Seven Systems of a Growing Membership Business

Module 7 Strategy System
Lesson 7 — Numbers You Need to Know

Welcome to this lesson on the numbers you need to know. Now, why is this
lesson important? Well, it's been my observation that those that are
successful membership owners, one of the key indicators of their success
is that they know their numbers. When | go in and I'm doing some private
consulting, | begin to ask some questions about their numbers and
immediately, if | begin to hear the numbers and they tell me the exact
number, | mean, to the member or to the dollar, | know that I'm working with
somebody who's got an eye on the ball and who is looking to do everything
possible to grow their membership business.

Now, if | go in and | ask somebody about their numbers and they begin to
say, "Well, we grew by a little," or they were vague, they weren't specific or
they just even said, "Well, you know, | don't even know. I'm not sure," then |
know I've got a lot of work ahead because I've got to get them to see their
numbers and utilize those numbers as key indicators for the health and
growth of their membership business.

So in this lesson, | want to help you do that. | want to help you know the
numbers that you need to be looking at every single week, really you want
to have a snapshot, a weekly snapshot of each of these numbers so that
you can quickly adjust and look at what changes may need to be made or
how you can respond to your membership business. So having said that,
let's talk about some of the key numbers you need to know.

The first one is this. How many members do you have? Now, that would
seem like a pretty obvious question but believe it or not, I've gone in and
asked that question and some people have actually said, "Well, | really
don't know." You need to know how many members you have. Now, we've
spent a lot of time together. I'm not going to unpack why that number is
important. Hopefully by this time in our journey together, you are in
agreement that you need to know that number and hopefully you've already
been tracking that number yourself.

Now, another question or another number that you need to know is how

many cancellations did you have, how many cancellations. You see,
everybody likes to focus in on how many members they have but nobody
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likes to talk about how many cancellations did you have. As matter of fact,
if you go to a conference and you're surrounded by membership business
owners, they don't have to say, "Hey, I've had this or I've got this many
members," or, "l have this many numbers of members." Or somebody else
will say, "Well, you know, we got this many members over the new year."

Well, take a step back and ask them, "Well, hey, how many cancellations
did you have?" You see, it's one thing to have 100 new members. It's
another thing to be able to say, "Yeah, | had 99 of those canceled by the
way." That doesn't mean anything. The value really in your membership
business is also in the number of cancellations and keeping your eye on
the health of your membership business. So how many cancellations did
you have?

The next number that you need to be tracking, especially for those and
really this is for those of you who have an ascension model in place and
are utilizing the ascension strategy is how many upgrades did you have,
how many people upgraded their membership to the next level. That's an
important question because that's a number that all of the sudden you
might be finding that people are upgrading their membership and it was in
response to a particular marketing piece that you sent out or it was in
response to an event that you did and all of the sudden then you were able
to see, "Wow, that marketing event that we did or that piece that we mailed
out had a great response, a number of people upgraded their
membership."

At the same time, the reverse of that is also a key indicator. You need to
know how many downgrades did you have in your membership. Now, if you
are in unfamiliar territory about the importance of having an ascension
model and an ascension system in your membership business, go back
and listen to the ascension system module as part of your training.
Because here, if all the sudden you have a high number of cancellations
and a very low number of downgrades, that maybe saying that you're not
doing something right in trying to get people to downgrade their
membership instead of canceling their membership. So many downgrades
did you have? That is a great number to tell you how well you're doing in
keeping people from quitting your membership program.

The next number you need to know in particular it pertains to your
marketing because | want you to utilize this number to inform you on how
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much you can spend to get a member. So here's the number, here's the
question that is this, how much can you spend to get a new number? This
number again, that dollar number will dictate how much you're willing to
spend on market and again, don't be a miser when it comes to your
marketing. | don't want you to miserly market your way through
membership. That's a mouthful with those three M's. | don't want you to
miserly market your way through your membership business.

| want you to know how much can you spend, | want you to be willing, |
want you to be graciously willing to spend that amount to get a new
member. As a matter of fact, the higher or the more that you're willing to
spend to get a member, the better you will be when it comes to your
membership business. Here's why. It will keep your competitors away.
When your competitors are spending low amounts to be able to get a
member and they're constantly having to spend, spend, spend to get those
members, | want you to be willing to spend more because if you're willing to
spend more, you'll be able to get more members with that. It will keep your
competition away. It will let them know that, "Man, | can't compete with
what they're doing. | can't compete with those marketing materials," and
ultimately, you'll position your membership business in a better light.

The next number | want you to know is the lifetime value of a member, the
lifetime value. What is the average lifetime value of a member? So
somebody who comes through your membership program and they are
with you, what is the total lifetime value? What is the profit that you receive
off of them? What is the total lifetime value of those members? That
number would then be able to tell you other things that you will be able to
do ... We're picking apart here with some other numbers but | want you to
know the total lifetime value and | want you to continually try to increase
that lifetime value year over year.

So as you look at your membership business and you evaluate it every
month and you're looking at the lifetime value of the membership of a
member, | want you to do incremental changes every month so that you
can push that average lifetime value further and further up and increase it
more and more and you'll be able to do that through the retention system.
So the longer you keep a member, the higher the lifetime value will be and
that will also tell you this next number, how much can you spend to keep a
member.
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You see, once you know the lifetime value of a member then you'll be able
to say, "This is how much | am willing to spend every month to keep a
member." So that if the lifetime value of a member is $1000 and that
average lifetime value is over 10 months, just using round numbers here,
you ought to be willing to say I'm getting $100 every month from that
member. | am willing to spend X amount of dollars to keep that member.
Now immediately, you're going to ask me, "Well, Scott. Just go ahead and
tell me the secret as to how much can | spend to keep a member."

Well, here it is. Here's the secret. Are you ready? Spend as much as you
can. Spend as much as you can to keep that member. Now, | want you to
be a profitable business and you've got to look at your margins and you've
got to look at your expenses and your staff and your marketing materials
and so forth but | want you to factor into your budget how much are you
willing to spend to keep a member. Then | want you to know what's the
average lifespan of a member. So if you know the, really, if you know the
lifetime value of a member, you also know the average lifespan of your
member.

Going back to our example. You've got $1000 is the lifetime value and
you're getting $100 per month from every member well then you know that
lifespan is 10 months. In the same way, | want you to approach it from the
reverse and say, "Well, our average lifespan of a member is X and we are
getting Y as in return for their membership fees. Then the average lifetime
value of a member is Z." So | want you to know how long are your
members staying with you and | want you to work on the retention system
and keeping those members even longer.

So if the average lifespan of a member is 10 months, then | want you to
begin working around the month nine and ideally month eight to move them
further beyond the 10 months, the 10th month. So | want you to know the
average lifespan of a member. Then | also want you to know what your
retention is. | want you to know how many members are you keeping on
average and what is that retention rate. Are you keeping people into the
third month or is there a key drop off point there at that third month like we
talked about previously? Is there another key drop off point somewhere
else along the way? | want you to know your retention rate. Now, I'm not
going to spend a whole lot of time unpacking this because | dedicated a
whole module on the retention system so go back and review that. But |
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want you to know your retention rate and | want you to constantly go to
work on it.

Next, what is your conversion rate from a trial membership to a paid
membership? What is your conversion rate from a trial membership to a
paid membership? So those of you who are doing the free trial and you're
utilizing that pricing strategy that we talked about, | want you to know how
many members are converting from a trial membership to a paid
membership. You see, it feels really good when you get 100 people in that
free trial and then it feels really bad to find out that 90 of them quit. | mean,
it's almost like, well, "Should we really be doing that free trial?"

Well, there's a number of factors that can be at play in that for that many
people quitting, obviously. Look at your assimilation system is one of those.
But | want you to know how many people are converting from a trial
membership to a paid membership and hopefully you're doing enough
things right in your business that you're getting more than 10 out 100. Now,
another key factor that is at play in this trial membership and looking at trial
membership converting to a paid membership, here's an advance tactic
that you might want to utilize. It could be the target that you're marketing to.

So let's say you have a marketing piece and you send it out and you get
100 people in that free trial membership. They convert 10 out of 100
convert to a paid membership. Then let's say you take that same marketing
piece and send it to another group, a different audience and you get 100
trial memberships out of that. Then out of that marketing piece, you had 50
of them convert to a paid membership. Well, that right there will tell you it's
not the marketing piece that was the problem, it was the target audience,
your market that you promoted your membership business to, that was the
issue.

So | want you to look at the sources or the markets. When we talk about
the marketing system, the message market media match, | want you to
look at that market and say, "Well, that market is a bad market. Let's not
send to those people ever again. Let's not market our membership to those
people. Let's market our membership to these people." So | want you to
know the conversion rate from trial membership to a paid membership.

Then lastly, | want you to track your overall marketing effectiveness. |
mentioned this a little bit here. But | want you to know how many members
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you are getting from every marketing piece that you send out, from every
email, from every postcard, from every piece of direct mail, from every
phone call, | want you to know how many people are you getting from every
marketing piece or every marketing tool that you're utilizing. Here's why. |
want you to know your numbers. When you know your numbers, when you
know all of these key indicators, when you're looking at these numbers and
you're looking at it on a dashboard every week, you're being a good leader
of your membership business.

You're knowing and going to be able to see problems before they become
a disaster in your membership business. You're going to be able to watch
the ebb and flow and be able to see when the seasons of your membership
are growing and when there's time to plant seed so that you can harvest
more and more members. So know your numbers, go to work on it. Take
some time right now and pull those numbers and build a weekly report so
that you're seeing the numbers that you need to see every week after week
after week.
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