with access to an online login account where they can
access software service features relating to

the tuition services they are engaging.

Comparison: McKinsey 7S framework

Although both businesses operate in the same market, it is clear from their descriptions
that there are significant differences in their approach to providing a solution that affects
how their software systems are used. These differences can be summarized using the
McKinsey 7S framework, which identifies their operation structure and motivations.
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Goals and shared values

The shared goals and values for each of the businesses identifies the similarities and
differences of the problems they aim to solve and their value proposition:

IXL Learning Nextpoint
Focus: Focus:
m Technology first and foremost m Learning strategy first and
. foremost
Education:
Education:

m  Solve real world problems in
education

m Help teachers to teach and
students to learn

m Improve the learning process

Technology:

m Focus on creating technology to
reshape learning and teaching
for the better

m Belief in the power of
technology enhancing learning
through creativity

m Mission to innovate education

m Break barriers to understanding
math concepts

m Provide an effective learning
strategy for disadvantaged
learners

m Innovate teaching and learning
for disadvantaged learners
through strategy

Technology:

m Focus on technology to assist
executing the learning strategy

m Technology as a tool to engage
learners

m Technology as a tool for
extending the learning methods

m Belief in the power of
technology to enhance decisions
in teaching strategy
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Strategy

The strategy adopted by each business is a complete reflection of their goals and shared
values, hence their strategy having an equivalent component for each of the identified core

values:
IXL Learning Nextpoint
Focus: Focus:

m Identify problems in teaching m Identify the causes of problems
and learning that can be in learning and develop learning
addressed with the help of methods to overcome them
software technologies )

Education:
Education: m  Develop new ways to express

m  Match software apps to their math concepts using non math
real world counterpart problem thinking processes

m  Develop specific tools to m Teach learners to think of math
improve engagement of inline with everyday thought
mainstream teaching strategies processes

m Help teachers and parents m Engage parents and teachers
integrate the use of IXL concerned about learners who are
Learning tools into their struggling with math
teaching and coaching routines ) )

Provid 4 ¢ m Provide a specific range of

W [Frovide a wide range o ¢ content to match the tuition
content to meet every area o programs provided
the school curriculum

Technology:
Technology: )
Build softw ) h m  Build software components to

®  Build software tools to matc match learning strategy concepts
the needs of teachers and ) )
learners m Use software to increase learning

S engagement

m Integrate creativity into )

learning exercises m Create software tools to influence
. delivery of tuition sessions

m Enhance the execution of ]
teaching strategy through the m Build software that can make
use of IXL.com software sense of learner progression for

better lesson planning
Sales: :
m Develop reporting tools that

m  Higher volume sales with identify causes of problems for
lower sale pricing better decision making in teaching

Sales:
m  Lower volume sales with higher
sale pricing
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Skills

The models used by both businesses make use of many skills, that are shared between
them, to produce and raise awareness of the core software components. The differences
in how the business strategies focus their delivery of learning solutions introduce two
main differences in the skill sets used. With IXL Learning focusing on international high
volume sales, their learning product has been made available in 11 languages and hence
requires skills in language translation. In contrast, Nextpoint only sell tuition services to

a local geographical area within the UK and so hence can avoid the effort and expenses
of language translation, but requires teaching skills in order to provide the tuition services
that are sold to their customers:

IXL Learning Nextpoint
m Learning content design m Learning content design
Graphic design m  Graphic design
m Software development m Software development
m  Marketing m  Marketing
m  Project management m Project management
m  Customer support m Customer support
m  Quality assurance / testing m Quality assurance / testing
m Language translation m Teaching

Structure

Despite both businesses being involved in the development of software that focuses on
delivering solutions for learning math, the differences in their goals, values and strategy
results in a completely different structure for their operations. With IXL Learning trading
internationally, their organization structure has specific departments with people engaging
job roles matching a specific skill set.
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On the other hand, Nextpoint is a micro business that operates a highly agile structure that
keeps overheads to a minimum through the use of outsourcing to key partners and engaging
staff across multiple activities; in short, the Nextpoint structure could be operated as a very
small team or even as an individual:

IXL Learning Nextpoint
m  Chief Executive Officer (CEO) who m Director of the business who
defines the overall direction of the defines the overall direction of
business the business
m  Department teams, each having a m Director, staff and key
director responsible for executing their partnership collaborators/
individual area of the business strategy: suppliers contribute to multiple
>  Finance/accounts areas of the business strategy:
> Sales » Finance/accounts
» Marketing > Sales
» Customer support > Marketing
» Customer support
m Product development:
» System development
» Content development .
» Teaching

» Software development
&IT

» Product management

»  Quality assurance

Style

The styles of business engaged by both are vastly different due to the differences in their
structure and strategy. With IXL Learning being a much larger organization consisting of
fixed departments that require more overhead commitments, there is a higher requirement
for operations to be formal and structured so that each department can run in harmony
with each other for executing the business strategy and further developing the software
within targeted release schedules and budget.

With Nextpoint being a much smaller business and not making money directly from

the software development, the business is able to operate in a less formal fashion. Best
practices are still adhered to for ensuring the quality of software code, but with significant
differences in job roles combining skills from multiple domains when required:

IXL Learning Nextpoint
m Structured and formal processes for co- m Agile operation of business
ordination of departments processes
m Emphasis on best practices for software m Emphasis on best practices for
development software development
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Systems

Despite both businesses operating different software business models in ways that are
often the opposite to each other, they both share a dependence on software systems that
are central to their operations. The main differences are in the customer facing systems
used by each business, with IXL providing a much wider range of topics to make their
subscription options more relevant and appealing, while Nextpoint only provides content
and features that are related to supporting their tuition programs:

IXL Learning

Nextpoint

In-house developed learning software is
the product sold to customers:

Access to learning exercises:
»  Wide range of topics

»  For use as revision exercises

Access to learning reports:

»  Generated by learning

exercise interactions

Additional systems for:

»  Sales and marketing

»  Accountancy management
Additional systems for
Communications:

» Internal communications

»  External communications

In-house developed learning platform
is the product to support and enhance
the service sold to customers:

>  Ability to request tuition
sessions

»  Access to tuition session
history
Access to tuition program learning
content:

»  Specific to registered
tuition programs

»  For use as revision
exercises

»  For use within tuition
sessions
Access to learning reports:

»  Generated within tuition
sessions

» Generated via learning
content interactions
Additional systems for:
» Sales and marketing
»  Accountancy
management
Additional systems for
Communications:
» Internal communications
»  External communications

» Delivery of tuition
services via Skype
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Staff

‘With both businesses having a focus on using software technologies as a major part of
delivering their education solutions, they share a strong emphasis for a large number of
their staff and key partner collaborators to be involved in the production of the education
learning content, whether this be through programming, design of graphics or concept
design for software features. The key difference is in how staff of IXL Learning are hired
for a very specific type of job, whereas Nextpoint as a small agile business will get staff
and key partner collaborators in any area of the business that they have suitable skills to

engage.

IXL Learning

Nextpoint

Shared values:

Interest in improving
education through
technology

Specialist roles:

Sales people—Multiple
specialist sales roles

Marketeers—Multiple
specialist marketing roles

Accountants

HR

Product management
Product designers,
Product managers

User interface designers
‘Web production artists

Front end software
developers

Server side software
developers

Data analyst

Quality assurance

Shared values:

Interest in improving education through
modernized learning strategy

Specialist roles:

Accountant (Key Partnership)

Semi-specialist roles:

Full stack software developer—one
programmers takes responsibility for the full
software system; with scope to expand later or
develop key partnerships in this area later if
required

Content developers—Multi-skilled content
creators who have skills and experience in
teaching, programming and content design

Tutors—Provide the tuition service directly to
the customers

Generalist roles:

Marketing and sales—Engaged by the full team
where required

Quality assurance—Testing performed by team
members and key partners to identify software
issues before release
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Comparison — Business Model Canvas

Another of the tools covered in this chapter that can be used to compare both businesses

is the Business Model Canvas, which provides a more detailed insight to the different
components of the business models. The Business Model Canvas highlights how both
business models share common elements in many of their categories, with the exception of
the categories for value propositions, revenue streams and customer segments. It becomes
clear from these categories that although IXL Learning and Nextpoint use software to
provide solutions for a similar type of problem, there are vast differences between their value
propositions, revenue streams and customer segments—with the former business model
designed as a solution to help people teach and the latter model being designed to deliver
the teaching services. Another major difference between between the two models lies within
their value propositions and target market segments. The former being designed to help
with mainstream teaching and appeal to the mass market, while the latter focuses on a the
smaller segment of the market that need an alternative to mainstream teaching strategy;
hence why the learning method is part of the value proposition.

Even though these differences may sound small on paper, they have a large impact that
cascades throughout the full structure and execution of their models. With software being
key elements of both models, it is important for the software components to be designed
in a way that supports their owner's business strategy. Whereas both businesses make use
of software to deliver learning solutions for math, the way that the software is designed
and provided to customer segments are different due how the businesses differ in their
structure and operation strategy. Their software systems are designed in a way that reflects
how their business operates—one has a revenue stream from selling subscriptions to use
the software, while the other's revenue stream is from the services that the software creates
a demand for. This identification shows how one model's software design is influenced

by an agenda to reduce support in order to eliminate user costs, while the other's model
benefits when its software design can create more demand for support as an opportunity
to sell services.
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IXL Learning

Key Partners:
m Google—
AdWords

m  Education
websites.

m  Web hosting
suppliers.

m  Internet service
provider (ISP).

m  Mobile and
landline
communications
provider.

m  Printing
companies

Key Activities:

m  Education

content design.

m  Software
development.

m  Software
testing.

m  System
maintenance.

®  Social media
marketing.

m  Customer
support

Key Resources:

m  Software
system
platform.

m  Servers.

m  Education
content.

m  Internet access.

m Web hosting

Value Proposition:

Improve math
skills.

Improve
confidence.

Pass exams.

Motivate students
to study.

Increase
student/teacher
engagement in
learning.

Understand
learning
performance.

Compare learning
performance to
curriculum targets.

Allow more
informed decision
making for lesson
planning and
teaching strategy.

Reduce homework
marking.

Reduce stress.

Make more time
available for other
teaching activities.

Embrace
technology for
learning—key
selling point for
schools

Channels:

Online advertising.

Education
websites.

Education
exhibitions.

Tutors
(recommendations
to parents)

Social media—
Facebook, Twitter,
Google+ and
Pinterest

Customer
Relationships:

m Monthly
family
subscription.

m  Annual
family
subscription.

m  Annual class
subscription
for teachers.

m  Multiple
class
subscriptions
for schools

Customer
Segments
m Teachers
m  Schools
m  Tutors
m Parents
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Cost Structure:

development.

m Web hosting.

m  Advertising—especially via Google

AdWords.

m  Exhibition space

Staff costs—mostly in software design and [ ]

Revenue Streams:

Family—subscriptions to apps and
reporting features.

m  Upgrade subscription for extra family
members after the first child.

B School—class subscriptions to apps and
reporting features.

m  Upgrade class subscriptions for more

than 30 children.
m  New subscriptions for each class using
the system
Nextpoint
Key partners: Key activities: Value Customer Customer Segments
m  Tutor directories m  Tuition delivery proposition: relationships: m Parents
. ] m Fi
m Teachers m  Learning Qvercorpe lxed. m Tutors
strategy design difficulties duration
m  Tutors in learning tuition m  Training
. m  Education math course organizations
= Web hosting corllltent design s
suppliers & m  Improve m  Oneoff
. m  Software math skills tuition
m  Internet service development
provider (ISP) P m  Learn m Day course
. ] i math
m Mobile and Software testing m Access to
. faster .
landline m  System learning
communications maintenance m Motivate tools for
rovider . . students deliverin
prov m  Social media 1 °ring
. . earning
m  Printing marketing m  Pass strategy
mpani exams
companies m Content
m  Subcontractors marketing m Reduce
stress
m Customer
support m  Develop
and
Key resources: manage an Channels:
> Tutors effective m  Tutor
> Software learning directories
strategy .
system m Education
platform m  Embrace websites
. new .
> Education . m  Social
teaching ‘
content strategy media—
. Facebook,
> Mobile R
Internet Twitter,
LinkedIn
access
. m L i
>  Web hosting carning
support
networks

89<




Defining Your Business Model

Cost Structure: Revenue Streams:
m  Staff salary m  Tuition services (parents)
m  Subcontractor fees m Course delivery (training organizations)
m Web hosting m  Commission from tuition (tutors)
m  Travel expenses

Comparison: conclusion

Despite both business models aiming to solve the same type of problem, it becomes clear
after more detailed investigation that there are significant differences in terms of their
core values, how they solve the problem and how the resulting features of the software
are designed and developed to become part of the business.

IXL Learning

With IXL Learning's income stream coming from subscriptions to their learning platform,
its business model becomes highly focused on providing value propositions for their
customer segments that justify buying subscriptions. These value propositions revolve
around providing solutions that make it easier to manage learners—whether it be
parents of children who may or may not understand the school curriculum requirements
themselves, or teachers who are under pressure to manage large class sizes. The value
propositions provided through the software platform are not only a method to help
children learn more about math, but also a way to reduce the workload of teachers

by reducing the need to mark homework, assist with report writing and also to make
informed decisions for lesson planning. All of these are key motivations that persuade
teachers to actively persuade their schools to buy subscriptions with IXL Learning.

Additionally, IXL Learning subscriptions are designed in a way that allows the business

to maximize their profitability by adjusting prices to appeal to the two customer segments
they target. Both pricing methods are designed to specifically appeal to their target
customer segment so that the higher paying customer segment can't opt to buy the cheaper
option. Furthermore, the revenue potential of each customer segment is maximized by
the need to pay a small amount extra once the number of students per class or family has
been exceeded. Schools are a lucrative customer segment because they have to pay per
class; with class sizes reaching 40+ students, that a lot of money being paid per school!
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Nextpoint

The Nextpoint business model is very much the opposite the one used by IXL Learning,
despite it sharing many similarities on paper. The most obvious difference is that
Nextpoint doesn't sell subscriptions to its software platform; it instead uses software as a
value proposition and resource to increase efficiency in the delivery of tuition services. As
a result, their learning platform exists to support the delivery of services to maximize both
customer satisfaction and profitability. As far as the Nextpoint model is concerned, it is
just a coincidence that software has been identified as a supporting resource used by the
business strategy.

The core values of Nextpoint are based on the delivery of a specific learning strategy for
math. As a result, the model's value propositions are defined around around the consistent
theme of providing alternative methods for learning math. This theme reaches throughout
the business model to heavily influence the design and execution of both the software and
business strategy.

Unlike IXL Learning's platform which is designed to maximize income from revenue
streams generated from paid subscriptions, Nextpoint's learning platform is designed to
support and create demand for services that are purchased by customers. This means
that in order for the software to provide value to the business model, it must play a role
in maximizing profit potential from tuition services sold and open opportunities for new
service sales. The software provides its best contribution to the business model when

it can provide learning guidance in a way that reduces time for admin and tutors spent
on paperwork and lesson preparation, while increasing the satisfaction and interest of
the customer segments to a point where they want to purchase more tuition and/or
complimentary services. As a result, the design of the software revolves achieving
these agendas.

Summary

Advances in computing technology and their adoption by the mainstream public has
opened many new opportunities for the design of software-oriented business models.

The computing technology advancements that without doubt have had the most impact

is the mainstream adoption of the Internet—with its sidekick, the web. Both which have
allowed new ways for software to be accessed and hence new ways for software businesses
to operate.

The ability to consider SaaS to be subscribed to and/or support other purchased services
means that you no longer need to consider your software business to be primarily about
writing software, but also about creating services. This is an attractive option to consider
for your business venture when considering how software products and development skills
are becoming increasingly devalued through market trends like the introduction of free to
play (F2P) gaming, misleading media coverage and the availability of content authoring
tools such as PowerPoint are leading to an expectation for software to be freely available
and software development to be provided for near minimum wage.
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For people wanting to engage the more traditional software business models that focus
on creating SaaP or service, there are many opportunities to be successful where you
can identify market segments where there is enough demand from people willing to pay
what the product or project is worth; these primarily being businesses with financial
turnovers in the millions rather than in the tens or hundreds of thousands. The good
news for anyone wanting to operate in the provision of software development services is
that the vast majority of IT business projects are still in the domain of custom software
development. However, with the advent of cloud IT services, times are changing—with
organizations being tempted to eliminate the maintenance of their bespoke systems by
moving their IT infrastructure to the cloud.

Regardless of which type of model you choose to base your business on, there is a need
to fully define and validate the idea in order to understand how everything fits together;
and whether it's at all viable. It's for this reason that formal tools exist for you to use

in designing your business model—each having their own identifications to highlight.
Seven Domains Assessment framework is a tool worth considering before commencing
the formal design of your business model so that the idea can be tested against basic
criteria required for success. Upon confirmation that the idea can succeed, other tools
such as the Business Model Canvas and McKinsey 7S framework can be used to build
a description of the business model in a way that guarantees all major components and
their relationships are defined.
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Branding is an important factor in the success of any business, whether it be a corporation
on the scale of companies like Google and Sony, or a small one-man freelance business.
The mistake a lot of people make in their assumption about branding is that it is simply

a design that is applied to visual marketing materials such as brochures and websites.
Although these visual elements may be part of the mix that form a brand, they are not the
brand. This chapter looks at what branding really is, and how you can focus on activities
to build your own brand in a way that can positively affect your ability to make sales and
increase profitability.

A brief definition of what branding is
and isn't

A client once said to me that he had a brilliant idea for a brand to use for his new business; it
would have a certain type of logo, and xyz visuals for the letterhead and his website. As nice
as the client is, it was clear to me at the time that he didn't understand what branding was or
how to apply it to his business strategy. With the wrong people giving advice to this client,
he could have spent a lot of time and money on design services that ultimately wouldn't
deliver a return on his investment—not because there would be a fault with the design,

but because the design elements aren't created to support his brand. Many people not in

the know would be confused at this point, because surely creating a brand is all about how
people see you through your logo, business literature, and so on.?

It is this question that is the answer to why so many people have the wrong idea of what
branding is about. Branding isn't about what people see of you, but what they think of
you. It's true that people will make a judgment about your capabilities based on how you
visually present yourself, but even this comes down to what they think about what they are
seeing. The best visually designed brochure or website in the world isn't going to generate a
lot of business if it is full of spelling mistakes, or written in a way that doesn't connect with
the reader. A business will not generate sales with customers who have read bad reviews or
who have been told bad stories of how the business operates. Visual branding plays a part
of forming a perception of the business, but the exercise of branding is always going to be
about making people think of you in the way that you want them to think of you.
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This radically different view of what branding is about opens a wider scope for the types
of activities you should be thinking about engaging to build your business brand.

» Who are you targeting?
>» How do you want these people to perceive you?

» Do you want to be considered as a specialist, or do you want to be considered
as more of a generalist?

» What are your USPs (Unique Selling Points) and how do you want people to
recognize them?

» What values do you want people to associate you with?

These are all very important questions that you need to know the answers to in order to
be successful in building a brand that is of value to how you market yourself to win new
clients as well as retain existing clients, and secure more work.

Know your audience

Knowing who you are aiming to sell to is the most important question to know the answer
to, not just because you need to know what they want to buy, but because the answer to
this question dictates how the answers to your other branding questions are formed.

Software development is a difficult service to sell if the client doesn't know what they
want or need because it's not easy for them to see the relationship between what software
does and the benefits provided. Knowing about your audience gives you some advantage
in the sense that it allows you to identify what benefits to focus on when you talk about
what you offer. Even more so, specializing your software development in one sector or
for one purpose allows you to better understand how you can benefit your target market
and to be more specific in describing those benefits when you are speaking to people.

If you intend to become a generalist freelancer, you will have different types of client
who buy different types of services from you—some of which may be outside the scope
of programming. This is also good because it means you can fill more of your time with
work that pays and allows you to reduce the risk of having no work when the demand for
one type of service dries up. In terms of branding, you would want to avoid becoming
known as a jack of all trades, so focusing your different services around a common theme
such as marketing will allow you to be seen as an expert in this area, rather than someone
who will give anything a try.

Identify perceptions required for objectives

Once you know which audiences you want to aim your services toward, the next step is to
identify how you want them to think of you. As defined earlier in this chapter, branding is
all about controlling how people think of you in order, and in the sense of a business, these
perceptions must link to benefits for the business that help it achieve its objectives. What
objectives do you have that rely on how people think of you? Some examples may include:
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Objective Perceptions required
Charge premium rates above the m Highly experienced in the field you
industry average operate in

m Detailed knowledge of the subject on
a level that others wouldn't know

B Ability to write the type of code to
solve problems others can't

m Able to apply experience and
knowledge to deliver additional
benefits relating to quality, time, and
financial savings that more than cover
any fee you charge

Sell lots to people with smaller budgets m Inexpensive to hire
Make sales to people who don't have m Approachable and willing to provide
technical knowledge advice

m Easy to understand

Sell to busy people m  Known for delivering what's been
promised on time and without
problems

m High amount of customer satisfaction

Get coverage in the media m Specialists in the area you operate

Reliable as a source of accurate
information

m Easy to approach when required

By making this type of list, it becomes a lot more clear what type of brand perceptions
you need to build in order to help you achieve your objectives. Although branding is
closely related to sales and marketing, you will also see that not all objectives are directly
about making sales, such as getting media coverage, being able to charge above the
industry rates, and being considered as environmentally friendly.

Specializing — becoming a domain expert

The decision to specialize in delivering a specific type of software development service
may rule out the majority of the market you can sell to, but it also provides the advantage
of significantly increased capability of closing sales with the people you are specializing
in selling to; in some situations, you are also able to command a higher rate. This isn't
because people have a preference for you to only develop the type of software they want,
but the fact that you specialize in the type of software development they need gives them
more confidence that you understand their requirements.
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Additionally, because you specialize, you are able to create your marketing material and
sales pitch to be more specific; to communicate exactly how buyers benefit from buying
into you; whether it be your case studies, describing examples or the style of writing that
appeals to the people you are marketing to, your specialism allows you to appear to be
perceived as having already delivered what the buyer wants, hence being a lower risk for
anything going wrong and more capable of turning things around if they do.

Specializing as a software developer can come in the form of only servicing a specific
type of client, or only working with specific types of technologies. Both of these open
opportunities to get recommended for work because you simplify the message of what
you are about and what you do. The following are examples of how some software
developers decide to specialize:
» Sector specialization:

» Marketing

» E-commerce

» E-learning

» Security

» Technology specialization:

» Front-end web development
Server-side web development
PHP
HTMLS5
Java
Moodle
» WordPress

YV V V V V

You will notice the last examples in the list being Moodle and WordPress, both of which
are systems developed with PHP. These are popular systems that a lot of people specifically
request to be used in their projects, with a lot of the people hiring not knowing that there is
any relationship between PHP and these systems. Whereas good PHP programmers will

be more than capable of installing and modifying Moodle and WordPress because they are
PHP systems, the perception of the buyer will be that someone perceived as a specialist in
Moodle or WordPress is the better person to hire—even though the WordPress specialist is
likely to have much less capability; it's well known that a lot of people classed as WordPress
specialists are good at installing WordPress and tinkering with the code, but aren't quite
programmers, similar to how users of Instagram are not often real photographers, or where
someone who can create a website with Wix isn't a web developer if they don't have coding
skills. Even though the PHP developer is the better candidate, the WordPress specialist will
win more WordPress projects because of how they are perceived to be capable of delivering
more with WordPress, hence showing the importance of defining how people perceive
your capabilities.
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Generalizing — targeting a wider audience

The opposite strategy to specializing is generalizing, which although has the risk

of having you perceived as a jack of all trades, can also pay off if executed well.
When using a generalist strategy, it's important to set yourself apart from specialists,
which includes not using phrases in your marketing that suggest you are a specialist—
there are few better ways to lose the trust of a knowledgeable customer by claiming

to be a specialist in one subject/service, and then in the same conversation/marketing
claim to offer a list of other services:

Specialists in Wedding Photography

We specialize in the provision of the best photography for your wedding day.
You only have one wedding day. No room for mistakes in your photography.

Check out our other services:

Window Cleaning

Web Design
IT Support

Figure 4.1: Would you trust an advert that claims to specialize and at the same time contradicts itself by offering
unrelated services? The stakes are even higher when there is no room for mistake in what you are buying.

The main strength of being a generalist is the ability to increase your relevance to a

wider range of projects, and providing that you have the level of skill that these project
opportunities require, finding new work upon completion of a project is likely to be much
easier because your skill set can be applied in many more ways than those of a specialist;
the trick for being a generalist is to know the level of complexity you can deliver in the
areas you generalize in so that you can hand pick projects that you can successfully
complete without running into difficulties—not always an easy task considering that

even specialists still run into problems with these issues.

As a generalist, the perception you must work hard to avoid is of being a jack of all trades,
which affects your credibility and your negotiation capabilities to win higher-paying
projects. Credibility is important for branding exercises because:

» Itis an asset for generating word of mouth recommendations that lead to sales

» It can be used to open media exposure to get known by more people and
increase credibility

» Itis a factor taken into account by clients when selecting a supplier

» It can be used to boost the appeal of project tenders you make
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With branding being all about managing perceptions, the way to avoid being classed as

a jack of all trades and to produce a perception of higher integrity is to be selective with
communications used with the people you deal with. The following are some ideas of
what a generalist developer providing a wide range of software services, from games
development, to web design, e-commerce, and CRM systems may want to communicate:

Target Core subjects communicated Optional specifics to
mention
Start-up m Internet sales and marketing m  Websites
businesses m Pay per click
advertising
m Affiliate systems
m Social media
Established m Software for marketing m Phone apps
businesses m IT business systems m Viral games
m Internet sales and marketing m Facebook apps
m Internet sales and
marketing
m CRM systems
m Invoicing systems
m Databases
m SEO
Entertainment m Lifestyle and information apps m  Game design
journalist m Games m  Game programming
technologies
Business m  Successes of client business m Databases
journalist systems m Software systems
[ .Current. technology. m CRM systems
innovations and their case
studies m Internet sales and
. . marketing
m Future technologies and their
expected impact on business
operations
Technology m  Web systems security m Software systems
journalist Emerging technologies
Case studies of completed
client projects
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Take note of how the proposed topics of discussion are defined as clear to understand
generalized subjects, as opposed to specific skills. For example, you may have various
skills in areas of web design, content writing, installation/configuration of open source
software systems, and management of pay-per-click advertising such as with Google
AdWords, but you will get a lot more people taking an interest in what you can do by
discussing the benefits of Internet marketing in general, as opposed to talking about the
technicalities of specific subjects such as what makes a good website or what how pay-
per-click advertising works. This is because people wanting to hire generalists are often the
types who are primarily interested in the outcome and have a specific goal of what they
want to achieve—for example they want to make more sales with better profit margins.

Another reason why people hire generalists is to reduce their involvement in managing
their projects. By selecting someone who can take on the responsibility of the entire
project, they reduce their requirements to manage the collaboration of specialists that
they would otherwise have to select. By presenting yourself as someone who can take
away the need to understand the technicalities and the need to spend time managing a
team of specialists, you present your services as a cost effective proposition that saves
money through saved time in addition to what the service delivers—and this is the
perception that you need to get across as your branding.

The following are tips for generalizing:

» Decide the generalist angle you want to communicate that doesn't involve
describing everything in minute detail—for example simplify websites, affiliate
marketing systems, e-commerce, and so on, to online sales and marketing systems

> Emphasize the benefits to the client in terms of time saved from selecting and
managing a team of specialists—in other words you take care of the whole problem

» Emphasize how the client doesn't need to learn specifics in order to make good
judgment on who to hire—that is your capability to deliver what you promise

> Build relationships with proven specialists for projects that require levels of skill
outside of your capability

Case study

Mark Smith, a freelance journalist who has written for heavyweight industry publications
including the Daily Mirror, has worked on numerous stories of all sizes that have required
the use of opinions and facts from sources to both build the story and provide credibility.
Sources have ranged from first-hand witnesses of historic events, including veterans of
World War 2, through to business owners and academics. Like many journalists, Mark
highly values regular contacts because they are trusted and easy to contact without
spending time on researching unknown and unproven people—especially where stories
can lead to legal action being taken against the newspaper on the basis of libel resulting
from incorrect information.
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The relevance of an information source is highly dependent on the situation and context
of a story, as well as the purpose they are being used to emphasize. In the case of a local
news story, someone with no industry or academic connection can still provide value by
allowing the story to show an opinion that is reflective of people who live in the area that
the story is being reported to.

The majority of work assignments given to Mark in his journalism career have been based
on tight deadlines with a specific space to fill for newspaper publications. As a result,
Mark has a list of people who are known to be knowledgeable about specific subjects so
that they can be contacted immediately in order to meet tight deadlines for stories given at
short notice. Although being knowledgeable on a subject is an important factor, the nature
of Mark's work having such tight deadlines means that a higher importance is given to
people who are known to be able to answer his phone calls, or if not, get back to him
quickly; the bottom line for information sources in any story is to have the quote ready for
when the story goes to print—because today's news has no value after tomorrow. Getting
exposure in the media through journalists is all about becoming an asset they can use to
solve their daily work dilemmas—how can you make them do their job better without
causing additional problems?

Being a specialist has two notable advantages for getting onto the contact list of
journalists—being simple to remember and highly specific to what you do. This means
that you are more likely to be the first person a journalist thinks of when they need to get
an informed opinion or facts about a story. Having an easy to describe specialism also
means that your description/profile is more likely to stand out when it comes to time
pressed journalists looking through their contact lists for useful information sources.

Kick starting perceptions

Getting people to perceive you in the way that best benefits your business and marketing
strategies will rarely happen quickly until you have momentum behind your brand. When
establishing your brand, you should consider activities that can positively influence how
people perceive you and give reasons to generate discussion about you in order to create
more awareness about you. In an age of social media platforms such as Twitter, LinkedIn
and Facebook, there has never been an easier time for kick starting your own brand.

The following are ideas for activities that can be used to kick start brand recognition

and perception:

Doing a good job

Not to be dismissed as a separate activity to branding; doing a good job for clients who
appreciate your work leads to recommendations and a list of people you can turn to for
providing references and positive quotes to use for your marketing materials.
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Unfortunately, doing a good job isn't just about doing a good job. Unlike other
professions where quality can be easily judged visually, quality in programming is often
about incorporating benefits such as flexibility and efficiency that can only be fully
appreciated with an understanding of the consequences of a bad job. In terms of brand
perception, this means that you can get yourself into a situation where clients perceive
your performance as poor when you have done a good job. This risk emphasizes the
importance of managing expectations and maintaining clear communications in

order to ensure that the client continues to perceive that you are doing a good job.

See chapters 6, 7, 8, and 12 for in-depth detail about managing this.

Limited time offers

Providing an offer that provides a significant increase in value compared to the industry
standard is a good way to get the attention of potential buyers. Offers of this type come
in many forms, whether it be lower price, two for one, extended support or packaging
complimentary products/services with the purchase. The increased value proposition
made with this type of offer is a good way to help potential buyers forget about any
doubts they have about your lack of track record.

Unfortunately, providing exceptional value comes at a cost—and if that cost isn't being
funded by the client, it is provided at a cost to yourself, which is unmaintainable in the
long term without your sacrificing earnings or risking losing money. The other issue faced
with offering exceptional value to win work is that people start to perceive this to be the
standard rather than the exception, which makes it difficult for you to generate profit
that's worth your time.

The time element is the most important part of the limited time offer. By emphasizing that
the offer is for a limited time throughout your marketing and delivery of the service or
software product, you minimize the risk of people assuming that the offer is the standard
that you offer; this is important because it is difficult to raise prices/rates after you have
already supplied at a lower price. This also has the advantage of persuading people to

buy sooner than later and to spread the word, especially through social media platforms
such as LinkedIn, Twitter and Facebook. If managed properly, this type of exposure can
lead to being hired again, but at your regular rates after the time-limited offer has expired;
happy clients impressed by your services will not only trust you to get the job done, but
they will recommend you to other people they know.

Competitions

Similar in a sense to limited-time offers, competitions are about providing something that
captures the interest of your target audience with a view to persuading them to register as
well as to spread the word via social networks, e-mails, blogs and media coverage. Like
with time limited offers, there is a cost for offering the prize of the competition, whether
it be a time or materials cost; never consider time to not be of value, because time spent
delivering a service as a prize is time not spent earning, hence there is a cost of lost
opportunity to work.
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The value of using competitions in your brand marketing is the amount of exposure
which helps you to become recognized as well as building your marketing database.
With the right type of prize aimed at the type of people you intend to sell to, combined
with the right marketing, the exposure gained can cost less than the equivalent exposure
generated through advertising and return a higher number of registrations.

‘When deciding on how to use competitions for your branding strategy, some thought

must go into selecting the type of prize that contributes to influencing the perception of
the service or software product you provide as well as being of interest to the audience you
target. Two potential prizes in high demand for Christmas of 2013 were Sony's Playstation
4 and Sesame Street Big Hugs Elmo; offering either of these as prizes would generate a

lot of interest, but neither prizes are likely to help your brand perception or marketing
database if you are selling software services for factory production line management.

Appropriate competition prizes needn't be expensive. By partnering with businesses who
offer complimentary services and products that aren't in direct competition with you,
there is the opportunity for you to run a competition using your brand that combines part
of your services or products with those you are partnering with. All parties are able to
benefit through the generation of competition registrants and possibly through how the
services/products can be combined in their functionality.

Branding exercises using competitions are only one part of a wider strategy. By using
competitions to build a relevant marketing database, you are able to make use of social
media and e-mail newsletter marketing to follow up and further engage competition
registrants to become more aware of your brand and allow you to become more relevant to
their interests—not to be confused with sending spam, so check out chapter 5 on marketing.

Rewarding customer loyalty

Showing recognition to your existing clients is a good way to make sure that they not only
keep buying from you. As a small business, you have the advantage of being able to get to
personally know all of your clients. Although it may be something you take for granted,
clients/customers are impressed when you are able to show that you recognize them
personally. This by itself is enough for them in return to remember you and therefore
increase the chances that they return to buy from you.

The concept of this type of recognition can be taken further by rewarding regular
customers—at a small cost, the customer/client can be persuaded to keep buying out of
a sense of loyalty in return for the reward. A good example is of a local pizza shop I use
most weeks to buy a pineapple pizza; they always know what I order and give a free can
of Sprite because I'm a regular. The cost of their freebie is minimal, but the impression
given from their customer service recognizing what I like to order as well as showing their
appreciation with the freebie generates a sense of appreciation and loyalty that none of
the other three pizza shops on the same road have gained; it would probably feel slightly
embarrassing to have them see me walk past their shop with a pizza from one of the
other shops who don't know me and probably couldn't care less who I was. The moral
of the story is a psychological one—recognizing your customers and emphasizing your
appreciation of loyalty through reward is a good way to ensure they keep coming back,
potentially to a point where they feel dealing with anyone else would be unethical.
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Rewarding loyalty can come in many forms from informal rewards such as the previous
example, to having a loyalty reward card such as those used by companies like Tesco,
Boots, and Starbucks. Depending on the type of software you provide and the type of
clients and customers you deal with, the type of rewards will vary, but should always be
around about the same ratio. Taking the preceding pizza example: the freebie is valued
at £0.60 and the pizza value is £6, so the reward discount is 10%. In a software example,
providing a reward to the value of 10% could be:

» For an iPhone game, giving a free in app purchase valued at £2 for every
£20 spent

» For a bespoke software client spending £20,000 on your services, doing
overtime to meet a few last minute changes, delivering additional training
and/or providing other complimentary services

» Sending a box of chocolates as a Christmas present to a small business who
hires you on a regular basis to make amendments to their website

The key to using customer loyalty rewards to enhance perceptions of your brand is to
be selective in who and what you reward, as well as making sure that the people you
are rewarding know that they are being rewarded; your brand will never benefit from
rewarding clients and customers if they perceive it to be part of the standard deal. In
terms of being selective of the reward, you not only want to be selective of the value of
the reward you provide in comparison to how much the client/customer spends with
you, but you also want to ensure that the gift is appreciated—that is there's no point

in sending an expensive bottle of champagne to a client who is teetotal; which may

be perceived as you not knowing much about them as a person.

Strategic partnerships

Forming partnerships with other businesses that are able to complement the software
development services or product you sell can be a way to gain recognition from potential
buyers who are aware of and trust the brands of your strategic partnerships. For the same
reason, care should be taken when selecting strategic partners to protect your brand and
customers from organizations who are discovered to have unethical business practices

or have a risk of having their own PR disasters in which an association brings your
reputation into disrepute.

Strategic partnerships should be a benefit to all parties involved, which includes your
clients and customers. Questions to consider when selecting organizations to approach
for forming strategic partnerships could include:

» What can they provide that will allow you to better serve your clients
and customers?
» Why would they be interested in partnering with you?

>» Do you have enough credibility for them to justify an interest in being
associated with you?
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It helps to be known by organizations you intend to form partnerships with, so having
an active networking strategy that makes use of social networks as well as real-world
networking will be of benefit.

Certifications

Getting the endorsement of organizations known by decision makers and influencers in
your target audience is a useful asset to gaining a level of trust in your capabilities. Keep
in mind that certifications are only as useful if they are known and trusted by the people
you are marketing to; a general small business owner will be likely to be more impressed
if you can you have some type of Google certification than a Zend developer certification,
which they are unlikely to know exists. On the other hand, people involved with software
development such as project managers looking to hire contractors may be more impressed
with the Zend certification because of it being more specific to showing knowledge of
good software development practices with PHP.

Influencers

Knowing who matters in influencing decisions and perceptions is important for
marketing. These are the people that a large amount of success will depend upon—a
good or negative opinion about you and your capabilities can make the difference in key
decision makers following through to make a purchase. Whether they be looking to invest
a significant amount, or many people making a small value purchase, buyers will always
feel more confident in dealing with you if you have been recommended by someone
whose opinion they trust.

There are many types of influencers, each of whom have the ability to influence in
different ways depending upon their social status and connection to decision makers.
On one scale, there are celebrity style influencers—who may be people well known in
an industry for their own achievements, or who could be real celebrities. This type of
influence is more about how celebrity influencers are known and trusted by the people
you are marketing to and their relevance to what you are marketing. It would be great to
have someone well known like Nigella Lawson to recommend your software product or
services, but unless there is a connection in what they are perceived to be an expert in
and what you are marketing, their recommendations would have little influence.

At the other end of the scale are the type of influencers whose importance many

people forget about. These are the people known personally in one way or another by
the influencer whose opinion and knowledge in related subjects are valued. This type

of influencer may not have the same mass audience influence as the celebrity influencer,
but they have a much more influence over the decision makers they influence because of
the personal connection. Examples include personal friends, family or co-workers who
have proven their loyalty and/or competency throughout the time they have been known
to the individual.
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As programmers, we generally tend to look at a lot of issues purely from a technical
angle. It's important to remember that unless decision makers have a background in
software development, the chances are that in most cases, and unfortunately for us as
programmers, technical perfection is rarely valued; and it's for this reason that that the
average decision maker wouldn't take your Zend certification as anything noteworthy,
even if you explained what it was about. This also applies to influencers, each of whom
have their own factors that they prioritize in making their opinion of you and your brand.
Knowing what factors influencers prioritize highest and acting to positively influence
perceptions of your qualities and capabilities in these areas is the best way to kick-start
their recommendations.

Reliability

» Punctuality : It's not uncommon for software projects to run over-schedule, you
only need to look at Government projects for evidence of this. People who are
aware of this issue in the IT industry, or who identify an importance for their
projects to be delivered to schedule, will be more impressed by your ability to
show that they can leave you to develop their software and have it ready for
when you've said it would be. Software development isn't easy to predict
timescales for, so perfecting your ability to achieve this will automatically
allow you to stand out from the crowd.

» Availability : Some people need to know that whoever they are working with can
be available when they are needed. This is even more the case when the service
or software you are selling is directly related to the core business process of the
client, such as ensuring that their e-commerce website for making sales or for
making important demo presentations to potential buyers/users of a software
system the client has hired you to develop; non-availability for situations like
this can lead to loss of business for the client, which could cost more than any
savings they would make on hiring a part-time worker

» Workmanship : People hire or buy software to solve a problem. They need to
know that what you offer resolves their problem and there is no need for them
to worry about technical issues that take up their time. Whereas most people
don't understand or know the value of good quality code, the benefits of good
workmanship that translates to the ability to more quickly turn around change
requests without limitations and reduced risk of bugs being introduced through
the software process. People may not understand the direct benefits they get
with good quality code, but they will become to rely on you and your software
capabilities once they see that that hiring or buying from you doesn't cause them
more problems
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Personality

People ultimately buy from people, no matter what they are buying or their motivations.
The perception of being approachable, positive minded, enthusiastic and genuine should
never be underestimated. Having so-called soft skills significantly helps programmers

to handle toxic situations that may arise with clients by knowing how to express
communications in a way that persuades the client to comply without resistance; these
skills are not directly related to programming software, but can make a significant
difference that dictates whether a project succeeds or fails. Most people don't like to

be associated with negativity or other factors that cause conflict, which is why people
like to avoid office politics wherever possible. Influencers will go out of their way to
make decision makers buy from you if they perceive you as a person who wont cause
them problems with personality issues such as negativity, being awkward about what's
delivered, and generally disrupting a team's progression by upsetting people:

> Reputation : A good reputation comes as a result of reliability, but is a factor that
is more than just being reliable. Reputations are built on achievements and show
the added value you offer. When clients say that they want a software developed,
or that they want to buy your software, there is little more that will capture their
interest in dealing with you if they are able to see an impressive list of what you
have done for other people and what they say about you. Industry awards are also
a good way of boosting your reputation, which shows that you are recognized by
the industry as one of the best

> Prestige : For the same reason that certain people like to have expensive cars such
as a BMW or Ferrari and who would feel ashamed of having a regular car such
as a Ford, there are people who want to use exclusivity and scarcity as a bragging
right. In the case of software, this is likely to be influenced by high spending
clients who want to justify the high prices of their own products and services to
their clients and customers by using the exclusivity, scarcity and/or reputation of
your software or services to give the impression that what they are selling is the
best in their market. An example of this would be e-commerce security features
for selling to people who have concerns about making online payments:

Circle of Concern
Circle of Influence
f

Figure 4.2: The three forms of influence that affect how people perceive situations that lead to decision making.
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Circles of influence will have actors who play their individual roles of persuasion:

Friends of Friends

Friends
Family
Colleagues

Friends of Family
and
Collegues

Figure 4.3: The circle of influence applied in a general context to the average working person.

As represented in Figures 4.2 and 4.3, the opinions and actions of people are affected

by their inner circle of friends, family and possibly colleagues depending on the situation.
Each of these people also have their own network of people who they are influenced by,
meaning that your branding shouldn't just be about directly influencing the perceptions
of the people you are marketing to, but also the people they trust the opinion of and the
people that those trusted opinions are affected by. The dynamics of these influencers
become evermore interesting with the rise of social media where the people's perceptions
are also influenced by bloggers or YouTube video creators.

Media exposure

Making use of the media to generate awareness of your brand is an effective way to
generate trust and credibility. Coverage in trusted websites, magazines, newspapers,

radio, and TV programs that your target audience listen to and read will get you the

type of attention that advertising in the same publications wouldn't achieve. This type

of media isn't freely given away, so you need to consider an angle to make your software
and services newsworthy—check the chapter section on writing press releases in Chapter 5:
Networking, Marketing and Sales.
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Content marketing

Developing content with a view to generating an awareness of your brand is a method
that can be highly effective if you have skills in content creation. These skills can come

in many forms, whether it be writing, video, animation or even app development. The
most important aspect of content marketing is engagement—there is no point in making
content nobody is interested in reading/watching/using, so it is important to know angles
that fit your brand ambitions that are also effective in producing the types of engagement
you need to justify your time investment in content marketing.

The downside to this type of marketing is that good content requires time and skill

to produce. Making mistakes in identifying the right content angles, people to target,
distribution strategy, or meaningful end results may be time consuming, and like any
type of business activity, time also has a cost. Content creation can only be justified in a
business sense where results generated can justify the cost of time invested. Where you
don't have the skills yourself, it means that you have to hire someone else—which will
cost both money and time, so there is a high requirement for having a clear strategy that
defines how the content will play a role in supporting the overall business strategy.

Bar a few exceptions such as pay-per-click marketing, nobody likes to be presented with
content that is blatantly trying to sell something. Furthermore, content that has been
created primarily as a sales pitch is much harder to gain the acceptance for, publication
and distribution by strategic partners and influencers (see previously in this chapter),
who will be concerned about losing engagement with their audience by presenting a sales
message as informative content; remember that nobody likes content that is blatantly
selling to them, hence readers/viewers/users can switch off if they are provided with

too much advertising.

The key to success in content marketing is creating content that people will take a genuine
interest in, in a way that presents you in line with your branding objectives—as a software
developer, this is likely to be as an expert and thought leader of the subject. It is also
important to create content on subjects, as well as with a tone, that your readers will
understand and take an interest in; hence if your target audience is the education sector,
you want to be promoting issues relating to education in relation to how your software
can be used, rather than talking about how you created your latest algorithm for analyzing
student learning performance.

The success of your content strategy is highly dependent on your ability to build a powerful
network that can add credibility, generate interest and distribute your content to large
numbers of people. In today's Internet-connected age of social media, this can be fairly easy
to achieve if you are able to present yourself as the type of person that people of interest
would want to collaborate with and your content is produced to a required standard.
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Guest blogging is an example of how this can generate good results, where you write a blog
post for someone's blog who operates in the market you are targeting your content strategy
towards; not only does this get your name out to the right audience, but you are able to
gain instant visibility to numbers of people you don't already have access to. Combine this
with the use of conversation engagement on social networks such as Twitter and you have
a highly effective platform for generating rapid awareness of your brand identity, especially
where engaging content can be repeatedly re-shared by people.

Who do they think you are?

When it comes to branding, it's important to remember that most people aren't interested
in how the software is developed, but how what you create solves their problem. Software
development principles are an important issue to understand for avoiding technicalities
that lead to situations that affect how people perceive your reliability, but aren't the type of
topic that should be directly communicated to the buyer unless they come from a software
development related background. With branding being about persuading people to have a
favorable opinion of you, the type of language you use in your communications, whether
it be spoken or written, is as important as anything visual. Careful consideration should be
used in all of your communications, whether it be over the telephone, face to face, e-mail,
newsletter, brochure, website or media published content to make sure that the style of
language used, which includes the use of any jargon, is worded in a way that makes the
people you are speaking to feel comfortable in dealing with you. The type of perception
you may want to create could include some consideration of:

> Understandability: Special care needs to be taken for people who don't have a
background in software development to make sure that they understand what
you are talking about. Try to refrain from using any jargon that is likely to be
outside their scope of knowledge, as this can lead to them feeling out of place
or inferior, both of which can lose their attention to your communication

» Confidence: This is for confidence in themselves as well as in your capabilities.
People need to feel that they are capable of using the information you are
providing, as well as having confidence that the information you are providing
them with is correct and of good

» Motivation: The style of communications you use should motivate and inspire
people to take action, especially if that action is related to you winning or
completing client projects
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> Directness: Being direct on issues of importance saves time and makes the level
of importance clear. The stereotype of the British being a good example of often
not being direct enough, which leads to interpretations of a message as not as
high priority or important; this is an example of cultural communication bias,
where at one end of the spectrum, cultures such as the Finnish are not openly
expressive in their wording to a point where they are perceived to be highly,
while at the other end cultures such as those of Americans tend to be highly
expressive to a point where they gain a stereotype of being very talkative and
loud—however correct or incorrect that may be.. The ability to effectively
communicate the level of importance will earn you a level of respect and trust
when clients need to feel they should have someone they can rely on to keep them
updated on circumstances, but at the same time knowing how to communicate
urgency without causing offence

» Transparency: People never like to be lied to, and even though masking the truth
may not strictly be a lie, it will cause doubt and mistrust. When people learn that
you are open about what and how you provide your software, which includes
providing the client with the ability to retain the rights to the code you write
specifically for them, they will quickly learn to value you as someone they can
trust and will give you a higher preference in future work because of this. Nobody
likes to deal with people who are known to add hidden costs and clauses to
contracts, so avoid this to retain good ongoing client relationships

The single most identifiable reason why Apple has risen to the successes it has is because
they are very specific about how they design their products to be easily accessible to
people with a minimal understanding of technology. Contrary to how technology people
complain that Apple products are too restricted and limited, the point to remember is that
Apple don't create their products for hardcore technology enthusiasts. If Apple were to
listen to what these enthusiasts wanted, they would make themselves much less appealing
to their core audience and most likely lose their unique selling point (USP) that sells their
products; the main USP being that because Apple tightly control what is allowed on their
devices also means that their users can be assured that they are protected against the type
of poorly designed apps, malware and viruses found on less restrictive platforms such as
Android and Windows.

The moral of the story is that success in developing our software comes from knowing
and listening to our real customers so that we can create a solution and user experience
that appeals to them. Although it's good to speak and listen to other technology people,
with the exception of a minority of projects and products, it's also important to remember
that we are not selling our software products and/or services to technology people, hence
the need to make sure that the software and development services are presented in a

way that's easy to understand, see the benefits of and gain the confidence to use without
causing problems of losing credibility. When people think of what you do, your brand is
to make sure you are perceived as the solution that your software or development services
provide, and not merely as software.
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Summary

Contrary to popular belief, creating a brand is not simply about creating a few visuals for
use across your marketing stationery, but is primarily based around using psychology to
influence how people think of your business brand; as a freelancer, this would be yourself.
Building a brand that has a business benefit requires serious thought about who you are
intending to sell your software products and services to, along with understanding how
these people think, who they are influenced by and what you need them to think of you
in order for them to become interested in buying from you.

Visual elements are an important part of the psychology behind branding, but all falls
under the category of communications; that is, you make use of visual branding as
part of your communication activities in order impact how your message is perceived.
Branding is all about how your message is perceived, so make sure to invest effort into
communicating the right message and also that it is interpreted in the right way by the
people you are aiming to target.

Not everyone you target with your branding should be the people you intend to sell to.
People who are influential directly or indirectly have an impact on your brand's visibility
to the people you aim to sell to, as well as their perception of the qualities you aim to
promote. This is never a short-term game, but building good relationships with people
you know to be influencers will pay off in the long run if you have a clear strategy for
how your branding supports your marketing.
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Networking, Marketing,
and Sales

The old saying of it being more about who you know than what you know is certainly
true when it comes to business and is often the distinguishing factor between people who
achieve success and those who miss out. We all start in the world with minimal contacts,
meaning that even the most connected people have been in a position where they had
minimal contacts. This section focuses on the different methods and avenues you can use
to build your network of contacts that can support your marketing and business strategy.

Understanding networking

Put simply, networking is about meeting people who could turn out to be useful in one
way or another. These people could be immediately useful to yourself, to people you
know, or even may become useful at some point in the future.

Many people make the mistake of viewing networking as an activity purely for making
sales, hence their approach to networking events and other platforms such as social media
being to sell to everyone. Nothing loses people's attention more than speaking to someone
who is blatantly only interested in making a sales pitch; it comes across as impersonal and
most likely to be of no interest. As a result, this type of approach to networking tends to
have minimal impact, especially if the room is full of the same types of people who are
only there to make a sales pitch.

If networking isn't about selling to people, then you are probably wondering how could it
be of use to you. Networking is a useful activity to:

> Establish a reputation: First and foremost, people buy based on trust. If you are
able to convince others that you are trustworthy and an expert in your field, they
will happily recommend you to people they know who may need your services.
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>

Expand your potential: Develop key partnerships by using networking to find
people you can collaborate with on projects. This allows you to target new markets
and open opportunities that can make your services and products more relevant

by accessing additional resources, skills and time from other professionals. An
example of this could be collaborating management consultants; who in addition
to being an asset for managing difficult project, could also be of use for the design
of management features in any software product you are developing. Collaboration
with these key value partners also opens opportunities to share market access—i.e.
they can become resellers of your products and services in addition to them
providing a solution to problems you may have in your projects.

Become informed: Information is power; hence tapping in to the knowledge

of others is a great way to obtain useful information for your business activities.
This information can range from specialist information relating to your area

of expertise, through to happenings in local business and insights to how other
businesses operate and emerging opportunities. All of this information leads to
you being in a better position to take advantage of the evolving environment,
whether it's being in the right place at the right time for winning new work, or
evolving your business to develop new unique selling points that will win you
new business and/or increase your profitability.

Open sales opportunities: Not to be confused with making a sales pitch;
new opportunities to make sales is usually as a result of the preceding points,
although there will be some circumstances where people you talk to at an
event will have an interest in buying into your services.

Defining a networking strategy

All businesses are different and as a result there is no single networking strategy that
works for everyone. A networking strategy should be designed to specifically match how
you are set up in business, hence providing the highest convenience for connect with your
target audience. Remember that networking isn't about making a sales pitch; it's about
building your contact list, learning information and building your reputation in a way
that places you in a position of strength in the market.

Networking comes in two main flavors:

>
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Online networking through forums and social media websites. These are
especially handy for extending your reach to people you would never meet
on a face to face basis:

» Example: Twitter, LinkedIn, and Facebook can be used to find and
engage in relevant conversations that lead to gaining new contacts
of interest.
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> Real world networking performed mainly at organized events and later followed

up with one to one meeting:

» Example: There are many business networking events held at bars and
cafes that allow people in business to speak to each other. Find out where

these are and attend.

Although these are two different ways to network, they are essentially the same

activity—speaking with people of interest to establish trust and credibility. Online and

real-world networking aren't mutually exclusive, hence a networking strategy can combine

the advantages of both to suit how you need to connect with your target audiences For
example, use online social networks to engage with people regularly attend real world
networking events. Many of these meet ups have a presence on social media platforms
such as LinkedIn, Facebook and Twitter, which you can use to engage conversation
before the events—and identify beforehand who you would be good to speak with.

You can further split both online and real-world networking groups/events into

the following:

> Generalist networking: These types of networking events, groups, and

Internet forums invite businesses of any type to join, meet, and discuss.
Their non-specific nature often means that they don't have a specialist theme
or agenda, but are very good for meeting other people in business to open
opportunities for collaborations, sales, and learning of non-specific business
information such as how to deal with running aspects of your business and
happenings in the local area that could be of interest to you.

Specialist networking: This is the opposite to generalist networking in the sense
that these events, groups, and Internet forums invite specific types of businesses
and individuals to join. Unlike generalist networking, this is great for being able
to target businesses and people with specific interests. Although this type of
networking can be used as a sales channel in many circumstances, it is often a
better source for finding contacts of interest and learning about industry specific
news. As an example, a software developer isn't likely to find much work in a
room full of other people who offer the same services, but they may find useful
people to work with on future projects; thus opening opportunities to find key
partners for bidding on bigger projects that require more resources than the
individual developer can provide.

Professional / trade organizations: Unlike the previous types, networking
through professional and trade organizations is strictly about the skills of the
trade that you operate in. This type of networking is very good for finding
industry-specific information such as new technologies and laws that will
affect how you work, as well as opportunities to establish your own credibility
within professional trade circles. Generation of sales through this channel is
the exception rather than the norm.
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» Formal business networking groups: Formal business networking groups such

as the many business breakfast clubs aren't suitable for everyone, but they seem
to work for some people. These types of networking groups are businesses who
make money from arranging regular business networking events for their group
members, with their meetings having only one agenda—producing referrals for
their members. To succeed at networking within these organizations, you need
to know how to work their groups by establishing trust and having a simple
description of what you do that their members will understand. Some services
and products are much easier to get people to understand; for example, everyone
knows what a website is, and the demand for new websites are fairly common,
but software development services are a much harder sell because software needs
and benefits are much more specific—surprisingly, many people don't know that
apps are software! Joining this type of network isn't cheap - costing as much as
£500+ per year, plus extra weekly fees for each meeting you attend. With today's
social networking platforms such as LinkedIn, Twitter, and Facebook, the same
results can often be generated without the cost and risk of losing your investment.
It must not be forgotten that this type of networking organization exists only to
make money from your business marketing and offers no promise of a return on
your investment. Succeeding with this type of networking requires the following:

» The right group: Your business is generated entirely through referrals
generated by the group's members. These people need to understand
your services or product to understand what makes a good quality
referral for you. It is a benefit to have other group members who work
in compatible industries, as these are more likely to have access to the
types of people wanting to buy your services in addition to already
having a better knowledge of how to promote you.

» Strong referral generation: Many referrals from this type of group can
be of poor quality, meaning anything from work that loses you money,
through to leads who have never heard of you—i.e. leads will class you
as a cold caller. This factor is heavily dependent on the group members;
people who don't know how to create good quality leads and groups
that pressure members to meet referral targets will result in members
handing out any old lead to you. This is also a misleading trap to fall
for, as this type of group can appear to be generating a lot of business
for its members—while a bit of investigating may find that a minimal
amount of the leads are converting to real business, with people losing
money and time from poor quality work from those leads that do
convert to business.

» A strong networking personality: With a networking personality, you
can get people in the group to understand what you do in business, gain
their trust you and open opportunities for collaborations the help other
members—who may in return advocate you to people in their other
network circles.
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» The right group mentality: Avoid groups where there is too much of a
focus on generating new referrals. Quality if always more important than
quantity when it comes to sales leads; hence quantity often at an expense
to quality. A group focusing primarily on quantity of referrals can be an
indication of no quality control, with false impressions being given on
the groups successes. Also avoid groups where many members only have
an interest in what they can sell to the group. Your success in these types
of groups depends group members taking a genuine interest in helping
you with your business, which isn't going to happen if they are only there
to make a few of their own sales.

Writing press releases

Gaining the attention of the press for your work activities is a great way to generate
awareness of your services and products, as well as improving the perception of your
brand. Hiring public relations agency is one way to get your business into the spotlight,
can be expensive; with the right know how, you can write your own press releases for
submission to selected media outlets and avoid the need to hire costly public relations
agencies to do the work for you.

Know your audience

The most important rule of creating a press release is to make sure that it is written from
an angle that would make an interesting news story; after all, you are trying to convince
the media that people want to hear about your story. The news story needs to appeal

to each media channel's audience; hence you might consider how the same story may
need to be reworded for different publication and broadcasting channel. Let's look at

the following example:

A new website application is created for a photography studio that allows their clients to
view and provide feedback with alterations as well as to select options for the purchase of
their photos online.

There are a number of angles from which the completion and launch of this project
can be made into a newsworthy story. The following angle would be best suited for a
publication targeting the local community of the photography studio whose specialism
is in providing news stories from the local community:

Local photography studio ABC Photograply and software developer James Jones
have teamed up to create a system that helps to benefit the environment and provide
convenience for clients through an innovative Internet-based photograph selection
system, allowing clients to select their chosen photography from the comfort of their
home. With no need to revisit the photography studio, clients of ABC Photography
are already playing thetr part in reducing pollution of the environment, while also
benefiting from savings made on time and fuel expenses.

117<



Networking, Marketing, and Sales

To a publication targeted at a more technical audience, that is interested specifically
in innovation relating to websites and Internet technologies, the news story would be
written along the following lines:

Software developer James Jones has developed a new type of Internet system for
photography studio ABC Photograplhy who have a keen focus on innovating the
photoshoot experience that provides a more convenient and enjoyable service to therr
clients. With the system's user interface developed completely with HTML 5, it provides
a level of interactivity that has previously only been associated with Flash and as a result
is completely compatible with iPad and iPhone devices. The Internet soffware allows
clients to select thetr photography and make enhancements in real time before print.

Take note of how the main subject of the news story is now the software developer, with
the news story focusing on how the Internet software uses HTML 5 deliver the innovation
sought by ABC Photography. This news story can indeed be taken further with a view to
inviting the publication to interview James Jones in their magazine, or simply to use the
content in the press release as the foundation for a news item. There would be little to no
mention of the environmental benefits because this angle isn't relevant to the publication's
specialist subject focus.

Finally, the story can also be written from an angle that appeals to other photographers:

Software developer James Jones has created a new type of Internet system that allows
photograplers to improve the convenience and personalization of photography provided
to thetr clients. The system can be made available through a photographer's website and
allows the client to make photographic alterations, in addition to adding adiustment
requests and personalized messages for integration with the final prints. Current user
ABC Photography are first to praise the benefits provided by software. "We have seen a
100% increase on the number of prints ordered by our clients who use the system via our
website. " says Jane Johnson—client account manager at ABC Photography.

James Jones remains as the main subject of the story in this item, but the news is now
about how his system helps photographers provide better convenience and personalization
capabilities for their clients. Take note of how ABC Photography have been reduced to
merely a user of the system rather than a partner in the development; this coverage has no
value to ABC Photography as it is specifically targeting their competitors. This scenario
assumes that the terms of the business agreement made between James Jones and ABC
Photography allows for the system to be resold to other photographers.

Be specific

Your press release has two main obstacles to compete with:

» Available time of the journalists working for the publication you are trying to
gain coverage from

» Other news items submitted that are competing for attention and space
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As a result, the more popular the publication is, the better your press release needs to be
to gain their attention. We've already gone through how to make a story newsworthy; the
next step should be to present the press release in a format that's short and to the point.
Let's look at our original example again:

Local photography studio ABC Photograply and software developer James Jones
have teamed up to create a system that helps to benefit the environment and provide
convenience for clients through an innovative Internet-based photograph selection
system, allowing clients to select their chosen photography from the comfort of their
home. With no need to revisit the photography studio, clients of ABC Photography
are already playing thetr part in reducing pollution of the environment, while also
benefiting from savings made on time and fuel expenses.

There are a few key elements to how this news story has been worded to efficiently get the
message across:

>

The wording starts with "Zocal photography studio... ", indicating straight away that
the news story is both local and about a photography studio. This eliminates the
risk of the reader discarding the press release on the basis of uncertainty about it
being a local news story

The sentence continues with "z system that helps benefit the environment and provide
convenience to clients... "which allows the entire news story to be summarized within
the first sentence. This is a critical element of the press release structure, as we

can guarantee that the reader can understand the gist of the news story with the
minimal effort. A decision can then be immediately made as to whether the story
is relevant to the publication

The example finishes with a summary of the story stating, what has actually
happened—that is, ".. clents of ABC Photograply are already playing their part in
reducing pollution of the environment, whist also benefiting from savings made on time
and fuel expenses.”

Integrating your agenda

Gaining media coverage is all very good, but it's a waste of time and money if it doesn't
provide produce any results that relate to your business strategy. When creating your
public relations strategy and its associated media communications, you should identify:

>
>
>

‘What outcomes you want from the wider and long term strategy
Short term results you intend to achieve from the individual press release

How you will measure your success; both the overall strategy and individual
press releases

From this, you should be able to gain an insight to:

>
>

Angles to use for news stories fit your agenda

Responses you intend to generate for each mention in the press
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» Methods and criteria you will use to monitor how successful your media strategy
is performing to contribute to the success of your business

It's important to remember that not all agendas are quantitively measurable; that is you
can't always measure success by something like the number of enquiries you receive.
Let's examine success factors for an agenda of gaining credibility:

» Number of publications providing exposure of your name and brand
» Quality of publications providing your exposure

» Purpose of your exposure

Although it's easy to quantify the number of publications featuring your name and
brand, none of the preceding points give us a specific number to represent how much
more credible such exposure has made our brand appear. However, some important
assumptions can be made:

» Not all media brands have the same weight - i.e. being featured on Sky News will
get you more attention than the equivalent exposure on Random FM radio station

> Different types of exposure provide different levels of perception to your
professionalism—for example, your e-mail being read on a radio show will
have next to no professional value, whereas being invited onto the show as
an expert s will gain you much more trust and credibility

» The perception amongst other professionals can be improved by being featured in
high profile specialist publications than in generalist press media—in other words,
being featured in PC Pro magazine as an IT consultant will gain more credibility
amongst IT professionals than being a guest speaker for the same subject on
Random FM radio station

» You will only be perceived as a professional on the subjects you are featured
for—in other words being featured in the press for being an IT person will not
help people to perceive you as a specialist software creator unless you are featured
specifically for the subject of creating software

From these identifications, it becomes clear that success for the agenda can be measured
on the basis of the weight and relevance of media coverage generated from the press
release strategy. More general high profile media coverage such as Sky News is much
more important for increasing the professional perception amongst people who don't
have industry expertise, whereas coverage by industry specific publications will boost
your credibility with people inside the industry—but not with those outside.

Make it easy to read

As previously defined, making your press release as attention grabbing as possible is a
critical factor in succeeding to gain media coverage. Not only is it important to have your
news worded in a way that grabs attention, but it also needs to be structured in a way
that's easy for journalists to understand the news story, recognize your brand identity
and to know who to contact should they wish to follow up the story.
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Your press release should be constructed in the following order:

>

Company logo: Provides the advantage of gaining easy recognition. If you already
have a good reputation, your wording will be taken with more credibility. If you
don't already have a good reputation, this is the first step in making yourself more
recognizable for future press releases

Contact details: For journalists interested in your news story, it's important to have
you contact details in a place that's easy for them to see at first glance. Placing this
at top means that minimal effort is required to find your contact details

Headline: Your headline should be worded in a way that intrigues the journalist
and generates a desire to read further. It should vaguely summarize the story
using creative wording. Our photography studio example could be worded along
the lines of "Zocal Firm Shoots Greener Clients”, with the headline being kept short
and punchy. The headline should also be presented in uppercase to make it stand
out from the main content

Subtitle: Accompanies the main headline, giving a more clear insight to the
subject of the news story. It should be a short sentence that outlines the story,
such as "Photography studio provides more convenient way to select photos—for both
client and environment”

Main press release content:

» Introduction: A more detailed, yet still short overview of the story.
This should be kept to two or three sentences that allow the reader
to gain a better understanding of what the news story is about

»  Further Information: Several paragraphs outlining the story in much
closer detail. This section should feature information on benefits,
results, statistics, future expectations and quotes that can be used
when reporting the news story. In short, this section should provide
all of the information required to make sure the journalist needs to
invest minimal effort to feature you in the publication

» Summary: An outline of everything that has been mentioned in the
news story, emphasizing the important parts that you want mentioned

» Contact Instructions: Just to make it clear who is to be contacted for
further information. This makes it easier for the journalist to see after
reading the story as well as minimizing the risk of them contacting the
wrong person. In some situations, you could have aspects of your PR
being managed by other person such as a PR specialist or someone
with a specific expertise on the subject of the press release
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Using a standard format such as described here for your press release provides a major
advantage for getting your news story published; it makes it much easier for journalists to
quickly scan your press release without investing much effort. The following is an example
of how this type of press release would look:

ABC Photography

Contact: Jane Johnson [For immediate release]
Tel: 0123 333 3333
[Mobile: 07777 777 777
Email: jane@example.com
LOCAL FIRM SHOOTS GREENER CLIENTS
Photography Studic Provides Convenient Way to Select Photos = for Client and Environment.

Local pholography studio ABC Photography and software developer James Jones have teamed up
|to create a system that helps benefit the environment and provide corwenience lo clients through
an innovative Internet based photograph seleclion system that allows clients 1o select their chosen
photography from the comfort of their home. With no need need to revisit the photography studio,
clients of ABC Photography are already playing their part in reducing pollution of the environment,
whist also benefiting from savings made on time and fuel expenses.

With the recession still hitting families hard, increases in fuel expenses and new congestion
charges expected to be introduced within the coming meonths, the new pholography selection
|system is welcome news for families investing in portrait photography. “It would have taken us over
two hours to of travel revisit the photography studio, plus the added inconvenience of being
restricted 1o an appointed ime to see our pholos. With the new selection system, we saved on the
time needed to travel and were able to take our time to review the photos with friends and family
who would otherwise have not been able 1o give suggestions in our selection for printing. The
flexibility to choose a time of our convenience 1o review the photos has been an additional benefil
o us due to laking ime out of work being self-employed usually means losing out on opperiunities
to earn money.”, says Karen Bishop - a client of ABC Photography.

The system was developed as part of ABC Photography's drive to help their clients beat the
recession and improve the convenience of the service offered. “We identified that one of the most
common concems amongst our clients was the lime and inconvenience to make a second trip 1o
our studio for the review and selection of our pholos, with our clients having to travel an average of
1.8 hours. As a company that strives to evelve in order 1o make our services both accessible an
convenient, our new system is one of many steps that we have taken o improve our client
experience. It's not often that you are offered with a solulion to an issue thal makes your life m
convenience, saves you money and allows you to play your part in saving the environmenL.”, says
anae Johnson — ABC Phatography's client experience manager.

Recorded stalistics show that the photography selection system has so far eliminated the need fo
70 journeys this month alone, saving clients and the environment on a total of 126 hours of travel
expensas and pollution, with a further 1,386 hours expacted to be saved this year.

EaE]

For further information on this story or to arrange an interview, please conlact Edward Stuart on

0123 777 7777 or by e-mail at ed@examplep.com.

Figure 5.1: A press release that is easy to read, has an eye catching headline, emphasizes an interesting story,
and makes it clear who to contact.

122<



Networking, Marketing, and Sales

Tips for writing news stories

It's important to get the most into your news stories so that they can produce the type of
response you want. The following are factors you should take into account when writing
your press release content:

» Journalists are human, so keep them entertained with your writing. Make it fresh,
informative, and interesting.

> Publications are there to provide content that interests their readers, so write your
press release to be in the interest of the publication's readers and nobody else.

>» Journalists are busy people who are under pressure to deliver to their editors,
so make it as easy as possible for them to extract the information they require
from your press release. This should include:

» Creating a ready to print headline for them that sounds good and is
attention grabbing.

» Outlining the summary of the story within the first paragraph.

Y

Integrating ready to use quotes within your main news story content.

» Keeping the content of the press release as short as possible; usually
within two pages, but ideally just one.

» Placing the most important information of the news story near the top
to ensure less effort is needed to reach it.

» Make your contact details very clear so that they know who to contact
should they have to.

>» Never write a press release to make sales; you will only annoy the publications
and risk damaging your credibility for future PR. Instead, make the story
newsworthy—even if it's only announcing a new service, you can put an
emphasis on something newsworthy, such as who it will benefit, what it has
achieved, and/or new features you have invented that help with factors such
as reducing costs or improving quality.

>» Keep an eye on what is trending in the news, especially for anything relating to
the publications you intend to get featured in. There will be a higher chance of
you being featured if you are able to create a newsworthy story that matches
trending news. Twitter is a valuable platform for this—news often breaks there
before it gets into the mainstream media.

Enhancing the reach of your media coverage

Gaining exposure in the media isn't only good for gaining awareness of yourself among
new people, it can also be a great way to improve your perceived professionalism and
authority among people who already know of you and who you may interact with in the
future. For any mentions you get in publications, you should spread the word to your
existing contacts via newsletters, e-mail, Twitter, Facebook, LinkedIn, and any other
medium you use to communicate—of course, without overdoing it!
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Open project sources

The easier way of finding work is to use sources where prospective clients make their
work requirements publicly known for people like yourself to bid for. On one hand, this
provides a big advantage of being much easier and cheaper for you to find the work. On
the other hand, the nature of the project being open for any number of people to bid for
means that you will be up against a lot of competition. The key to succeeding with open
projects is a mixture of applying for them in quantity, being selective in the projects you
apply for and sending tailored proposals that meet the needs of the project owner.

Project sources

There are many sources to find details of projects requiring your skills. The following are
descriptions of the main types you are likely to come across:

>
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Project bidding websites: These are websites that allow any type of business

to publish their work requirements and anyone to bid for them. Unfortunately,
you will often find yourself competing against less skilled/experienced people
offering to work for minimal rates and for project owners who don't understand
the benefits of hiring based on suitable experience over the cheapest price.

Example: www . peopleperhour.com

Job boards: These are similar to the project bidding websites, but have much

better vetting and usually work with recruitment agencies who submit much more
lucrative work opportunities. This avoids the issue of competing for low quality
work and expectations often found with projects posted on project bidding websites.

Example: www.cwjobs.co.uk

Tendering websites: These are usually run by or for bigger organizations with
the objective of finding suppliers who are able to provide the best convenience,
quality, and price. You can be assured that opportunities posted for tender have
more serious budgets, but also require much more effort to create a very detailed
tender submission as well as the preference to be a bigger business than a one
man/woman freelancer. It is often much better to form a team of freelancers
when bidding for this type of work; expect to lose out on many bids before

you win any.

Example: www. thechest .nwce.gov.uk

Forums: People often post details of their project needs on forums with a view
to getting suggestions from other forum members. Some requests ask upfront
for people to recommend a service provider, whereas others will ask for advice,
which later turns out to be a request to buy services. Not all requests turn out to
be opportunities to make a sale, and participating in forums shouldn't be about
selling. When used in the right way, forums are great for getting people to know
and trust you, who in turn will later recommend you to others—including those
on the forum who request recommendations for suppliers.

Example: www.ukbusinessforums.co.uk


www.peopleperhour.com 
www.cwjobs.co.uk 
www.thechest.nwce.gov.uk 
www.ukbusinessforums.co.uk 
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» Social networks: Social networks operate in the same way as forums in the sense
that that some people will openly ask for recommendations and advice that can
lead to winning new work. Like with forums, the best strategy is to build a good
reputation with community members and allow them to actively recommend you.

Example: www.linkedin.com

Being selective

Producing project proposals that are worth submitting for open projects costs time and
time will in most cases be the only resource you make money from. It's important to
identify that:

» Many open projects don't have realistic budgets.

> Owners of open projects often don't have realistic expectations.

The quality of open projects are often related to the sources they are listed under, with
certain project bidding websites having a reputation for project owners having unrealistic
budget expectations and bidders racing to offer the lowest price; there's only so much margin
that you can compete on price with before a project becomes a waste of your time!

Fortunately, not all project owners use the same criteria to select their service providers,
with some using price and others perceived quality as the deciding factor. The important
issue for you bidding for these projects is to know how to identify which projects are
worth bidding for that you can be profitable with. The following are some examples

of the type of project you may see on these websites:

Example 1

Project Source: Project bidding website

Job Title: On going website PHP MYSQL

Job Description:

My website have stay with my current web developer for more than 6 months and | want
to see it go faster. So | need more pecple to carry on my PHP MYS0L and JOOMLA
Shopping Basket which now have the problem in Langauage Menu.

| would like to invite to bid for finish my Language menu,_,
Fer more datails please ask

Job Type: Programming
Budget Range : £80-£120
Budget Type : Fixed Fed

Figure 5.2: An example of a job specification showing clear indications that the buyer may be difficult to work
with.

"If words of command are not clear and distinct, if orders are not thoroughly
understood, the general is to blame..."”

—Sun Tzu, The Art of War
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The above example shows the following causes for concern:

» Although not a definite indication, poor grammar and spelling mistakes
(see underlined text) can be an indication that there hasn't been a lot of
effort or thought put into the job description, potentially meaning that the
requirements haven't been properly planned.

» Another warning that poor grammar and spelling mistakes could indicate is
a language barrier. Whether they are still learning the language you speak or
it that they just don't have good communication skills, mistakes they make in
their communications can become a problem for you gaining an understanding
of what they want. For example, a few problems can occur if your client writes
something along the lines of "I enjoy eating my grandma and her pets" when
they should have written "I enjoy eating, my grandma and her pets".

» A vague description of the specific requirements gives further evidence that the
project details haven't been fully thought out.

» The job description indicates that the project owner has already hired a previous
developer that hasn't been able to satisfy their delivery expectations. This could
genuinely be that the previous developer hasn't worked fast, or more alarmingly
that the project owner doesn't have realistic expectations on the time requirements
to deliver their project. This should be considered as a warning sign that the
project owner can be difficult to deal with.

» People with enough experience in software development will know that adding
more developers to a project can make progress slower by increasing the need for
more communications and testing to ensure that contributions made by different
developers don't conflict with the work of others on the team. This observation
conflicts with the stated primary factor of importance being to develop the project
faster and so hence is another indication that the client will be difficult to work
with due to a lack of understanding of the technical issues relating to the project
and unrealistic time scale expectations.

» A project owner who is wise and has a trusting relationship with their current
developer would work them to expand their team. Not only is the developer in
a better position to vet the quality of candidates, but they would be in a position
to identify what type of developer(s) they can work with and are also likely to
have contacts that they have successfully worked with on other projects. The
project owner not taking advantage of this suggests that they may not be good
at delegating tasks to the most suitable people and that they may not have a
smooth/trusting relationship. These are all indications that point to the client
being an obstacle to progressing the project.

» The project has a fixed price budget, meaning that you take on time versus
budget risk. With the above indications pointing to the project owner being
unknowledgeable about the technicalities of the project and having unrealistic
expectations, you should expect them to make their work requirements sound
more simple than they are, which is a cause for concern if you are expected to
become committed to working at a fixed price regardless of what you discover
after the agreement.
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» The project budget is very low, meaning that there's a good chance you will be
working for less than your target hourly.

» The requirements are defined very loosely, which makes it very difficult to identify
what they are expecting to be delivered for the price; with buyers wanting to get
their money's worth, this shows scope for unrealistic expectations that will result
in you working much harder without your efforts being appreciated; with the
possibility of the wording being a deliberate attempt by the client to keep the
definition open for them to include extra work under the same pricing agreement.
In the worst case scenario, you would end up working for almost free and have a
dissatisfied client who doesn't appreciate the lengths you've gone to help them or
the massive discount they've received on your time.

All indications point to the project owner needing extra care to ensure that their lack of
technical knowledge and elements of unrealistic expectations don't become disruptive to the
project. This in itself drives up a requirement for you to invest extra time in communications
and so hence increasing your costs to support them. It may be worth your time to take on
the work if the project owner is willing to pay for your extra time to cover extra support, but
if they are only willing to pay a fixed price to cover time spent specifically on developing
their code, then the price per hour you are paid can be significantly reduced through the
unnecessary extra work generated by the client's difficulty.

In summary, this isn't the type of work opportunity that you want to be taking too
seriously because all initial indications point to a poorly managed project that already has
problems before you've got started and one that may not have good pay. At most, it could
be worth sending a short enquiry to get more information on the project requirements
and ask a few questions to make a better informed judgment, but try to limit your initial
enquiry to a short e-mail to avoid investing too much time into something that isn't likely
to be worth your effort.

Example 2

Project Source: Online discussion forum

Topic Title: Website Upgrade

Post:

I'm not in the market for this right now however it is something that has just crossed my mind and |
wondered if its something that web designers can do or do.

| am learning HTML, CSS through coding and Dreamweaver and | am creating a basic site. However, its not
as professional looking as it could be due to my lack of skills.

Figure 5.3: A project description with indications showing that the buyer has an understanding of their
requirements along with good communication skills.

The following observations can be made from the above example:

» The forum poster states that this isn't an immediate opportunity to provide your
services. Now is a great time to start stage one of the sales process for establishing
the relationship (see later in this chapter: 7%e sales process) to ensure that you are
a prime candidate to approach for a quote when the prospect is interested in
making the move to buy the services.
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» The forum poster is looking primarily for someone to improve their current
website, but has also indicated scope to expand their interest to provision of
training services and other products you may offer such as a content management
system. None of these should be suggested upfront, but can be identified and
proposed in later stages of the sales process.

» The project owner has shown a likeliness to understand at least some of the
technical issues of the service to be provided and so hence has a much lower
chance of being a problematic client.

» The project owner shows evidence of being proactive with them already having
started on their website and stating that they will be able to provide you with
their logo. This shows that they have already thought about how the working
relationship would work to some degree and suggests that they have forward
planning skills that will be of benefit to you when working with them.

» Being proactive shows how the buyer has already thought about the requirements
of the working relationship, hence reducing the risk of a situation where delays
from the client introduce inefficiencies in your workflow.

In summary, this looks like the type of lead that's worth putting some effort into following
up. Starting with the first stage of the sales process to establish a relationship with the
prospect, a simple e-mail enquiry can be made to build a conversation that captures more
details about their website and its requirements. Providing some tips and suggestions on
what can be done with the website is a good way to build trust that opens the prospect to
provide the information you need for understanding how your products and services are
relevant to them, along with other factors such as timescales and budget influences. It is
also worth taking a look at the website they have created so far to suggest other factors for
consideration that they may not be aware of such as improving the website's loading speed
and SEOQ; this would be fairly quick to check and would show that you've taken some time
to take an interest in what they are hiring you for, which in turn may gain you trust that
allows you to move away from competing on price.

The sales process

Often misunderstood as something that happens when a sale is made, the sales process
is something that has several phases and doesn't end when the sale is complete. From the
first instance of being introduced to a prospective client, through to closing the sale and
maintaining the relationship, the sales process isn't just about making a sale, but more
about maximizing the sales potential and building an ongoing relationship.
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Stage 1: Establish the relationship

There are a number of channels that can be used to establish relationships with
prospective clients; the key being to ensure that your name is mentioned or placed in the
right location at the right time. Channels that are effective for establishing leads that in
turn are used to establish new relationships include:

> Word of mouth recommendation: What can be considered as the most effective
form of advertising, personal recommendations produce genuine interest in your
services by people who are actively looking for what you offer. Through actively
marketing your personal brand to generate trust that leads to word of mouth
recommendations, you can extend your market reach by persuading people to
recommend you to others - in effect allowing you to build a virtual sales force
that listen for opportunities to recommend you wherever they go.

>» Advertising: Good advertising is all about getting your message and details to
the right people, at the right time and at the right place. This isn't as good as a
personal recommendation because you don't benefit from gaining any trust from
advertising and it can be costly if you make mistakes. If done properly, it's a good
way to establish leads that you know have an interest in your services. Advertising
works best when it is highly targeted because it allows you to refine your message
to appeal more specifically to the people exposed to your advertising.

>» Remember that this is the first stage of the sales process, so your advertising
strategy shouldn't be focusing on closing the sale just yet. No matter what
medium you are using to advertise, your objective at this stage should be to get
people to make an enquiry that provides you with details of who they are, their
interests/requirements and ideally information on their time scale and budget.
This information would then be used in the next stages of the process to increase
your chances of successfully closing the sale.

» Online social media and networking: Never to be confused as advertising
platforms, social media websites like Facebook, Twitter and LinkedIn are a great
way to get your name noticed by a targeted audience and to build a following
who can recommend you to others. Although social media can be used to sell
directly to your followers, there is a risk of you appearing to be a spam wizard if
you advertise your services too much - resulting in people not listening to your
message and/or unsubscribing from your social media channel(s). Social media
is best used to provide useful information and commentary on current situations
that engage the types of people you want to target in your marketing, whilst
keeping the ratio to 80/20; that's 20% advertising and 80% informative content.
Use social media to engage people in a way that gets you noticed and gets people
to advocate you.
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> Real world networking: Before this age of online social networking, the best way
to meet people of interest was to go to organized business networking events.
Business cards would be exchanged and arrange follow up meetings would
be arranged; their purpose being learning more about each other's businesses,
identify any scope for collaborations and introductions to people of interest.
Real world networking is still as important as online networking because people
will always want to properly know the people they do business with. Real world
networking shouldn't be considered as a separate activity, but something that is
integrated as part of a broader networking strategy that includes both real world
and online networking to that take the full advantages that both have to offer.

» Search engines: A high quality source of targeted traffic, search engines like
Google allow you to get your website to people who are actively searching for what
you offer. The fast way to get your website listed on relevant searches is to pay for
a sponsored listing in which you are charged per click; Google's Ad Words is an
example of this, where they provide you with the tools you need to review and
manage the search phrases you want to sponsor. The other way is to create well
targeted content in the hope that the search engines will list you under relevant
searches, but with no guarantees of search placement and it taking much longer
to achieve success. Both methods have their pros and cons, with each needing
tailored content pages to maximize your conversion of visitors to enquirers.

Whichever methods you base your sales strategy around, always remember that the first
phase of sales is all about generating leads. At this stage, you are only looking to find
information that can be used later when following up. As a minimum, you will want the
following information from enquiries:

>» Name

» Telephone number

» E-mail address
With this basic information, you are then in a position to follow up the enquiry and
provide further information. In an ideal situation, you should also be able to collect the
following information as part of the initial lead generation:

> Auvailable budget

>» Time scales for delivery

» Special or specific requirements

Stage 2: Recognizing the need

Having all of the suggested information from stage one will allow you to tailor your
approach to become specific to the interests of the prospect. Leads should ideally
be followed up first by telephone so that you become more human and also to gain
insights from their reactions in your conversation, allowing you to adjust the flow
of the communication in-line with what they show an interest in.
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After the telephone conversation ends, the lead should be followed up with an e-mail
summarizing the telephone conversation that ensures they have something to refer
back to and the ability to respond should they have lost your details.

The process of recognizing the need may take several communications and meetings

to fully understand what the client requires. Some leads may be hot in the sense that
the prospect knows exactly what they want, whereas others maybe warm and require

a lot more probing to identify their requirements. Either way, recognizing the need is all
about allowing you to understand how you can be of help, which of your services can
be provided to meet the requirements and possible identification of additional products
and services they want to buy.

Stage 3: Proposing the Solution

At this point, you should have all the information you require to make a decision on
the types of solution you can provide that are relevant to the buyer. Although being able
to identify a solution to the problem is a good thing, it's not always enough to keep the
buyer engaged with you; hence the need to consider how you will propose the solution.
The following are suggestions that help to make your proposal stand out:

> Provide options:
»  Gives the prospect choice to make them feel in control.

» Allows you to provide a range of prices that cover all levels of
complexity and to avoid scaring the client away with prices outside
of their budget.

>» Focus on benefits: Try to avoid technical jargon and describe more of the
benefits that the solution will provide. In most cases, the client isn't interested in
/how it's done, but more about w/ar it will do.

> Be unique: Finding an original angle to describe and provide features that will
benefit the prospect will give you a unique selling point that anyone else they may
be speaking to isn't likely to be offering. This allows you to capture the attention
of people who are already looking at other suppliers you are competing against.
Being unique makes you stand out from the crowd and become more memorable,
which itself could be the one factor that makes the difference between closing and
losing a sale.

> Be reactive: Don't speak at the prospect when suggesting your proposal, but
speak with them. Ask open questions that allow them to describe their ideas
and control the direction of the conversation in ways that reveal information
you never thought to ask about. By inviting the prospect to give input on your
proposal, you will be able to identify if they have any concerns and avoid
them going away with unanswered questions that could lead them buying
their solution from elsewhere.
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Stage 4: Closing the sale

If you have pitched the proposal properly, the prospect will show enough interest in what
you offer for you to be able to make your move to close the sale. Closing the sale as soon
as possible with a deal that is favorable to both parties should be your highest priority in
the sales process, as any time spent where the client hasn't committed to buying from you
is time where someone else can approach them with an offer that may seem to be better
than what you are suggesting and jeopardize your time investment. Always aim to lock
out the competition as soon as possible by getting the prospect to commit to a deal that
involves an upfront deposit payment. Once a payment has been made, the prospect is then
in a position where they will be wanting to get the best value for what they've invested and
an extra incentive not to cancel talks on the project should a competitor attempt to poach
them from you.

Never do work upfront without payment - this only opens scope for you to be taken
advantage of and leaves you with no protection if the client decides to buy their services
from elsewhere or cancel the project without payment, regardless of what they may
promise beforehand. Two options considered to be standard for accepting payments are:

»  50% upfront and 50% upon completion.

>» 1/3 payment upfront, 1/3 payment upon an agreed milestone and 1/3 upon
completion, limiting your risk of non-payment only to the final 1/3 of the project.

You may often find it difficult to close the deal—especially if the client is a tough
negotiator. The following tactics can be used to give you the upper hand in persuading
the buyer to commit to hiring you:

» Use time limited incentives to make sure that the client has a good reason to
commit sooner than later. Examples include providing a bonus feature at no
extra cost or a discount if they can commit to buying within a specified number
of days.

>» Use time to your advantage by being able to guarantee your availability on
specific dates to work on their project, but on a first come first serve basis.
This is most effective when the client needs the project completed as soon
as possible; if they are confident in your capability and are happy that your
proposal is fair, they won't want to risk you becoming unavailable and not
being able to meet their deadlines.

Stage 5: Delivery and evaluation

The sales process doesn't end once the sale is made. Most businesses make the mistake
of focusing on generating new sales from new customers; how many times have you
been unimpressed to find that the best phone contract deals are only available to new
customers? The flaws in this sales strategy include:
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> New clients are expensive to generate: The cost of conversion includes
advertising and time required to make the effort to convert leads to sales.
Never forget that time is money, even if you aren't physically paying someone
else - your own time invested in marketing is time you can't spend on work you
are getting paid for.

> New clients are less likely to spend as much: Providing bespoke services is never
cheap and unless you are trading with large organizations, clients who have never
dealt with you aren't likely to commit to large value without an existing working
relationship to reflect upon. This means that sales from new clients are likely to
be small projects where your sales conversion costs need to be directly deducted
from their profit margin.

>» You can't trust new clients: It sounds harsh, but you can't guarantee that new
clients are good to work with if you have no previous working relationship with
them. Big risk factors for all new clients include potential difficulty to work with
and more importantly their ability to pay on time. Of course, clients are able to
earn your trust once you begin to work with them and get paid.

By providing the client with an impressive experience of working with you and an

end solution that they are amazed with, you will be able to produce an advocate who
actively recommends your services to others as well opening scope for repeat business.
Throughout the delivery of your services, there will be ongoing opportunities for you to
assess the needs of the client, allowing you to identify opportunities to propose additional
software/features at the end of the project. As the person with both the technical and
business knowledge, you are in a better position to provide the client with ideas that they
haven't thought about or even knew was possible; this is how the consultancy side of being
a freelancer becomes part of the sales process.

A final review of the project upon completion is an ideal time to present both an overview
of the benefits that the project provides to them as well as outlining optional steps to
introduce additional benefits; all based on your observations and conversations engaged
during the project. It may be that the client has immediate requirements to engage you in
further work or that there are no immediate requirements. Either way, the process should
repeat again from step one to ensure that the relationship is maintained for any future
opportunities to work with the client.

Summary

Success in both careers and business is all about who you know, so pay attention to how
you network to find the people who can open opportunities for your business strategy.
Networking and marketing shouldn't only focus on sales, but also to find people who can
benefit your business by providing news and other types of information insights that allow
you to make better decisions. Networking is also a great way to build key partnerships
with suppliers and people with specialist skills, while also helping to build a following

of people who advocate your business—helping to generate awareness of your brand,
products and services.
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Where sales are concerned, it is important to follow a sales cycle to close sales. Avoid the
common mistake made by many people in businesses who try to immediately close the
sale. This can easily lead to losing sales through making the wrong pitch, or even worse

is winning a sale that turns out to lose you money. Your sales cycle should make sure to
have a process that qualifies sales enquiries to ensure their suitability for your business in
terms of profitability and the type of client/customer you want to work and sell to. Other
processes in the sales cycle should focus on building an understanding of the buyer's needs
and interests so that you can later produce a pitch that perfectly matches all the criteria the
buyer wants in order to give them the confidence to choose you for their project.

The next chapter introduces client types, describing what you need to know about the
different characteristics you are likely to come across when working for people who
hire you.
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Once you start to get freelance projects, it will quickly become clear that every client
is different; some will be easy to work with, while others will be a bit of a handful.
Being successful as a freelancer ultimately comes down to:

» Making clients happy
> Being profitable

The types of client you work with will have a direct influence on both of the above factors.
If only every client was easy to work with, freelancers around the world would live lives
with less stress and better cash flow; the unfortunate reality is that almost all clients will
cause issues that affect your ability to satisfy them and/or be profitable with your projects.
This chapter focuses on identifying the different client characteristics you are likely to
encounter so that you can better prepare a strategy to make your clients happy, stay
profitable and avoid conflict. Keep in mind that most clients you will provide services

to will show a mixture of characteristics, with no two clients being exactly the same.

"If those who are sent to draw water begin by drinking themselves, the army is suffering
Jfrom thirst.”

—Sun Tzu, The Art of War

Before starting a project, we can learn a lot about a clients characteristics by simply
observing how they act. The information gained from these observations can become a
useful tool for making decisions on how to perform business with the client, minimize
risk and avoid negative situations. As the saying goes, actions speak louder than words.

The ethical client

The type of client that is good to work with; the type who we would all like our clients to
be. If a client can't be classed as ethical, then there has to be serious consideration as to
whether it's worth providing services to them.
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Characteristics

Ethical client tend to be:

>» Keen to identify a deal that is fair to both parties: Ethical people understand

that a fair deal leads to a win for everyone, meaning that they get the solution
and quality of service required because you have the funds to make it happen.
They also look at the scope for establishing a working relationship for future
projects, understanding that a good relationship with people they can trust leads
to receiving solutions faster with minimal problems.

Generous in what they offer: Ethical clients often know what the market rate
for your services is and will offer this as a minimum, while potentially suggesting
bonuses as an extra motivation when their work is required at short notice or
requires you to work extra time at weekends or evenings.

Keen to keep people happy: Ethical clients make a priority of keeping the people
they work with happy, whether it's rewarding good work or working with you to
identify mutually achievable solutions to problems that may occur on a project.
Ethical clients will try to avoid putting you in situations that cause unnecessary
stress and understand that showing their appreciation for your contribution can
make a big difference in your opinion of the working relationship.

Progression options

The most important factor to building a good working relationship with the ethical client

is communication; without this, ethical clients will not be able to make judgments that

truly reflect the situation. Information relating to the complexity, implications and time
estimation for completion should always be communicated on a regular basis to ensure

that the client can see the real picture of what is happening. Especially with projects of a
technical nature, it is easy for ethical clients to see a different picture from what is happening
in reality, hence giving scope for unrealistic expectations to emerge that lead to their
disappointment when you aren't able to meet their demands. To avoid this, you should:

>

>

136<

Have a transparent process that is clear and direct with the client on all factors
relating to the project.

Provide regular reports on your progress so they can see what has been achieved;
time tracking software can be used to monitor the time spent on individual tasks
to produce detailed documentation for the client's review—a good way for you to
emphasize where time is being spent.

Pay special attention in your progress reporting to anything that isn't easy to see,
such as research and construction of behind the scenes functionality, that are
taken for granted.

» Use the most relevant methods for the client to provide your progress
reports—every client is different and will respond differently to different
methods of communication. See Chaprer 1.2, Project Management, for more
information.
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The difficult client

This type of client comes in many guises, but ultimately will cause you problems in one
way or another. It's often better to not take on work from the more extreme of this type
of client, but in most cases you will not have the luxury of knowing how difficult a client
can be until you have started working with them.

Characteristics

Difficult clients will show at least one of a number of characteristics that you can learn to
identify before you agree to engage in any work for them. These characteristics include:

» Lacks a basic understanding of technicalities of the service you provide: This
isn't a definitive indication of a client who can be a handful to manage, but its's
certainly a red flag that should raise your suspicion—especially when combined
with one of the other warning signs. A client who doesn't understand the basics
of the technicalities of the service you offer is much more likely to demand
solutions that are not realistically achievable either on a technical level, in the
time available, or within the budget they have. With the more extreme type of
difficult client, this can lead to a distrust of advice that you give them and later a
dissatisfaction and under-appreciation of the work and effort you have provided,
due to their unrealistic expectations.

> Pushy and wants everything yesterday: Insistence that a new project needs
completion at short notice is often an indication that they lack organizational
skills—otherwise there would not be a situation where they need you to complete
the work ASAP. If the indication exists, this characteristic is likely to reoccur
with the client altering the requirements of their project without adequate notice
and still expecting you to complete the project without delay. A client with this
characteristic will want you to put their work as a priority above anything else
you are working on. If not handled correctly, they will cause you problems with
your work for other clients. In today's age of social media, these clients can
also cause damage to your reputation by openly publishing negative feedback
on review websites, including on your profile on social media platforms such as
Facebook and LinkedIn, as well as any freelance websites you use for finding
work. The problem with this is that there is no delicate way to provide a response
that describes how the complaining client is in the wrong without scaring away
potential buyers of your services; as far as they will see, it looks like a case of "no
smoke without fire". A combination of this type of client personality with the
previously mentioned lack of basic technical knowledge is a clear indication that
the client will be a handful to manage. If you can identify this before work on the
project begins, you should take serious consideration of whether it's worth taking
on the work at all.

>» Doesn't understand the effort required to do the job: This can be as a result of
a lack of basic understanding of the technicalities of the service you provide, or
more alarmingly, part of a dismissive personality. Either way, this characteristic is
likely to cause problems when trying to negotiate and explain the required budget
and time as well as what is possible.
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> A tough negotiator: Negotiation is an important skill in business, with a good

result being one that is a win for everyone involved. Difficult clients who are
tough negotiators usually only seek what is a win for them, which can put you
in a very difficult position as a service provider and can cause you to lose out
on the project financially.

» Tough negotiators may also use a tactic to make the project sound more
simple than it is in order for you to agree to lower prices and shorter
delivery time before signing an agreement. New freelancers without
exposure to this type of negotiation are easy prey, who then become held
accountable once the agreement has been signed.

» The more extreme type of tough negotiator will ensure that all elements
stated in a written agreement are fully followed through, regardless of
how realistic their expectations are. It is therefore important that you
define a watertight written agreement that has no scope for extras to be
added through any loose wording used in the agreement; this should
include the definition of what is considered to be reasonable support and
turnaround times. This subject is covered further in Chapter 12, Project
Management.

Lack of etiquette: This is usually leads to communications from the client

that sound much more rude and aggressive than they are intended to sound.
Examples include swearing and writing e-mails in capital letters; which for
some reason the client considers acceptable to use in a professional relationship.
Lack of etiquette leads to an impression of no respect or value for your
contribution to the project and can lead to you and any other collaborators you
work with becoming demoralized. The question to consider with clients who
lack etiquette is whether you want to be involved in working for them; their lack
of professionalism can spread from just being poor communication to physical
contact and other conduct that could pose a risk to your health and safety. The
foundation of all good working relationships is a mutual respect between the
client and the service provider—if this fails on either part, it opens too much
scope for bigger problems to occur later in the project; can you or do you want
to handle this type of client if you can simply find someone else to hire you?

Blames others for failing to deliver: This should especially raise your suspicion
of a client who could be difficult to handle if you are noticing them complain
about a string of people who have apparently not been able to deliver the
standard that they expect and/or if they are complaining about a previous service
provider hired to do the job that they want you to do. It could be that the client
has been unlucky in choosing the people they work with, but more often than not
this is an indication that they are difficult to work with by either not providing
the information required to complete the job or having unrealistic expectations

of what can be achieved.
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Progression options

Most clients will pose you with some level of difficulty to successfully satisfy their
demands and remain profitable. The issue for progression is not whether a client has
difficult characteristics, but more about whether their difficult characteristics will affect
your ability to successfully and profitably complete the project without sacrificing your
other commitments and business relationships.

In short, there are two options you have to conclude your involvement with a client who
proves too difficult to deal with:

> Identify a level of completion with new terms for the future of the working
relationship: Most clients will have some level of difficulty to work with, and
there will often be cases where you have initially misjudged the difficulty of
a client. In this scenario, you will have hopefully agreed upon a water tight
specification (see Chapter 12, FProject Managemen?) that allows you to define the
level of completion for the current work. Upon completion, a new agreement
can be made that takes into account your new knowledge of working with the
client to ensure a better working relationship that has less risk to you and offers
better scope for profitability.

> Identify an exit strategy: A last option resort for scenarios where the client
relationship proves to be unprofitable, unworkable and/or too high risk.
A good exit strategy will allow you to end the client relationship without any
hard feelings or leaving the client in the lurch. An exit strategy can include
a level of completion for the current work with a handover to a new service
provider or simply an immediate handover. Polite ways of ending a client
relationship can include quoting prices that you know the client will not pay
and making an introduction to a competing service provider.

The trusting client

Like the ethical client, the trusting client is one of the ideal types of client for a freelancer
to work with because they leave you to get on with your work with minimal interruptions.
However, the trusting nature of this type of client needs to be handled with care to

ensure that the project progresses in the right direction and to maintain a good working
relationship with the client.
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Characteristics

Characteristics of a trusting client include:
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> Doesn't raise many questions: Often as a result of not fully understanding the

technicalities of your service, a lack of questioning indicates that the client is
relying on you to get the work right, without too much input from themselves.
This method of client engagement:

» Allows for faster progress in projects that are simple and straightforward
which don't need too much guidance from the client.

» Leaves too much scope for mistakes to be made from incorrect
assumptions that result in the delivered solution not meeting the
client's true requirements.

» To ensure that the project runs smoothly and results in success, this type
of client requires special care to extract all of the required information.

Openly asks for your suggestions on what should be delivered: This is a good
indication that the client is open to suggestions and likely to be happy to progress
the project entirely on your advice. You need to make sure that any advice you
provide is accurate, which includes information and decisions based on your
knowledge of individual factors related to the client.

» Be careful about providing advice that you are not qualified and/or
knowledgeable enough to provide—as this can backfire and be used as
a reason to sue you if the client acts on your advice and suffers negative
consequences as a result.

Has a vague idea of what they want, but not in too much detail: A characteristic
that can prove to be problematic if not handled properly, being vague in their
requirements will require some initial effort to create a clear requirements
list—not only to guide the client in the right direction, but also to protect yourself
from feature creep later in the project.

Doesn't ask to review your work in high detail: Like being vague in their
requirements, this is another characteristic that can become problematic later
in the project if not handled with care. A lack of effort from the client to review
work you provide means that there is a much higher scope for them to blame
you if anything goes wrong resulting from your work not fully matching their
expectation or requirements.
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Progression suggestions

The trusting client is usually a pleasure to work with, but as identified, their trusting
nature can introduce issues that affect the progression of the project and the quality of
the end solution. As a result, some special measures need to be taken to steer the project
and the client in the right direction for success.

> Work with the client to produce a full requirements specification: Whether
it's through a series of meetings or delivered as a formal training course style
consultancy session, taking the time at the beginning of the project to thoroughly
build a picture of the client's requirements and have this recorded in a written
document to ensure that you are able to fully understand what is required. The
written document also acts as a point of reference for describing what is required
in the end solution; an asset that protects you against disputes about the agreed
delivery and feature creep.

> Research the client as thoroughly as possible: By knowing as much as possible
about the client, you move yourself into a position that ensures you can provide
the best advice and decisions tailored to the client's needs as an individual
business. This not only results in a better solution and service for the client,
but also better protects you against repercussions based on uninformed advice
you may provide.

> Have everything signed off: Having a formal procedure for the client to sign off
every stage of the project makes them psychologically aware of your progress
as well as prompting them to check that the work you have provided meets their
expectations. Not only does this act to improve the client's feedback for the
success of the project, but it also protects you against future change requests,
feature creep and disputes on quality that the client may otherwise expect you
to resolve at a cost to yourself.

> Build a plan that covers the client's current and future requirements: The
trusting client who hasn't fully defined their requirements specification is also
less likely to have a clear plan for both the short and long term progression of
their project. This type of client shows a need for proactive management, which
it is in your interest to help them identify the direction they need to take. As
identified previously, make sure to only provide advice that you are qualified
and/or knowledgeable enough to provide in order to minimize your exposure to
being sued should anything not go to plan. You might also want to consider the
use of a disclaimer in your service agreement that relieves you of responsibility
of consequences from suggestions provided—in other words it's the client's
responsibility to speak to specialist professional on the subject.
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The nasty client

This type of client will often show most of the characteristics of a difficult client, plus
some surprises of their own. For most people, nasty clients are best avoided at all costs;
they're not worth the effort, stress, or humiliation that they can cause.

Characteristics

Characteristics of a nasty client include the following:

>
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Aggressive behavior to others: Aggressive behavior can come in many forms,
whether it is speech, threats, body language, or physical aggression such as
frequently throwing objects and slamming doors. This type of behavior indicates
that the client either gives no consideration to how other people view them or
that they have no self-control. Either way, this causes much scope for problems
to occur if they disagree with your future actions; do you really want to risk
bearing the brunt of their aggression?

Malicious gossip: Aside from the acceptable level of banter present in most
work environments, gossip that is sincerely malicious shows a clear disregard

for confidentiality and respect for others. It is true that there could be genuine
reasons for a client to have a cause for concern and unhappiness with people they
work with and know of, but professionals tend to value all of their professional
relationships and discuss their concerns directly with the people in question—or
at least in private with those it is of concern to. Client behavior of this nature
suggests that they can cause you problems through failing to communicate their
concerns directly to you, hence causing unnecessary damage to your reputation
when they decide to spread malicious gossip about you

Name calling: Clearly an unprofessional characteristic, name calling by the
client in any way that's not within the realm of reasonable banter isn't positive to
anyone in the professional environment. It shows a lack of respect for the people
they work with, which is the foundation that all good working relationships are
built upon. If your client can't truly respect you and/or others as a professional,
then the seeds are already sown for a difficult working relationship that poses you
with a high risk of being undervalued, unappreciated and taken advantage of

Extreme sarcasm: Although not always an indication of a nasty client, uncalled
for sarcasm can be an indication of a dismissive personality trait. This can cause
problems if the client's expectations can't be met on the basis of technical, budget,
resource, or available time

Boasting of unethical deals: It's one thing to benefit at the expense of others
such as gaining free labor from people needing to gain work experience, but

it's an entirely different issue to boast about how the situation has been taken
advantage of. A person who boasts in this way shows a lack of appreciation
and confidentiality as well as indicating that they take pleasure in gaining at the
expense of other people. In general, this type of person should never be trusted
because they are likely to take advantage of your working relationship and leave
you losing out financially or otherwise for their own gain
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> Publicly dismissing the skills and efforts of others: Like sarcasm, this isn't
necessarily a clear indication that the client will cause problems in a working
relationship, but should raise awareness of potential issues ahead. This type of
trait indicates that the client doesn't appreciate the finer details of the skills and
time required to deliver a service, which if true, will make it much more difficult
to communicate and negotiate terms that are critical to the success of the project
such as the required time, resources, and budget

Progression suggestions

Nasty clients are difficult to work with and provide minimal margin for actions to keep
the working relationship running smoothly. These clients are high risk because their
attitude can lead to situations that damage your credibility and profitability—possibly
to a point where the client doesn't pay anything.

» Cancellation: The earlier you can identify the characteristics of a nasty client,
the better positioned you will be to make an exit from your involvement with
them. Ideally, this would be before the commencement of any work or signing of
contracts so that you have no legal obligations or financial commitment. Where
work has already started, it is still worth considering options to make an exit;
ideally with getting paid for your time commitments, but even without payment,
the cost of continuing could be significantly higher than writing off the amount
you're already owed for the project, especially where there is a risk of the client
not paying their bill

> Payment upfront: Never trust the nasty client because they tend to lack the
traits required to ethically engage in business. Request payment upfront so that
they can't withhold payment as a tactic to hold you to ransom for getting you
to do unpaid work or bargain you down on price in return for a faster payment;
even worse is when they have no intention to pay after getting their free extras.
Payment upfront combined with other elements mentioned in this list provides
you with additional negotiation strength when the client starts to use underhand
tactics to take advantage of your time and skills

» Clear documentation: There is a higher requirement to document everything in
fine detail because the nasty client can't be trusted to keep to their word or distort
agreements. Project documentation should pay specific attention to exactly what
you have agreed to deliver, when it should be delivered and at what price. This
agreement should use watertight wording that makes it impossible for the client
to claim an alternative interpretation that allows them to insert additional work
or escape payment

» Micro-milestones: Keeping each project milestone short allows you to charge
the client in advance of work commencement and can avoid situations where
the client manages to swindle you into providing more work than you agreed to.
‘When combined with clear documentation and upfront payments, this becomes
a highly effective negotiation tool that protects you against unethical business
practices used by nasty clients looking to take advantage with a view to gaining
free labor
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» Written communications: The nasty client's favorite forms of communication
are the types that can't be used as evidence, especially when it may come to you
extracting payments from them through the legal system. Spoken agreements
are difficult to prove and even recorded telephone/video conversations may
not be admissible as evidence if no permission was given by the client to make
the recordings in the first place. It is because of the unreliability of spoken
agreements as evidence that all significant communications should only be
accepted in written formats, which includes e-mail as well as signed paper letters.
For situations relating to teleconference, face to face or phone communications
that detail important project requests/decisions, simply request for the client to
provide an overview in an e-mail or letter, allowing you to keep this as part of
your project documentation

> Employees and collaborators: Extra effort should be made to protect the
people you work with against nasty clients through the use of formal policies
and procedures. This is not so much to protect them from lesser issues such as
verbal abuse you can expect from this type of client, but more to do with them
becoming victim of unethical business practices that the client may engage
to take advantage of their naivety to gain free labor, escape payment or even
to gain commitments for unachievable goals. At best, this leads to a situation
where people you work with are used as tools to get you obligated to delivering
unfavorable business deals. The more serious situation is where the nasty client
intends to use the commitments they gain as evidence to sue you for more than
the project is worth; which may be the entire purpose of the client's project.
It is for these reasons that you should ensure to make clear in any contracts
that it is only yourself who has authorization to accept additions, alterations
and commitments to the project plan. Policies and procedures should also
be used to ensure that the people you work with are aware of how to handle
communications and situations when dealing with the client; helping to avoid
accidentally giving the client the ability to gain commitments and/or liability
admissions through loose wording. Ideally, this risk can be reduced by eliminating
communication channels that allows your employees and collaborators to speak
directly with the client

The price-conscious client

The price conscious client will come in many forms; some are motivated by getting the
best deal, some are restricted by their available budget, and others are motivated by a lack
of knowledge, meaning that the only factor that they can evaluate value is with price.
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Characteristics

The price conscious client will have at least one of the following characteristics:

>

Uses price as the main factor in their purchasing decision: This is a characteristic
that can cause problems with the project, as to win the work, you may have to push
your prices so low that the scope you have to make profit doesn't cover anywhere
near what your time is worth. Being self employed, you aren't covered by any
minimum wage laws, hence you have to be careful not to quote so low that you end
up working for less than you would earn flipping burgers at one of those fast food
chains we all know of! You also need to factor in the overhead you spend on the
client in terms of time; a client who requires more time to communicate with will
mean more time spent on the project, even though it is not more time spent on the
actual technical production you are being hired to deliver

Uses tough negotiation tactics to drive down costs: People who have this quality
indicate a good level of business acumen and as a result should know what
realistic costs for their requirements are. Their tough negotiation tactics could be
motivated by a lack of technical knowledge or simply to get the best deal. Either
way, this can lead to difficulties in the project if you allow them to negotiate

you beyond a point that is realistic. Not only will likely have to cut corners to
remain profitable, but the client's tough negotiation tactics will likely force you to
complete any specification agreement to the word, making it likely that you will
work for far below what your time is worth and possibly make a loss

Expects the same quality output as more expensive solutions: A clear indication
that the client will be difficult to work with because they either don't have a
realistic expectation of what can be achieved, or that they have no intention of
working in a relationship that is mutually beneficial. This becomes part of a

toxic combination when the client also uses pricing as the main factor for their
purchasing decisions. There are a number of factors that lead to this expectation,
such as a lack of technical understanding and the client having already compared
their requirements to other more expensive options in the market

May compromise on quality to lower costs: This is certainly an indication that the
client is at least realistic.. The compromise on the quality accepted may come after
some tough negotiation or it could be offered upfront, the latter certainly being an
indication of a client who has realistic expectations of what is achievable and who
could be good to work with. To protect yourself against future disputes with clients
who turn difficult, it's important that you have any agreement on compromising the
quality of the end solution documented in writing
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Progression suggestions

Price conscious clients should be considered very carefully, as the budget expectations for
the project can lead to problems that affect how you can achieve a successful completion,
keep the client happy and earn a decent living. The key to success in the project lies in
the following:

>
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Information: Make sure that the client understands the full details of what you
are offering with your service to meet their requirements. They must understand
that solutions provided by cheaper service providers may not offer all of the
features, quality and experience you offer, so providing them with the information
they need to make a fair comparison will help to avoid you being undercut by
someone looking to cut corners.

Negotiation: If the client is pushing you to lower your prices, you can offer to
drop non-critical elements of your service in return for a lower price. This is a
useful tactic to use because it allows the client to win in their price negotiation
without compromising your profitability; therefore allowing you to maintain
a standard of quality that will ultimately satisfy the client. Good negotiations
result in solutions that satisfy all parties involved.

Education: Making sure that the client understands the basics of the technicalities
that your service offers is important, as it will save you from dealing with
unnecessary phone calls and e-mails that damage your productivity. Educating
your clients also helps them to understand the real value of what you are offering.

Tools: Development and/or purchase of resources to help you become more
efficient in providing your service and delivery of customer support and project
management can lead to you providing a better service at a lower price without
compromising your profitability. This type of resource is ideal for winning and
successfully completing work for the price conscious client.

Productization: As an extension of the previous mentioned tools, you can look
into developing products based around the services you offer. This is especially
good for selling to clients who are price or time-restricted, as it allows you to
provide ready-made solutions at a fixed price without the need for unpredictable
time investment. Your hourly rates can then be added to any standard product
price for further modifications and enhancements required by the client. Good
examples of productizing a service are website templates for website design and
template contracts for legal support services.
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Summary

There are different types of client that require different methods to work with. Clients
are likely to show characteristics that fall into several of the categories mentioned in this
chapter, which is what makes every client unique. The success of your projects will often
depend on your ability to choose the right approach to working with the client, so there
is an urgency to make sure you are able to identify what categories each client falls under
before you start to develop the project with them.

Whereas clients will talk about multiple success factors, it is important to remember that
there are only two factors that you should seek to address—being profitable and keeping
the client happy will result in a conclusion to the project that satisfies both parties.
Although this may sound obvious and straightforward, the difficulty in achieving this is
affected by the characteristics of the client, with some characteristics being problematic
to manage and posing undesired risks to your profitability and reputation.

In addition to having methods for dealing with the different client characteristics you
encounter, generating savings to cover your expenses for several months will allow you

to avoid situations where you are forced to accept work from clients you observe showing
undesired characteristics. Being in this position allows you to be selective of the projects
you take on so that you can avoid situations where bad clients lead to unjustified loss of
money and damage to your reputation. Your time can instead be spent working with good
clients who are easy to work with, appreciate your contribution to their project, willing to
pay what you're worth and more likely to return for more of your services based on the
trust they have developed for you.

With an understanding of how to identify characteristics of the clients who hire you, the
next logical step is to understand how to manage them—the subject of the next chapter.
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Managing Clients

Knowing how to manage clients can make the difference between a project running
smoothly, successfully and profitably. This chapter looks at methods to be used when
working with clients in order to avoid problems that can derail the progress of the project
and risk its success and your ability to make a profit.

Points of contact

Success in projects largely lies in good quality communication with the client and like
managing the technical requirements of the client, it is much easier and efficient to get
the message across when the lines of communication are simplified. It's for this reason
that there should ideally only be one point of contact to communicate with in the client's
organization so that:

>

Agreements for work requests can't be disputed on the basis of authorization
given by the wrong person—i.e. ensure that your point of contact has the final
say and authorization.

‘Work requirements provided are consistent—i.e. no conflicting requests due to
the point of contact being able to have the final say.

Repetition of communication is kept to a minimum by providing the designated
point of contact the responsibility to relay information to the correct people,
hence avoiding your time being consumed by multiple people calling or e-mailing
you with the same questions.

Support is easier to manage and co-ordinate—not only through the above
mentioned reduction of communication repetition, but also by benefiting from
the point of contact becoming more knowledgeable in the processes and issues
relating to your service so that over time they can resolve more support issues
without contacting you.

Disputes are easier to manage and more likely to be genuine—it becomes very
difficult to communicate dispute issues with multiple people who have different
views of the situation, especially when complaints stem from information not
reaching the right people in the first place.
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Unfortunately not all client setups are ideal enough to allow for only one point of contact.
In this type of scenario, several points of contact need to be identified at the start of the
project that may include:

» Project sponsor: The person who has the final say on what is paid for any
services to be provided. This person should always give a final authorization
before any work proceeds to ensure there is no scope to dispute amounts to be
paid once the work has been completed.

» Co-coordinator: The person who is responsible for co-coordinating the client's
side of the project management and will be responsible for drawing up the project
requirements as well as ensuring everyone has access to the right information—
including those relating to support for end users.

» Technical contacts: The people who will provide the information and resources
required to progress with the project. For more advanced projects, these are likely
to be specialists in their field, such as a representatives of the IT and marketing
departments who you need to collaborate with.

> End user representatives: A selection of real users of the solution you are to
provide. Whether your are to provide an IT system, brochure or photography,
feedback from a sample of people who will be using your solution is important
to ensure that whatever you have created will be useful and/or appreciated by
the people who will be using it. These people may also give feedback that leads
to improving the solution by adding new features that add value and taking out
or modifying those that aren't useful.

Not all of these contact types will be required by every project, whereas some projects
will be flexible to have one person acting as two types mentioned above—such as the
project co-coordinator being given authority act as the project sponsor with the ability
to authorize payment agreements. Whether a full list of contact types is required or
only a few, the important issues are to ensure:

» The least number of points of contact used to reduce your effort for managing
the flow of communications is kept to a minimum.

» The right types of points of contact—a team who has the ability to provide the
information and resources you require to progress as well as the authority to
make decisions and commitments.

Performing risk assessment of the project

Regardless of whether you have a good working relationship with a client or not, all
projects require an amount of risk assessment before and during their engagement.
Although we all like to believe that our clients can be trusted and pose no risk to our
business interests, it is basic business sense to have procedures in place that highlight
potential risks of engaging any work provided by a client so that we identify potential
problems early before they become a major issue.
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The following are examples of considerations that should be taken into account when
reviewing the amount of risk associated to a project:

> Client personalities and politics: These can cause issues that disrupt your
ability to successfully complete the project. Are there any indications from
your observations that the client could be difficult to work with? Are there any
indications that politics within the client's organization may affect your work?

> Business formation: Limited companies and limited liability partnerships can
be liquidated, posing a risk that their liquidation can leave you exposed to not
being paid for your work. In addition to this, it is entirely legal for a business
owner to transfer assets from a company they are about to liquidate to a new
company in order to avoid paying their creditors—aka a phoenix company. The
important factor to recognize with these type of business formations is that they
are a separate legal entity to their owners, meaning that that you are dealing with
the business entity and not the person. Never make the mistake of assuming that
assets can be seized as a form of payment in the worst case scenario; even where
the owner doesn't set up a phoenix company, assets they personally own are
separate to the business.Sole traders can go bankrupt, making it very difficult for
you to get paid for services you have provided if this happens. When someone is
granted bankruptcy protection, they are released from any financial obligations
they have, meaning that there is little you can do to regain any amounts you are
owed; this can be a serious issue if you have incurred significant debts of your
own to provide your services to anyone who declares bankruptcy. Complexities
of a project's requirements can be massively over simplified if the client's
description due to their lack of technical knowledge to describe all associated
factors in detail.Pay extra caution when clients mention words like o7/, easy and
simple. These types of words suggest that they perceive the work to be basic and
therefore should require little effort and skill, commonly resulting expectations
for a faster delivery at a lower cost than what it is realistic.

> Practicalities of client requirements: Clients will often have ideas of what they
want that you know from your experience wont work. Clients will often listen to
your feedback, but there are some who wont listen to your suggestions and will
be adamant in proceeding with their own ideas—the dilemma being whether
to work with them at the risk of souring the relationship when it goes wrong or
to suggest that they hire someone else on the moral principle of only providing
solutions that's within the client's interests. In addition to this, projects that you
believe will fail could also have a financial element that affect the client's ability
to pay your fee—in this case, it may be better to completely avoid the bigger risk
of not getting paid by not taking on the project.
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> Implications of the client's requirements: What are the consequences if the
solution you deliver fails in any way? An air traffic control system poses much
higher risk for consequences than an entertainment software system, even though
both may require the same degree of skill, time and effort to develop.

» What is it that you will be working to develop? And what are the
dependencies that already exists? If you're being asked to make an update
to the code for the above mentioned air traffic control system, you'd better
make sure that you fully understand the design of the system and how
each component integrates with each other, as introducing the changes
you are asked to make can easily break other parts of the system without
your knowledge. This principle isn't specific to software engineering, but
also applies to many other professions such as accountancy, journalism
and graphic design for brochures and books.

» Is it safer to not make the changes?

Measuring complexity

A factor that can turn to become a problem is the complexity of the project. The very
nature of spoken language is that the same sentence can be interpreted to have different
meanings to different people. It should never be assumed that any project is easy—
there's nothing more damaging to your industry and negotiation ability to have certain
inexperienced service providers suggesting that a job is easy. This leads to the client:

» Assuming the job can be completed quickly.

>» Expecting a lower price for your quote.

Unless you are working with a client who is clued up on the technicalities of the service
you provide, details about the complexity of the work to be delivered should almost never
be provided to the client other than to say it's more complicated to achieve than it sounds.
Good reasons for this include:

» High risk of increasing expectations—especially for elements of the project that
turn out to be more complicated to implement than expected.

> Gives the client scope to come up with unreasonable conclusions by measuring
against previous tasks. This isn't good for elements of a project that sound
similar to previous tasks, but require a lot more 'under the hood' work that isn't
noticeable to the client.

> As it is often difficult to explain the complexities to the client in these
circumstances, the client will often assume that you are elaborating on the
additional effort required, leading to a potential compromise in your ability
to negotiate on factors relating to payment and time scales for delivery.

» Unknown factors can make simple jobs more complicated.

» The client themselves can be an obstacle that turns a simple job into something
much bigger.
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‘With the above in mind:

» Never say anything is easy—it usually isn't and it compromises your ability
to negotiate.

» Expect to find undisclosed information that will affect the work you do.

» Never commit to concrete delivery dates until you are happy that you have all of
the information you require.

» If delivery dates are set to complete the project, ensure that you can identify
components that can be dropped if complexity leads to you falling behind
schedule. The components identified should be those that aren't critical to the
functionality of the end solution and that can collectively save enough time to
put you back on track.

Key performance indicators

Knowing in advance what the client is judging your performance on can provide you
with the ability to focus your efforts on the areas that will capture their attention earlier
in the project—allowing you to gain their confidence quickly. All clients are different,
so you should avoid making assumptions about what aspects of your work will get the
most attention.

Gaining an understanding of the client's key performance indicators comes from good
communication—specifically in being able to ask the right questions in a way that the
client understands. First impressions are also a major factor that will influence the how
the client judges your performance; something as simple as explaining to the client what
your work has involved and the benefits it delivers to them can make the difference
between them being dissatisfied with your pace of work and being highly impressed
with what you

» Ask questions at the start of the project about what they are expecting to see—if
you are working on site, ask them at the start of each day about what they are
expecting to see that day; this gives you a guideline on where your efforts should
be focused, as well as early identification of any unrealistic expectations that need
to be addressed.

> Identify the types of work the client values most—are they all about the visuals or
are they more interested in working functionality?

» Never assume that delivering work to a good standard is enough to impress the
client—make sure they know what you've done and why it's to a good standard.

» Discuss alternative options for anything you've identified as being a higher risk to
develop—never be optimistic about delivery timescales and complexity.

» Define performance objectives as SMART:

» Specific : In the sense that there is no scope for misinterpreting what is
expected from you.
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» Measurable : In that definitions for your goals are not vague and instead
can be compared against metrics that can't be disputed at different stages
of the project; i.e. instead of zo improve the loading time, ensure that the
wording is to become more specific such as 7o reduce loading time to within
3 seconds.

» Achievable : All objectives must be possible in order for you to meet
them, whether it's technically, politically or with the available resources,
skills and budget; we can aim to produce the best graphics, but we will
never achieve this if we don't have the graphic skills.

> Relevant : Eliminate objectives that are outside the scope of what you
deliver as part of your core skills; e.g. a client may confuse developing
web software with delivering online marketing, in which you would
need to eliminate any marketing objectives that are not directly related
to software development.

» Time-related : Make sure that the client specifies the timeframe they
expect the objective to be met within; avoid situations where they give
you non specific suggestions such as as soon as possible or whenever you re
ready—both of these have too much scope for the client to change their
mind at any point, and especially where contracts are involved. Instead,
time related objectives such as o de/iver xyz in 2 weeks is specific to a point
where you can evaluate upfront whether the objective is realistic.

Defining client expectations

Defining client expectations is important for the perceived progress of the project. Unlike
managing their expectation, which is what happens once the project has begun, defining
a client's expectations is about how you set their hopes before they have committed to buy
from you. It is very easy to accidentally give the wrong impression about the complexity,
financial and time requirements of their project, so being very aware about what you say
in front of any prospective client is crucial to ensure that they avoid making assumptions
that you are then later held meeting. Examples of delicate issues to discuss include:

» Timescales for completion: You should avoid mentioning anything about the
completion time until you have the project specification fully finalized, good
insight to the characteristics of the client and an understanding of all factors
relating to the project. Many problems can be caused when you say something
along the lines of /7 could take x number of weeks/months, providing that we get all of
the resources on time and we experience no problems, but don 't take that as any guarantee!,
which often results in the client hearing No problem, we can have it done and dusted
within x weeks and we don't expect any problems—tafke that as our guarantee!, when in
fact the client turns out to be slow to deliver resources you require and causes
problems both in terms of slowing your progress and having the assumption that
you will deliver quickly regardless of issues encountered. If no time scales are
mentioned, this type of problem can be avoided completely.
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> Complexity: A classic mistake made by people who are new to freelancing is to
assume or make work sound simpler than it really is. This causes the following
major problems:

»  The client undervalues the skills required to do the job.

» Increased risk of unknown factors relating to the work opening new
complexities that increase the scope of the work requirements.

» Opens scope for the client to assume quick progress on work that
sounds simple, but in reality is difficult to produce.

» Opens scope for the client to assume and/or demand a cheaper
price based on their wrong assumptions for time requirements and
undervaluing your skills.

» Suggests to the client that anyone can do the job—resulting in you
being perceived as easily disposable.

» These are all the ingredients that can lead to a toxic problem in your
project where the client begins to ask for more and more complicated
features and additions that require much more time and costs than
they expect. This type of problem can lead to a lack of confidence in
your capabilities, resulting in the client ditching you for another service
provider who they believe will be able to work faster and cheaper—
which isn't good for anyone, especially if the client owes you money.
Avoid this by never making assumptions on the complexity of the work
and never mentioning words like easy, simple or basic in relation to
anything you are to provide.

» Price: Clients who make assumptions on complexity will also make assumptions
based on price. Like with these other factors, any mention of price should
be restricted to only what your hourly rate is during initial briefings—never
be pressured into suggesting any price on the spot, as many clients tend to
mishear this as a final quote for the work and puts you in a difficult negotiating
position should you find additional factors that will increase your time and
cost requirements. Playing safe to avoid false expectations is always a policy
that is best in the long run, but isn't necessarily good in the short-term if your
competitors are making unrealistic or unsafe promises on time scales, complexity
and price to make their proposal appear more attractive than yours. Should you
feel this is the case, some of the following actions can be taken to gain trust
and ensure that prospective clients are able to make an informed decision when
deciding who to hire:

» Provide documentation detailing the project development process as part
of your sales literature—complete with information about key factors
that they should be looking for in a service provider and how you meet
the required standards.
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» During your meeting with the prospective client, guide them through
your project development documentation, informing them of the
processes involved in creating their work and highlighting potential
problems that can be occurred as well as consequences that can result
from poor workmanship.

Not only does this emphasize that you know what you are doing to gain
trust from the prospect, it will also put the prospective client in a position
where they can interrogate your competitors to identify those who are
making false and unsafe promises.

Analyzing implications

Before starting to work on any project for a client, it's important to analyze all scope for
implications that arise from your involvement. The most common implication of working
on new projects is working with other service providers—who may be working with you
as team members of the same project or on separate projects that require co-operation.

To be successful, it's important for all parties to act within the best interest of the project
and to avoid politics based on personal agendas.

It's important to identify the right strategy to use in progressing the project to completion
and to satisfy quality, budget, and time scale delivery requirements. The following are
implications that should be taken into consideration when evaluating these delivery
requirements:

> Work already started on the project: In the best case scenario, existing work on
the project will be developed to a high standard that will allow you to progress
more efficiently and avoid implications on any changes you need to make. There
will be a likely requirement to invest some time into learning how to make use of
any existing work produced in order to allow you to maintain the quality and to
take advantage of any resources developed to avoid time wastage and duplication
of work.In less than ideal scenarios, existing work will be produced to a lesser
standard that will result in you having to invest excessive time to check accuracy
and ability to make changes efficiently. In the worst case scenario, it may be
identified that restarting any existing work from scratch will produce a solution
that is delivered in less time, is more accurate and will have advantages for future
productivity and maintainability; Such decisions should never be taken lightly, as
this will result in massively extending the work requirements of the project—the
question being whether any extended effort requirements will help deliver the
project within the required budgets and time scales in both the short and longer
term. When opting to create a replacement, another issue worth considering is
whether there are any components that can be reused in the new implementation;
this will certainly be the case when the system already has production data in use.
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> Politics of the client's organization: It's important to know who to approach
with which information to avoid implicating yourself in scenarios where people
become unhappy or discover information they shouldn't have access to Client
politics can result in certain people withholding information that is required for
you to make accurate decisions and progress with your work. This can be as a
result of people perceiving the project to be a threat to their position or simply
due to a personal dislike of other employees of the client who are involved with
your work.

> The client's business processes: A client who runs their business or department
with highly efficient and structured processes is more likely to apply the same type
of methodology to working with you, resulting in them developing a structured
process for working with you on the project. A client who is disorganized in
managing their business or department is also likely to be disorganized when
working with you, resulting in potential problems to get information and feedback
from them. The solution that you are to provide needs to fit within the client's
business processes. The same solution for a business with a set of business processes
won't necessarily work for another business of the same type that has different
business processes. The key issue to identify is that all businesses are different—
even if they offer the same products and services targeting the same market.

> Individuals working on the project : whether they are employed by the client or
are other service providers.

> Skills and expertise: Always know what work to delegate to the right people and
which opinions should be taken with higher authority.

>» Communication abilities: Knowing which is the most effective way to
communicate with individual team members will avoid many problems. It's
very damaging to a project's progression when other members fail to listen or
misinterpret instructions that result in lost time through duplication of work.

» Team management: It's important that the team is properly coordinated
to avoid members producing work that doesn't fit with other components
produced by the team.

> Politics: Some people may act for what's in their own best interest over that
what's best for the project. This can be especially true for people who want
to appear to be making a more important contribution and who want deflect
blame on themselves for anything that goes wrong.

Defining an exit strategy

Although it should always be the intention to successfully complete the project in question
to a level that the client has requested and is satisfied with, any number of situations can
occur that will limit your ability to complete and deliver the project. For this reason, there
should always be a strategy to exit the project without leaving the client in the lurch. Exit
strategies should include:

» A definition of notice period to be given to the client to ensure that they have
enough time to make any preparations—if any.
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> Potential suppliers that you can introduce to the project to replace you.

» Training procedures for any replacement supplier(s) to be engaged as part of
the handover phase, ensuring that the new service provider is able to use the
work you have provided to a sufficient standard and without wastage of time.

Analyzing the client

You can't assess the risk that a client can pose to your success and profitability on a
project unless you have information beforehand about how they operate. Although
there is no substitute for being able to measure a client from previous experiences
of working with them, there are a number of ways that you can obtain an amount
of information that will help you in estimating what risks a client will pose to any
possible project and working relationship.

Commitment

A client's commitment to a project will often be a defining factor in a successful
implementation—no matter how good your project management and technical skills are,
your output will always rely on what the client inputs. There's an IT acronym known as
GIGO (Garbage In Garbage Out) that accurately describes the issue in that if the client
doesn't put the required effort into the project, then they wont get what they want out of
the project.

Although it's difficult to see how important a client sees their project, a number of factors
can be taken into account when evaluating and testing their commitment:

> Planning assistance: This could be in the form of traveling to you for meetings
and/or providing a detailed list of all of their requirements. If they are able to fully
commit to helping you in the first stages, then the chances are much higher that
they will be committed enough to provide the on-going assistance you will require
once the project has started—whether it be feedback, testing or defining additional
requirements.Keep in mind that clients have different levels of technical abilities;
hence not all clients will be able to help you with everything you suggest. However,
even clients who are technically restricted should show a minimum commitment to
take time out to see you face to face—ideally traveling to you at least once, which
shows more commitment to achieve their requirements.
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> Response times: Slow response times to information requested relating to the
project is an indication that the client is too busy with other aspects of their
business; similar but worse to slow response time are unpredictable response
times, which introduce difficulties for you to plan your workflow. This isn't good
for projects because it leads to either the end solution not matching the client's
expectations due to lack of input, and/or inefficiencies caused by delays and
duplication of work caused by delays in the client feedback..Clients who have a
slow response characteristic often complement this by having an expectance for
you to respond to their requests ASAP and have a quick turnaround time. This
becomes problematic when you aren't able to plan your schedule because you
don't know when you will be able to progress to the next stage—plus you will
also have other projects to manage that will make it difficult to quickly react to
feedback that isn't scheduled.

» Quality of information provided :A detailed specification showing what is
required is a good indication that the client is committed to the project through
their prior time investment and are therefore likely to assist in providing further
information and feedback that you require to successfully implement and
complete the project to a standard that everyone is happy with.Some clients
may have an idea of what they want, but may not have the abilities to define
their requirements in a detailed document. In this scenario, you can test their
commitment by offering to help them build their requirements specification. If
this is the scenario you face, the client's commitment should be tested through
ensuring that they have full input—if they have you define all of the requirements
for them, then this could be an indication of a problematic working relationship
and leaves you vulnerable to features of delivery that the client assumes should be
part of the standard delivery, but aren't defined in their specification.

> Feedback and execution: To give a detailed and bespoke service, you will
provide a lot of advice and will often write reports as part of your consultancy.
A client who is committed will take this information on board and will provide
feedback—even if they don't agree with your suggestions. A client who keeps
asking the same questions and or gives no feedback that is positive or negative
indicates a potential lack of commitment to listen and/or read your advice.
This can be problematic for project planning that requires the client to provide
feedback and actions to be implemented for the project to proceed and succeed.
This factor can be tested transparently through your initial consultation process.
Using a few open questions that allows the client to provide their opinion of what
you have said in a meeting and on any written materials you have provided them
with is a great way to see if they have taken the time to at least made a small
effort to listen and/or review the information that you have prepared for them.
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Ethics and difficulty

The most effective way to evaluate whether a client is difficult to work with or not is to
spend a number of days working with them at their office. From this, you will be able to
gather information on their office culture, how the client deals with other suppliers, their
work ethics and staff opinions of the key decision makers that you will be working with.
From this, it becomes easy to see first-hand how they deal with that may occur when you
are working with them and to identify any warning signs—such as the client withholding
payment from suppliers, boasting of unethical business deals, complaining of other
service suppliers and lack of trust of employees to their employer.

The main downside to this method of observation is the amount of time required
to dedicate the number of days to work on site with the client as well as giving the
impression that you are already committed to taking on the project. As a result, this
type of observation activity is best reserved for higher value contracts for which you
can negotiate to have a trial starting period to deliver your services.

Secondary research is another option that can be engaged either in addition or as an
alternative. In this this type of observation, you would gather information from other
people involved with the client, whether this be staff, suppliers or anyone else who has
been involved in working with their business. From using a mixture of direct and indirect
questions depending on who you are speaking to, it will be possible to build a picture of
what the client is like to work with.

Financial

A critical part of making any potential project worthwhile your involvement is to be
paid—not just at some point, but on time and for the right amount of what your time
investment is worth. Failure of clients to pay what they owe on the dates that they should
and the right amounts can lead to your business, lifestyle and family suffering as a result,
so knowing beforehand if the client can be trusted to be ethical on payments allows you
to put procedures in place to protect yourself from being financially taken advantage of.

Researching the level of financial risk that a client poses can be fairly straightforward

if you know where to look. Reports on submitted accounts for limited companies are
available to purchase online at Companies House (www . companieshouse.gov.uk)

via their WebCheck service. In a similar way, financial information can be obtained about
individuals through performing a credit check via one of the many online agencies who
provide credit scores for individuals.

Researching publicly available information is only one part of the puzzle, as company
accounts and credit checks will not reveal information relating to bad business ethics and
late payments to regular suppliers that will cause you problems. To gain an understanding
of this, it is worth researching the client's existing suppliers and other people they have dealt
with to get feedback on questions about their business relationships with the client. Social
networking websites like Twitter (www . twitter.com) and LinkedIn (www.linkedin.
com) are useful for this type of research, not to mention the old fashioned business
networking methods.
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