Customer Value Pyramid Assignment.   This is an individual project.  

The article deals with the value of customers, which reflects the cost of serving each customer balanced against the profit they contribute.  

The managerial task is to:

· identify which are your most valued customers and keep them; 

· which are the least valued customers and slowly dump them; 

· and which are the mediocre customers and see if you can increase their profitability to your company. 

Download the customer pyramid Excel database linked below.  The database has several worksheets.

Based on the ideas in the customer value pyramid article, please manipulate the data to identify the best customers.  How do you do that?

Well, the best way would be to sort the database to learn who the ten best and worst customers are across the board and in each product category.   Calculate the profitability of each customer (you know revenue minus costs).

So:

· Sort them by profitability.

· Sort them by sales in each product category (Fleer, Mikhail, Ordnase)

· Sort them by the cost of servicing them

· Sort them by the cost of their returns.

Part One: Please answer the questions – Use the ‘Database’ worksheet in the Excel spreadsheet.

1. Can you detect any relationship between the length of the relationship and profitability?

2. Once you have identified the top 10 and bottom 10 customers, who are the bottom guys and what should we do with them?

3. Which of the SIC codes seems to give us the best profitability?  Is there any pattern that you can see?

4. The cost of goods sold reflects the underlying costs of each product (look at the formula).  For the marginal customers, which products should we try to promote to increase their profitability?

Part Two: Please answer these questions.  Use the ‘Commission’ worksheet in the Excel spreadsheet.

1. Can you detect any relationship between the length service with the company and sales success?

2. Using the commission rates at the top of the worksheet, calculate each salesperson’s commission for each product.

3. Calculate the total commission for each salesperson.

4. Is there a relationship between the length of service and commission?

