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Is Your Customer Base at Risk?

You need to protect your existing business in tough times.

N by Ed Emde

A CHAILENGING ECONCMIC
climate, you may find that
prospective customers are
strongly focused on downsizing and
cost cutting rather than on expanding
their business or acquiring the latest
new product features. Companies that
may have been in growth mode last
year are putting projects on hold,
reducing capital budgets, and paying
renewed attention to cash management.
In the face of retrenchment, it is in-
creasingly costly and time consuming
to develop new business. Now, more
than ever, it makes sense to keep your
existing customers close and invest in
expanding business with companies
that are already buying from you. But
how long has it been since you took a
serious look at the loyalty of your cur-
rent customers—to your sales reps,
your solutions, and your company?
Have you earned that loyalty by con-
sistently focusing on how to deliver
value with each meeting? Have you
checked in on how they feel you have
serviced their needs? Or have you
been taking their business for granted?
If you aren’t sure of the answers to
these questions, your business may be
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at risk. In challenging economic times,
your key customers are more vulnera-
ble to lower-priced offers and discounting.

Regardless of how long you've done
business together, you need to under-
stand and protect your relationship with
your best customers—the ones on whom
you count to meet your goals for a sta-
ble stream of revenue and a healthy
balance sheet for your company.
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What can yyou do to protect your base
from price cutters, and expand your
business, even in these havd times?

First, reassess your relationship with
each of your major accounts and deter-
mine how likely they are to consider
changing suppliers in the near future.
Then develop strategies to shore up your
defenses and reduce the risk of losing
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customers to predatory competitors.

What Are They Buying and Why?
To better understand the relation-
ship with your key customers, answer

these six true-or-false questions:

1. Our products/services are critical
to how the customer does business.

2. Our products/services are inter-
connected with the customer’s busi-
ness processes or procedures.

3. The customer has invested in assets
(equipment/ products) we provide.

4. Price has not historically been a
primary concern in this relationship.

5. Execution of delivery, restocking,
and other aspects of how we do busi-
ness are important, but not primary,
reasons to buy from us.

6. The customer sees great value in
unigue benefits we provide (consulting,
sharing information about technology
direction, access to spedal services).

If you answered frue to these ques-
tions about key customers, you are for-
tunate in having strong relationships
with customers who will experience
high switching costs if they change to
another supplier. Switching costs
include tangible costs (such as dollars,
people, equipment, and procedures)
and less tangible costs (potential busi-
ness disruphion, increased personal
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risk to decision makers, or the loss of “added
value” benefits the company receives from
its current supplier).

Customers facing high switching costs are
less likely to change suppliers lightly. Still,
even they may feel forced to make that choice
if they are downsizing or under strong pres-
sure to cut back on capital investments and
find lower-cost, long-term solutions.

If you have key customers for whom the
answers were false, you have business that is
at higher immediate risk. If your customers
see themselves as buying a commodity that
18 not highly critical to their business, they
likely care most about factors that are easy to
duplicate, such as price, delivery, and prod-
uct spedfications. They find it easy to change
suppliers because their switching costs are
low. They'll experience few disruptions, and
are not concerned about having to make
new long-term investments or about losing
highly valued benefits only available
through your company.

Ways to Protect Your Base
You can protect against ero-
sion of your existing relation-
ships, and even expand your
share of business, by focusing
on how you can increase
switching costs and reduce the
probability of engaging in
unprofitable price wars just to
keep your current customers.
» Look at how custowmers use
your product or service offer-

tomer’s current business issues and concerns.
Ask how you can provide additional value
and benetits that will help the customer suc-
ceed. Consider the expertise of your sales
reps. Since they are the first line of customer
contact, can they serve as business partners
in solving problems and advancing the cus-
tomer’s goals? Developing innovative ways
to impact business results will differentiate
you and your product or service, and will
areate unexpected value to the customer.
Perhaps your company can offer financial
arrangements that will provide a solution to
a cash-flow problem. You might be able to
improve how you are delivermg products or
services to help your customers gain com-
petitive advantage in their own markets.

Most sales reps spend more time prepar-
mg for calls with new customers than with
existing customers. They believe they “know
their customers” and that they have already
won their loyalty. In fact, rapidly changing
conditions are affecting your
existing base just as strongly as
they are affecting prospective
customers. Maintaining a keen
awareness of your customers’
issues and concerns and taking
steps to strengthen your rela-
tionships can make the differ-
J| ence between falling behind
and continuing to thrive.

| Keep Relationships Strong
Assess your relationship-
building capabilities. Do your

ing. If customers view your offering as a
commodity, consider how they buy it, use it,
and dispose of it or re-order at the end the
usage cycle. Can you hink to the customer’s
ordering and pu_rchasing procedures? Can
you offer innovative solutions for replacing
or recycling? Such links can be developed
with any customer, whether their current
switching costs are higher or lower.

» Make sure you are performing at the
highest Ievel to meet customer vequivements.
Consider not only whether your customers
have invested in dollars, equipment, and
procedures, but also what other sources of
value you are providing. If they care about
delivery, conformity to specifications, and
quality, is your company aligned with how
they need and want to buy? Make sure your
compary is performing in all areas to the
highest standards. Identify ways to enhance
and improve performance on critical factors.

» Make sure the customer is aware of your
value. Don't assume the customer under-
stands the extent to which your company is
meeting and surpassing their requirements
with every interaction or order. Arrange a
meeting with customer executives to pro-
vide an update on what you are doing to
help them meet their business requirements.

» Look for new ways to address the cus-
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sa]esPe()p]e leverage personal and company
assets to safeguard customer relationships?

Every company is looking for an edge
that will open the doors to new business and
serve as a protection against erosion of mar-
ket share. Some are focused on renewed
attempts to differentiate a product offering,
some are talking about “building the brand,”
while others struggle to price-cut their way
to a better revenue stream and higher prof-
itability. These strategies can’t work for
every company—only one can truly be the
lowest-cost provider inits category, and few
can achieve sustainable differentiation.

On the other hand, strong and enduring
relationships are not dependent on product
features OtEers can duplicate or price cuts
that can hurt the seller’s bottom line. These
relationships offer a unique competitive
advantage by delivering real business value
deriving from the relationship itself rather
than from a product or a price. The ability of
a sales team to leverage interpersonal con-
nections and business alignment becomes
the key to maintaiming market share evenin
an unpredictable economic environment. $5E
Ed Ewmde is Executive VP of Wilsom Le.-zmmg responsible for

sales, marketing, and service shrategy n the Americas, Call
1-800-328-7937 or wistt wuwrowilsonlearning. com.

ACTION: Strengthen your customer velationships.
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