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Customer profitability – Should the holiday 

sale be made at any cost? 
 

I am often asked to explain the unique and varied 

business models used by companies and how they 

achieve profitability. 

 
The vice president of sales for Company XYZ asked how 

she could educate her sales team on this issue.  She said 

“they don’t get the relationship between their actions and 

the impact on corporate profitability.”  How can I help 

them understand that their job is more than just closing a 

deal? 

 

The sales people in many companies are often hired for 

personal characteristics that serve the sales function well 

– but don’t always have access to the individuals or 

information regarding finance, cost controls, or 

operational efficiencies.  To further exacerbate the 

situation, the companies often provide incentives and 

evaluate their performance on the basis of “getting the 

sale” and not on making a profitable sale.  

 

For this particular question, I solicited the input from an 

expert in the field, David Zahn of Clow Zahn Associates.  

David helps sales people better understand the Sales –

Finance/Operations dynamics. Here are David’s 

responses in context of profitability, product portfolios, 

discounting and customer service costs.   

 

Who is more profitable, Krispy Kreme or Tiffany’s? 

 

With regard to profitability, we must first understand the 

company’s basic business model.  In a retailer like 

Tiffany’s, there is an emphasis on customer service, 

knowledgeable staff, and high-end items. The  company 

does not expect to sell many items, but what it does sell, 

it will do so at a high margin (sufficient enough to cover 

the additional costs of higher caliber labor or staff than 

competitors, more expensive store fixtures in best 

locations, and inventory that is more pricey than others).   

 

In a Krispy Kreme store, we expect high product turns, 

low margins on each unit sold, and sparse, but functional 

“plant” or store layouts.  As a salesperson, it is essential 

that this understanding be internalized through 

observation and experience, or through the study of 

annual report data. 

 

Will a lower price motivate a customer to buy more 

potato chips? 

 

Discounting or incentives offered by salespeople to 

“close a deal” need to be aligned with BOTH the 

strategies of the supplier and the customer.  While it is a 

fairly common practice to offer discounts “off-invoice” 

to motivate a customer to make a purchase in the short-

term, does the salesperson track the impact of the “cost” 

of that discount on current and future sales?  

 

When companies keep profit info “close to the vest” 

salespeople lack the necessary information to maximize 

profitability.  A common problem occurs when 

customers ask the salesperson to “fill out the truck” with 

additional items in order to save on freight costs. If the 

salesperson has no idea which product actually drives the 

most profit (the most expensive items may not have 

largest margin or profit) an incorrect decision may be 

made. 

 

The true costs to serve a customer must be clear 

 
Lastly, we must understand the true cost to serve a 

customer or customer segment.  This information is often 

distorted when overhead costs (shipping or distribution, 

general administrative costs, customer support, etc.) are 

assigned to either accounts or regions of a supplier using 

some pre-determined formula based on the size of 

account or territory or the number of accounts or 

territories.  

 

These methods neglect to include the “true” costs of 

servicing an individual customer. Will Customer A. who 

orders in bulk with fewer deliveries have lower servicing 

costs than Customer B. who orders the same amount of 

product, but in more frequent deliveries of smaller order 

sizes?  Is one customer more “difficult” to deal with, 

causing more administrative or customer support 

resources to meet their needs and, therefore, increase the 

costs of servicing them?  To maximize a company’s 

profitability these differences must be understood. 

 

Summary 

 

To remain competitive and maintain the edge over 

others, a salesperson must bring both the personal 

dynamism classically associated with that job and the 

business acumen of how their actions impact the 

operations and financial results.  Gone are the days 

where “just get the sale, and leave the rest to us in 

headquarters.”  In contemporary business, failure to 

connect the dots within the business as a whole is a 

recipe for disaster. 
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