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1. Give short answers to the following questions: 

I. Who are unprofitable customers?

    Quite simply, unprofitable customers consume more resources than they pay for. They divert attention from a company’s profitable customers, and they create tension between the sales team, who is looking to generate revenue, and management, who is keeping an eye on profitability.

II. What is customer data base and how does it help organizations in improving
their customer services?

     Customer data base is what a firm uses to record all of their present and potential customers. Because the database stores information like personal details, buying habits, last interaction with the firm etc this helps improve on their customer services as the information collected on the databases helps the firm to understand the customers buying pattern which is used to design better products and decide on prices(as customers like to get cheaper products) and also their ability to personalize service to the customers.

III. Who are profitable customers?

      Profitable customers are clients for whom the resources utilized to acquire and maintain his or her business is exceeded by the profits earned from having that business
Also profitable customers can be defined as a person, household or company whose revenues over time exceed, by an acceptable amount, the company’s cost of attracting, selling and servicing that customer.

IV. Explain the term ‘serial complainers’.
     Serial complainers are people who complain continually to the same company. Frequently they have been offered some redress but they keep on spending an amount of time on complaints. They phone the company, send emails and never give up often on trivial matters.

V. Why organizations group their customers in different segments?

     Grouping customers into different segments is a good foundation for winning and keeping profitable customers. Customers are grouped according to their needs which helps organizations understand what your customers really want and what you offer them.
      Organizations are able to identify the most and least profitable customers by grouping them in different segments. This enables them to focus their marketing on the customers who will be more likely to buy products or services. Grouping customers in different segments will help organizations build loyal relationships with customers by developing and offering them the products and services they want.

2. Discuss the main attributes of unprofitable customers.
 
   a. Mostly buy products on sale, these customers have low total purchase but high percentage on sales/discounts.
  b. They have a high return rate on purchased goods. When something is returned to the company, the original revenue is also returned to the customer. Most of the returned products cannot be sold at a regular price either so if all the above have occurred the total service cost has increased as well.
  c. Have a tendency of being serial complaints. If allowed, they can keep the company occupied with trivial issues.
 d. They are a drain on company resources as the time spent on them does not match the profit returns to the company.
   

3. Discuss in details the different strategies for converting unprofitable customers into
profitable customers

    The unprofitable customer is a major concern. Every call into the call center (or other type of interaction) costs companies money. Some companies say each call center call costs in excess of three dollars. The dollars add up quickly. If the profit generated by the customer does not outpace how much it costs to interact with that customer, or if such customers only purchase when motivated by deep discounts, something needs to be done.
    How do you move this type of customer up the value chain? Participants at a workshop agreed that if you take a deeper dive into understanding what kind of experience your customer wants and needs from you, you can add services or other special touches that will make the whole experience invaluable. If you can get that right, all agreed, the customer will be, if not completely immune to price, at least not in a mood to comparison shop.
     A change in marketing promotion strategy is required to change the unprofitable to profitable. Bundled selling is one of the wise skills. Buy one and get one free is a better promotion strategy than discount. When companies change their promotion method, unprofitable customers will change their purchase behavior or they may adapt themselves to the new policy and become profitable customers
    Another strategy is allowing customers to use a self service system i.e unprofitable customer’s switch to low cost channels and become profitable customers.
A critical aspect of fostering profitable relationships with customers is managing their expectations: If customers have the information they need to navigate a complicated product or service situation, they will have fewer questions and less need to draw on the company’s valuable resources. Another way is to renegotiate the company’s position with unprofitable customers .Renegotiation is an outgrowth of the reassessment and education processes and is especially attractive in markets where the company can offer different pricing and service strategies for various subsets of customers without affecting its relationships with other customers.
Companies often get so wrapped up in the day-to-day activities of business they somehow lose sight of their own value, seeing themselves as no more than a commodity. Exiting the commodity trap means adding value in the form of services or additions that boost your offering from product to savior. It is not always possible to be a life-saver, marital or otherwise, but by understanding exactly where your customers are coming from, you have a much better chance of filling in the gaps and increasing value to them. And if you can do that, they will increase their value to your organization.
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