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1. Introduction

To sell products to customers, it is essential to build a theory behind
selling. Without this, success in sales will be difficult.

In this document, we will introduce the "sales formula" often
discussed in marketing to help you understand the basics of selling.
Even if you're not good with numbers, this guide will help you grasp
the logic behind selling to customers.

2. Purpose of Marketing

The goal of marketing is to create products, sell them, maximize
customer satisfaction, and manage resources and risks while
increasing sales.

In this guide, we will focus on the "selling" aspect of marketing using
three key elements of the sales formula. Please note that this is an
introductory guide for beginners, so we will only cover the basics.

3. What Makes Up Sales?

Sales are comprised of the following three elements:

- Prospective Customers: People who are likely to buy in the future.
The key is how many people interested in the product you can gather.

- Conversion Rate (CVR): The percentage of prospective customers
who make a purchase.



- Customer Lifetime Value (LTV): The total amount a customer
spends over time. If purchases are repeated, the LTV increases.

4.The Sales Formula

Sales = Prospective Customers x CVR x LTV

Let’s consider a practical example of a bento (lunch box) shop near a
train station.

Each day, about 25,000 people walk past the shop. A portion of them
may stop by and buy a bento.

Step 1: Estimating the Number of Daily Customers

Assume 1% of passersby (1 out of 100) enter the shop and purchase
a bento.

This is the Conversion Rate (CVR).

25,000 x 0.01 = 250 customers/day

Step 2: Estimating the Average Spend per Customer (LTV)
Each customer buys a bento for 560 yen and a side dish for 280 yen.
560 + 280 = 840 yen/customer (LTV)

Step 3: Calculating Daily Sales

250 x 840 = 210,000 yen/day

So, the daily sales for the bento shop are approximately 210,000 yen.
Note: Revenue minus costs (labor, ingredients, etc.) equals profit.

5. How to Increase Sales

Recall the formula: Sales = Prospective Customers x CVR x LTV



Let’s break this down and explore strategies for each element.

1. Increasing Prospective Customers:
- Distribute eye-catching flyers in front of the station.
- Set up banners at the storefront to grab attention.

2. Improving CVR (Conversion Rate):
- Hand out coupons along with flyers.
- Offer a “500 yen per bento” limited-time campaign.
- Run a “buy 2 side dishes for a discount” promotion.

3. Boosting LTV (Customer Lifetime Value):

- Offer an evening “Buy 2 bentos, get a discount” time slot.

- Encourage regular purchases through subscription plans with lower
prices.

6. Summary and Final Thoughts

Sales are composed of:

- Prospective Customers

- Conversion Rate (CVR)

- Customer Lifetime Value (LTV)

By analyzing and adjusting each of these elements, you can better
understand how to increase sales.

Try breaking down the sales process into these elements and
develop your own strategy for selling. By experimenting with numbers
and observing the results, you'll gain a practical understanding of how
the sales formula works.

Thank you for reading.
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