Your Customer Grading Matrix

There is no such thing as the wrong price there are only wrong clients. Reed Holden of Holden
Advisors the globally renowned Business to Business Pricing expert summed it up when he said

“The price isn’t wrong the client is”

This concept was backed up by the King of Professional Service Firm Pricing Ron Baker when he
created “Bakers Law”. Bakers Law states

“Bad customers drive out Good customers”

Do you have bad customers driving out our good customers? Take a look at our Customer Grading

Classification Matrix and take stock of who you really have on board.
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FIRM INDICATORS

Fee Scale
* How much do you bill them?
@They pay high fees that are important for
cashflows
e They pay fair fees for the work that is done for
them
o They pay low fees that are easily replaceable

Cashflow Categorisation
* What is their track record as debtors?
@ Never debtors pay monthly by direct debit
eThey pay but need a little encouragement on
the way
o Getting paid is hard and sometimes they
don't

Recoverability
* What is your recovery on these customers?
@ They are highly profitable customers
e They get billed for the work done and the firm
breaks even
oThey are consistent loss makers and the firm
does not recover the time

OVERALL DRIVERS

Likability
* Do you and your team like working with these
people?

@We truly enjoy working with them and are
energised after every contact and connection.
There is a relationship of trust and mutual
respect.

@ They are not difficult people to deal with. They
have reasonable expectations and are not
problematic. Decent honest people.

0 They sap the life out of us and we dread every
interaction with them. Sometimes it is hard to
believe what they tell us, and working with them
can be very frustrating
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The Ideal Customer Avatar
e Does the Customer match the Avatar of the Ideal

Customer you are trying to attract?

@ The customers works in a niche that we are
targeting and already operate and manage their
finances in a way that matches how we train our
customers and they have a positive and
progressive mindset.

@ Although this is not a niche that we are targeting,
customers in this industry sector are often good
steady customers and although their systems
and approach are not exactly as we would like we
can work with them. They are never going to take
over the world but they are open to ideas.

0 The customer is an industry sector that we have
decided is not one that we want to work with,
and their current operational and financial
management system is not ideal. They have a
negative mindset and are closed to progress
and other ideas.

CUSTOMER INDICATORS

Service Affordability
* What is their economic situation?

@ They are a highly profitable business that
generates enough income to pay themselves
handsomely and have still have ample profits
in the business

eThey are a stable business and they earn a
living by working hard and watching the costs

o They struggle financially all the time and never
have cash for anything

Value Perception
* Do these customers see you as a trusted advisor
or just another business expense?
@ They truly value our advice and listen to us. We
can do our best work with them.
eThey take on board what we say but they do
not hang on every word. They expect good
quality service.
0 They don't care. We are just an overhead and a
necessary evil. Any accountant would do.

Future Potential
e What business impact are they going to have?Are
they a high potential growth business or are they
on the decline?
@These people are going places and attract
others who are going places too
eThey are an average small to medium sized
business - steady
0 As a business they are not going anywhere
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If Your Firm Were an Aeroplane

Customer Grading is critical because the
reality for most accountancy firms is that
they have a capacity issue. There are only
SO many customers you can support. If
you are supporting too many non-ideal
customers your ideal customers are

suffering.
The airlines worked thisoutalongtime ago.
What if your firm was like an aeroplane? PROFESSION AVERAGES: 5% - 1%
1.
Classify your customers. Identify the 7
revenues generated by each category and 3
consider the resources and energy you

devote to each category.

PREMIUM COACH

. PROFESSION AVERAGES: 30% - 50%
Where are you putting your focus and —

what would happen if you changed that
focus away from non-ideal customers and
invested it in your First Class and Business
Class customers.

“There is no victory at bargain
basement prices ”
- Dwight D Eisenhower
(34th US President)

1. Input Your Client Percentages - Per Client Category
2. Input Your Revenues - Per Client Category
3. Input Your Resources & Energy - Per Client Category





