CUSTOMER
PRIORITIZATION

Are you fishing in a swimming pool?
Growing your top-line by prioritizing
the right customers
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Many companies generally fail to see the
forest for the trees, but the growth potential

is often right in front of them. We get stuck in
old habits and we just do things as we always
have, e.g. most people have had the same
morning routines for ages; the same goes for
companies and their customers. If we do what
we always have, we will get the same

result.

Salespeople tend to focus on the customers
they already know and therefore companies
often do not focus on customers that are most
attractive. With clear customer prioritization,
companies will get a better understanding
that can answer the following simple
guestions:

«  Where do we get the most value for
money in our customer and prospect
database?

-« How can we make optimal use of our
sales force in order to spend sufficient
time with customers and prospects with
the largest potential?

A senior sales representative at a global
manufacturing company once told me, that
he had more than eight hundred dealers he
had to visit and that they were all equally
important. During our conversation, he told
me it was extremely hard to reach his target.
He was talking about a reduced territory and
fewer customers. Furthermore, he had not
visited a single prospect for a decade. | was
surprised by his story and asked him how he
prioritized his customers. | do not disagree
that customers are equally important, but
there is not time to serve all equally. So, is
there a workaround?

Of course, but let us understand why first.
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The objective of prioritization is to
ensure that efforts are centered

around high potentialcustomers
and prospects.

STEP BY STEP

0 RANKING AND CLASSIFYING CUSTOMERS

o Identifying all potential customers
First, identify all potential custormers and prospects in
your territory, i.e. all you can possibly sell to.

o Identifying relevant segments

Second, identify all relevant segments in your
territory, i.e. segments where your products
are sold andfor used.

e Evalualing and priorilizing customers

Finally, evaluate all your customers and prospects
and prioritize them based on historical sales and
sales potential.
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e CUSTOMER PRIORITIZATION FRAMEWORK

The framework contains two axis; existing sales and sales potential. Existing sales measures
the attractiveness of all customers based on historical sales with your company. This means
existing customers with large historical sales are prioritized. Sales potential measures the
attractiveness of all customers in the market based on their sales potential to your company.
This means customers with the largest sales potential are being prioritized.

A
Defend Develop

@® Customers should be ranked based on
their total sales potential as well as the
current relationship

@® Companies should focus their efforts

around the largest customers in order

to maximize the return of the efforts

applied

Ad hOC prOSpeCt @® Customer pno_nttzatlon should be
tested and validated by local
salespeople

>

Existing sales

Sales polential

o Identifying all Defend customers

Prioritize customers where your company has a high share-of-wallet and needs to
protect its existing position.

o Identifying all Develop customers

Prioritize customers, with whom your company is well positioned but still have a
significant share-of-wallet potential.

o Identifying all Prospect accounts

Prioritize accounts, who have not had any significant sales relation with your
company historically or are served by competitors

o Identifying all Ad hoc customers

Un-prioritize customers or neighbor business with your company, who are small
customers or prospects with limited current sales potential.
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A STORY FROM THE REAL WORLD

GO FOR GROWTH

A global market leader in the industrial manufacturing industry was facing years of recession
and cost-cutting programs. A new sales-focused CEO was appointed to increase the top-line.
The board gave top management a clear objective: Go for growth. A commercial excellence team
was established, a new CRM system was selected and lots of investments in the front-end was
made. A commercial diagnosis was made, and their main objective was to focus on customer
opportunities, i.e. how the company would benefit from focusing sales efforts around high
potential customers and prospects.

A commercial excellence program was established, and the project included 40+ markets and
should be rolled out in close collaboration with the local markets. The company decided to start
with prioritizing its customers as it required relatively little effort and the upside was large. The main
elements in the first wave included:

Shifting from a territory-focus approach to a customer-focus approach

« Shifting from ad-hoc planning to active planning (rolling three weeks)

- Shifting from few or no prospects to 20 percent prospects of the portfolio
« Shifting from no visit targets to realistic visit target

« Shifting from dual customer ownership to single customer ownership

- Shifting from the ‘all customers are equally important’ approach to prioritizing
customers and prospects based on their highest sales potential.

The approach was a combination of top-down and bottom-up.
Data analysis combined with local knowledge was the recipe for
success. The local salespeople were highly engaged in choosing
the customers and prospects they wanted to work with going
forward, as well as validating new potential prospects and
setting realistic visit targets. The methods used were local kick-
offs, ridealongs, and finally one to one meetings. The focus was
always on the salespeople and how they could work smarter, not
necessarily harder.

The company had an overall single-digit growth the
year after the program, some markets had double-digit
growth. Other effects of the program were increased
time spent with prospects from zero to 20 percent,
increased sales to both existing customer and prospects
with a double-digit factor, and increased share-of-wallet
with existing customers.
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A STORY FROM THE REAL WORLD

PITFALLS TO AVOID

- Avoid having a moving target, i.e. changing your customer lists too often or even
not following them. Your customer list is supposed to be your compass, at least
for a while.

- Utilizing only the top-down approach will not and will never fly. Always involve
the salespeople. Many of them have extended knowledge about their market and
industry.

LIKE A CHAMPION

« Involvement. Always involve the salespeople and their superiors in this exercise.
They must own it and live with it. With no ownership in the process, it will most
likely fail.

« Set visit targets. Otherwise, it is hard to measure success.

- Update your customer lists regularly. Avoid having customers lists carved in
stone. Salespeople are flexible by nature and should be able to adjust their list.

« Spend time with prospects today because they could become your best
customer in the future and you never know when your competitors make
mistakes.

« Always keep the 80-20 principle in mind. 20 percent of your customers normally
account for 80 percent of your sales; hence you should spend more time with the
20 percent.

THE LAST WORDS

You will not catch any fish in a swimming pool. If you do not prioritize your
customers properly, the likelihood of losing market share is impending. Customers
and prospects should be selected based on historical sales and untapped sales
potential. Try not to overcomplicate this as it is not rocket science, really. If you do
not have a fancy CRM system, you can always use a good old spreadsheet. Just
remember to measure, otherwise you risk getting back to square one again.
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If you want to learn more and see

some examples of how to do a
proper customer prioritization in
practice, feel free to reach out to us
at Hanei Consulting Group.

ABOUT US

We are a team of independent professionals from diverse backgrounds who want to make
consulting simple. We have extensive experience from strategy- and technology consulting
firms, start-ups, and corporations, where we have solved problems in 50+ countries — from
start-ups to Fortune 500 companies. We are the architects of your growth.
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