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Abstract 
In this master thesis project the possibilities to introduce service model differentiation at 
Plantronics EMEA are investigated. The project is executed from the operational department 
of Plantronics EMEA in Hoofddorp, The Netherlands. The objective of the research is to 
enable Plantronics EMEA to change the way of dealing with specific customer groups and 
ensure that resources and cost are applied correctly in relation to customer value. In order to 
realize the objective, distinct service concepts are introduced, which can be applied to the pre-
specified customer segments. A model is developed to measure the value customers have to 
Plantronics and handover concrete steps concerning the implementation of the service model 
differentiation concept.  
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Management Summary 

Introduction 

This master thesis project has been executed at the operations department at Plantronics, a 
large player on the international market of mobile headsets. The project was the final report of 
the master Operations, Management and Logistics, supervised by the Eindhoven University of 
Technology. At present, Plantronics has no clear insight into the contribution of their business 
partners to the company. The lack of information, with respect to the allocation of cost and 
resources at the operations department, urged management to acquire better understanding in 
the cost to serve their business partners.  

Problem definition& objectives 

The value of most companies is determined by the value of its customers, which is the sum of 
the separate values of its clients (Baxter and Collings, 2005). Within the customer base of 
Plantronics EMEA, no clear or universal distinctions are made with respect to the service 
delivered to customers, whether they are of more or less importance. Nevertheless, the 
management of Plantronics EMEA is well aware of the fact that, when considering services; 
one size does not fit all. The relative costs of running business differ by aspects like customer 
type, their behaviour, region, product range, services provided and discounts given. To be 
able to serve customers proportional to their value they have to the company, insight in their 
relative importance has to be provided. This is the starting point for the research at 
Plantronics EMEA and the following problem definition and objective are drawn up: 
 
Can we differentiate the services we provide, based on the relative value and strategic 

importance of our customers? How should we organise this differentiation and how can we 

ensure that we invest resources and apply cost correctly in relation to the customer value? 
 
The objective of the research is to provide concrete high level recommendations to the 

management of Plantronics EMEA on how they should change the way in dealing with 

specific groups of customers to ensure that resources and cost are applied correctly in 

relation to the customer value 
 
The first side of the objective is to define customer value. The second and most important 
objective is to get insight in the cost-to-serve (CTS) specific business partners for Plantronics.  

Research questions 

From the objective of the research, four central questions are derived at the start of the 
research. Here the revised research questions are shown in Table 1:  
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Table 1 Revised research questions 

RESEARCH QUESTIONS

What is the definition of customer value (CV)?

In what metrics can CV be expressed to be meaningful to Plantronics?

What are the goals of measuring CV?

Which method can be used to analyse customers financial and non-financial values?

Is the data, needed to execute the analyses, available in current databases or is new data needed? 

2.

What are the differences between business partners and which distinctions should be made?

3.

What are potential strategies to implement new service models?

What are the advantages and/or implications of implementing the proposed models or possibilities? 

4.

2.1

2.2

1.5

What are the different types of services or service models that Plantronics could use in order to serve 

each customer group?

What are the issues around implementation of Service Model Differentiation?

1.1

1.2

1.3

3.1
What are the potential implementation steps or actions for Plantronics and what are their benefits, 

expressed in (non-)financial terms?

3.2

3.3

What conclusions and recommendations can be drawn?

Q

1.
What are relevant aspects for the determination of relative value and strategic importance of the 

business partners of Plantronics?

1.4

Can service differentiation take place?
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Customer value 

Customer value can be described as being the value of the relationship between a company 
and a customer. For this project, the definitions of current and potential value of the business 
partners of Plantronics are defined as follows:  
 
Current value is the sum of all positive and negative cash flows, calculated over a specific 

time period up to the present, consisting of all direct incomes for Plantronics and the cost 

associated with the services delivered and the rebates given to a specific customer. 

 
Potential value is considered as being the expected profits, both in a financial as non-

financial way, which can be obtained from a certain customer. This potential for Plantronics 

is built up out of network value, brand value and financial potential.  

 
The strategic and operational goals to Plantronics, involved with the measurement of CV, are 
illustrated in Table 2.  
 
 
 
 
 
Table 2 Strategic and Operational goals CV measurement 

Customer segmentation 

Business partners can be divided into different 
groups and a customized version of the 
customer pyramid will be used as proposed by 
Zeithaml et al (2001). The customized pyramid 
with the accompanying data as showed in 
Figure 1 is obtained after the application of the 
threshold criteria for Plantronics.  This ABC 
classification is used in the remainder of the 
project.  

Figure 1 Customized pyramid Plantronics with data active customers FY09 

Cost-to-serve analysis: current value & potential value 

The current value analysis gives 
insight in the cost to serve the 
business partners of Plantronics. 
The analysis that there are clear 
differences between business 
partners and the cost-to-serve 
them, which are mainly caused by 
characteristics like: sales region, 
product mix, individual character 
and differences in size of the 
partner. Only including current 
value in the business partner 
segmentation would lead to sub-
optimal strategies. Therefore, a 
partners network value, brand 

value and financial potential is also 
taken into account with the 
application of service concepts later on. Figure 2 show the profitability or Stobachoff curve 
for Plantronics of FY09. 

Strategic goals Operational goals

Managing revenues Managing cost and revenues

Managing risk Managing service concepts

Strategic positioning Time management

Figure 2 Profitability curve Plantronics FY09 
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Design of the service concepts 

Now the insight in differences between partners is gained, different service concepts need to 
be developed in order to serve the originated segments. The three customer types (A, B and 
C) serve as the base for the development of three new service concepts and can be applied to 
all segments. These three concepts are developed with an eye on both the needs of the 
partners in the three target groups as well as on the value the groups have to Plantronics.  

Benefits of implementing Service Model Differentiation (SMD) 

- Cost reductions can be realized by focusing on avoidable costs in order to improve 
the supply chain. The released funds can be reinvested to enhance business 
development.  

- The detailed analysis that needs to be executed iteratively delivers Plantronics clear 
insight in the cost to serve its customer base.  

- Resources and cost can be allocated to the business partners that really deserve those 
efforts, not only based on the revenue they generated. Overall impact is that important 
customers will be served better. 

- In case of a possible stock out, important customers get priority. 
- Improved view on the impact of the product mix on profitability. 
- Enhanced quality and stability in the forecasting process to the factories.  
- Discounts can be (re)distributed appropriately. 
- Understanding the impact of commercial decisions better. Firstly, by knowing where 

and in who to invest and secondly, by monitoring the results of investments in 
marketing activities. 

- Reduction in complexity by having less customers. 
- Profitability will be improved 

Most important Conclusions & Recommendations 

With respect to the problem definition of the research, it can definitely be concluded that 
Plantronics can differentiate the services provided to her BP’s. The research proved that large 
differences based on current and potential value exist and that it makes sense to make a 
segmentation within the customer base. The proposed service concepts can be applied to the 
segments, which can be organized using the introduced segmentation matrices. The way in 
which Plantronics should organize the service model differentiation is proposed by handing 
over concrete implementation steps with the necessary tools to support the decision making 
process. This is done by releasing unnecessary resources and cost (divest) in order to invest 
them elsewhere in the company to stimulate growth, efficiency and business partner 
commitment. The first implementations have already been realized during the research in 
form of a decrease in shipment frequencies to once a week for B and C partners. Besides this, 
priority rules in case of stock outs have already been implemented in Oracle. Especially the 
results of the first implementation paid off immediately. It is important to start this type of 
project with several short term breakthroughs or quick wins in order to keep up the positive 
spirit inside the company. Important is that Plantronics must be aware of the fact that 
forward-looking statements involve risks and uncertainties that may cause actual results to 
differ from the expectations. Finally, additional effort is required to make the SMD 
sustainable. Otherwise, performance will eventually drop back to its old level. 
 
The following most important recommendations were made:  

- Continue the project in an iterative way and improve accuracy  
- Start immediately with the preparations to introduce digital ordering for the partners  
- Involve the logistical service provider, Rhenus, in the SMD project 
- Plantronics should immediately increase prices significantly of the C segments 

without potential value. If this results in disloyalty of partners from this category, it 
should be seen as a positive result. 

- Start with actively monitoring the effort put into BP’s by the people from sales. 
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Preface 
This report is the final report of my master thesis project, executed from the sub department 
Operations, Planning, Accounting and Control, and is the last phase of the master Operations 
Management & Logistics of the Eindhoven University of Technology. The project is carried 
out at Plantronics EMEA with their headquarters in Hoofddorp. The objective of the research 
is to get insight in the customer base of Plantronics and to provide the management of EMEA 
with high level recommendations on how they should change the way in dealing with their 
customers to ensure that resources are allocated correctly, relative to customer value. This 
report gives insight in the current situation and suggests concrete steps for the implementation 
of service model differentiation at Plantronics EMEA.  
 
It was my first experience to work in a large company like Plantronics that does business all 
over the globe. During the six months of the project I gained numerous new insights and 
knowledge on how a multinational operates. An aspect that pleased me was the multicultural 
composition of the workforce. It is also impressive to look back and see how much 
knowledge I gained on a subject with which I was unfamiliar before. I really believe that this 
project delivered valuable insights and information for Plantronics EMEA. I think that it is the 
starting point for Plantronics EMEA to manage businesses based on its core value, the value 
of its customers.  
 
In the first place, my special thanks go to Nico Dellaert, my first supervisor from the TU/e for 
his feedback and for keeping me on track during the project. The contact with my second 
supervisor from the TU/e, Jeroen Schepers, was less extensive, but I like to thank him for the 
valuable insights he supplied on moments that I nearly lost my way. I also would like to thank 
my supervisor from Plantronics EMEA, Paul van den Berg, who made this project possible. I 
don’t know how he was able to manage it, but he was always able to make space in his 
overfull agenda to provide me with input and sharp feedback on the project. I also would like 
to thank the people from the financial and the logistical department for answering all my 
questions and supplying me with the necessary data for the project.  
 
Last but not least I would like to thank my family, friends and Kim for their support during 
this project, but also for the pleasant years I spent in college.  
 
 
 
 
 
John van den Boomen 
Hoofddorp, July 2009 
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1 Introduction 
Operational activities inside Plantronics have always been treated as being a service and the 
company aimed at delivering the service each partner desired. Over the past years, operational 
cost ran up without Plantronics reacting on this ‘unnoticed’ phenomenon. Within the 
customer base of Plantronics EMEA, no clear or universal distinctions are made with respect 
to the services delivered. However, management is well aware of the fact that one size does 
not fit all. The entrance of the financial crisis at the end of 2008 generally changed the focus 
and cost reduction possibilities became a central issue inside a broad range of companies. The 
financial crisis has hit Plantronics as well and worldwide revenue is falling down. The senior 
Vice President of  Operations, Larry Wuerz, send a letter to all operational departments and 
vendors stating that a cost reduction on logistics of at least 15% needs to be realized. These 
occurrences also shifted the focus at the operational department of Plantronics EMEA to the 
introduction of cost reduction projects.  
 
This Service Model Differentiation (SMD) project is one of the projects that directly followed 
from the described shift in focus. The aim of the project is to investigate whether Plantronics 
can differentiate between the services they provide, based on the relative value and strategic 
importance of their customers. The differences turned out to be sufficiently large to explore 
the way in which Plantronics should organise this differentiation and how they can ensure that 
resources and cost are applied correctly in relation with the customer value. The objective of 
the research is to provide concrete high-level recommendations to the management of 
Plantronics EMEA on how they should change the way in dealing with specific groups of 
customers. 
 
The first step of the research is a detailed analysis on the concept of customer value. Potential 
strategic and operational goals of the measurement of the concept are investigated and the 
value business partners have to Plantronics is described. The gained information is the starting 
point for the analysis phase, which concerns the measurement of current and potential value 
of business partners to Plantronics. The analysis exposed the main differences between 
business partners, which are used to make a segmentation within the customer base. Finally, 
different service concepts are developed in order to be allocated to the distinct segments.  
 
The results of this thesis are rather pragmatic. The study aims at delivering concrete actions 
for the implementation of the SMD concept. A way to measure the current value of the 
business partners of Plantronics is developed in form of a cost-to-serve analysis. Not all data 
needed to determine the exact value customer was available in current databases. This is 
because of the fact that it is the first time all cost are mapped per customer inside Plantronics. 
The most effective approach for attaining accurate valuations of customer relationships is an 
iterative approach in which the cost-to-serve model is progressively implemented in the 
organization. This means that, with each cycle, the model is to be improved until the 
calculations are sufficiently accurate. Finally, “what-if” scenarios are developed to understand 
the impact of changing certain business dynamics. Besides the focus on cost reductions, 
opportunities for (re)investments are considered in order to stimulate growth and business 
partner commitment.  
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2 Project environment 
The master thesis project is executed inside the operations department of Plantronics EMEA 
(Europe, Middle East, Africa), part of the Plantronics company which operates al over de 
globe. This chapter introduces the company and gives more detailed information about the 
structure of Plantronics EMEA. The first paragraph contains the company description and is 
followed by a short description of the product categories, as stated by the company. The third 
paragraph outlines the EMEA structure more deeply, with a main focus on the operations 
department. Also the business partners of Plantronics and the sales department are considered. 
In the last paragraph of the chapter, the structure of the report is exposed. 

2.1 Plantronics 
Plantronics is a leading designer, manufacturer and marketer of lightweight communications 
headset products. The company offers mobile headsets to address the cordless and mobile 
phone market, next-generation computer audio headset products for computer applications 
and corded and cordless headsets and systems for the office, small office/home office and 
contact centres. The publicly held company is headquartered in Santa Cruz, California with 
offices in 19 countries, including facilities in Mexico, Tennessee, England and The 
Netherlands. Plantronics products are sold and supported through a worldwide network of 
partners. Products become available to customers through retail and consumer electronics 
stores. 
 
Production takes place in Mexico and China. The European, Middle Eastern and African 
markets (EMEA) are served from the EMEA headquarters in Hoofddorp (The Netherlands) 
with their logistic services from Etten-Leur (The Netherlands). The master thesis project will 
be conducted from and for this division of Plantronics.  

2.2 Product range and groups 
The products of Plantronics can be divided into three groups: wireless headset designs 
(Plantronics), amplified listening for those with hearing loss (Clarity) and digital audio 
enhancement (Altec Lansing). A short description of each division as stated by Plantronics is 
given here. 

2.2.1 Plantronics 

In 1969, a Plantronics headset carried the historic first words from 
the moon: “That’s one small step for man, one giant leap for 
mankind”. Today, Plantronics provides a wide range of products 
from mission-critical and business-critical applications to personal 
communications and entertainment. In the office, Plantronics is 
leading a wireless revolution with products that deliver unprecedented freedom and mobility. 
They offer mobile headsets to address the cordless and mobile phone market, next-generation 
computer audio headset products for computer applications and corded and cordless headsets 
and systems for the office, small office/home office and contact centres. 

2.2.2 Clarity 

The Clarity division is a supplier of amplified telephones, 
notification systems, assistive listening devices and other 
communications devices for those with hearing loss. Clarity 
telephones and personal accessories offer clear conversations for 
people with hearing impairments. Headsets are used in stock 
trading rooms, aeroplanes and payphones all over the world, 
providing amplification systems and exceptional noise 
cancellation.  
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2.2.3 Altec Lansing 

As a leader in portable and powered audio systems, Altec 
Lansing is the newest division of Plantronics, and augments the 
Plantronics product line with enhanced sound and music 
capabilities. Products have been an important addition to the iPod 
economy.    

2.3 Plantronics EMEA 

Plantronics EMEA is responsible for the businesses of the company in, as the abbreviation 
EMEA states; Europe, the Middle East and Africa. The headquarters of EMEA are based in 
Hoofddorp (The Netherlands), from which all operations are executed. The whole area 
covered is, in its turn, divided in sales regions with sales persons scattered over these regions, 
reporting to the regional general managers. Here the relevant departments are described. 

2.3.1 Operations department 

The master thesis project is executed inside the operations department of Plantronics EMEA. 
The main focus of the project will lie at the business partner support and logistical 
department. The structure of operations EMEA is shown in Figure 3. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Figure 3 Structure of Operations EMEA 

2.3.2 Business Partner Support 

The business partner support (BPS) department takes care for order entry. Business partners 
(BP’s) place their orders by contacting their contact person at customer service by mail, fax or 
telephone. The order is entered and the business partner can contact their personal 
representative for information concerning order status, availability and lead times. The 
department counts fourteen employees and one manager. The team is multicultural in order to 
be able to serve as many partners as possible in their native language.  

2.3.3 Logistics 

The logistics for EMEA are mainly outsourced to the company Rhenus Logistics. From 
Plantronics’ own production plants in Mexico and China, products are directly sent to the 
main distribution centre in Etten-Leur. Besides the products from the own plant, also bulk 
products and spare parts from external suppliers in China are delivered here. Local suppliers 
deliver the printed cards, back cards, stickers etc. Around 2.000 SKU’s are kept here and the 
DC is owned by Rhenus Logistics. Besides warehousing, they also take care of the in- and 
outbound freight. A value added service is the PTO-line (which moved to China during the 
project). A systematic representation of the logistical network is given in Figure 4:  
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Figure 4 Logistical network Plantronics EMEA 

 
The distributors function as DC’s scattered throughout the regions, but are independent and 
are not standing under the supervision or control of Plantronics. For last minute or small 
deliveries, logistical services from DHL or DPD are used. This is effective and cheaper than 
leaving it to the logistical partner. 
 
As explained, logistical handling is mainly outsourced to Rhenus Logistics, but Plantronics 
has its on logistical team in order to control the process and to intervene whenever necessary.  

Reversed logistics 

The newest part of the logistical department is called the reversed logistics. This department 
is brought into live because of the fact that the cost of returned products RMA’s by both 
business partners as end users continuously ran up. Plantronics never paid attention to claims 
and always assumed it as being cheaper to respond to each complaint by sending a new 
product, even when people did not return their product but only invoiced it by a letter. To 
prevent this from happening, the reversed logistics team is brought into life, which is 
currently consisting of seven persons and is still expanding. Reversed logistics will not be 
taken into account for this project. 

2.3.4 Business Partners EMEA 

The whole product range can broadly be divided into two categories, namely; Business-to-
Business (B2B) and Mobile and Entertainment (M&E). The B2B category consists of office 
products of the Plantronics brand. M&E consists of the Blue Tooth (BT), Personal Computer 
(PC) and Altec products. The reason for this split is that the margin on the B2B products is 
significantly higher than the margins on the M&E products.  
 
Most customers or business partners are classified as being buyers of products from one out 
of the two categories (or mainly out of one of the two). Some partners sell both types of 
products with an almost equal proportion and will be categorised as being B2B/M&E 
partners. For this reason, the three groups will be analysed separately.   
 
Part of the company’s strategy is to not sell products directly to the end users. Distribution is 
mostly done via distributors, who in their turn put the products on the local market by 
supplying local retailers. Around 85% of the BP’s are falling under this first category. OEM’s 
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are the customers that use products or parts of Plantronics in their own designs. Carriers are 
companies like Vodafone and KPN e.g. who market the products of Plantronics under their 
own brand name.  

2.3.5 Sales regions EMEA 

To manage the sales inside EMEA, the whole area is divided into different sales regions. 
Until lately, Plantronics EMEA was divided in seven regions. For reporting purposes, several 
regions were taken together and currently EMEA exists out of five sales regions. The new 
composition is given in Table 3.  
 
 
 
 
 
 
 
 
 
Table 3 Sales regions 

 
The way in which the new five regions are built up is important to keep in mind, because all 
information (from Oracle), which is used in this project, was still based on the seven previous 
regions instead of the current five. Therefore, historical results of separated regions are 
combined to get insight in the actual regions. Sales people inside these regions are reporting 
to their Regional General Manager (RGM), who in his turn reports to the headquarters in 
Hoofddorp.  

2.4 Outline of the report 

Now the project environment has been described, a closer look at the problem is given in the 
third chapter. Here the problem context leading to the problem definition and objectives of the 
research is given. In addition, the research questions and the model to tackle the problem are 
exposed in this chapter. The fourth chapter elaborates on the concept of customer value and 
on what this means to Plantronics. An important aspect is the setup of the strategic and 
operational goals off measuring customer value, which serves as a starting point for the 
development of the service concepts later on. The first part of chapter five goes into the 
differences between customers and the segmentation possibilities, where the second part is 
devoted to several descriptive statistics in order to get insight in the situation at Plantronics. 
Then a cost-to-serve analysis is executed in chapter six to determine the current value of the 
business partners of Plantronics. The data is orderly exposed in the cost-to-serve dashboard. 
Besides the tangible and measurable current value, the intangible potential customer value is 
included in chapter seven. The two types of value serve as an input for the design of the 
service concepts in chapter eight. Here a business partner segmentation matrix is introduced 
and three distinct service concepts are developed. In chapter nine the potential 
implementation of the SMD concept is evaluated. “What-if” scenarios are developed to 
calculate and predict potential resource and cost reductions. In addition, potential investments 
are proposed to invest the financial means that can be released. Implementation strategies are 
handed over and a tool that helps with the further segmentation within the groups is 
introduced. Then the potential benefits and implications of the SMD concept are listed, 
followed by an priority matrix with concrete implementation steps. Finally, the conclusions, 
recommendations, limitations and suggestions for further research are exposed.  

1 BeneNord (Benelux Nordics)

2 DACH (Germany, Austria and Switzerland)

3 UK&Ireland

Sales regions

4
MEEA (Eastern European countries, Middle East and 

Africa)

5
Southern Europe (France, Spain, Portugal, Italy, 

Greece and Turkey)
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3 Research design 
Now the environment in which this master thesis project takes place is exhibited, a closer look 
at the problem will be given in this chapter. It starts with the problem context, in which the 
situation will be clarified. Then the problem definition is given, followed by the scope and the 
objectives of the project. The relevant elements driving profitability are exposed and divided 
into two categories. The first considers possibilities to increase the gross margin and the 
second considers the reduction of the cost-to-serve customers, which will be of major 
importance in this master thesis project. The remainder of this chapter contains respectively; 
the research questions, the research method & type and the accompanying research model. 

3.1 Project context 
Some customers are more profitable than others. If companies are to maintain profitability 
over the long term, managers must have an understanding of the profitability of each of their 
customers and their products. With that knowledge, they can segment customers according to 
their value and maximize the mutual benefits of their relationships. As the former vice 
president of supply chain operations for Coca-Cola North America, Tom Blackstock, noted in 
a speech: “There used to be an old adage in many companies that we treat all of our customers 
the same. That just does not work any more. Trying to treat all customers the same will only 
bring everything down to the lowest common denominator, low enough so that everybody can 
be the same… By segmenting customers based on their value to you over time, you can 
increase the value you deliver to them in return and thus obtain their increased loyalty by 
providing customized products and services in a highly predictable fashion.” 1 
Companies are able to accomplish customer segmentation by evaluating individual 
customers’ profitability. In addition, the importance of considering various customers’ 
strategic value should also be taken into account (Lambert, 2008).  
 
Unfortunately, few companies are able to measure customer profitability in a meaningful way, 
resulting in the fact that management does not know what the contribution of a specific 
customer is to the company; often expressed as to the earnings per share. This deficiency, 
caused in large part by bad metrics and the lack of a holistic view of their organisations, leads 
managers to make decisions that are not good for customers or for shareholders. Even parts of 
the organisation that are supposed to be customer focussed, sales and marketing, may not do 
what is best for the customer or for shareholders. The problem is that employees in those 
functional areas are paid based on the amount of revenue they generate. Consequently, there 
is no incentive for them to consider the profitability of the customer to their firm or the impact 
of their own actions on the customers’ profitability (Lambert, 2008). 
 
At present, Plantronics is one of the companies that have no clear insight into the contribution 
of their business partners (customers) to the company. The lack of information with respect to 
the allocation of cost and resources of the operations department, urged management to 
acquire a better understanding of the cost to serve their business partners. This, in 
combination with the fact that operating costs for Plantronics EMEA are too high to support 
today’s business, are the main factors that triggered this project. The operations department is 
working on / or considering several cost reduction opportunities. Examples are; a reduction of 
the working capital tied up in inventory, eliminate airfreight for low margin business and the 
delivery of efficient services. To be able to carry out these potential reductions, especially the 
last one, it is of upper most importance to be well aware of the side effects of these potential 
cost reductions. Reducing specific services, directly related to a customer, might have other 
effects on the long run than expected at first glance.  

                                                      
1
 From a speech by Thomas Blackstock, vice president, supply chain operations of Coca-Cola North 

America, to the International Association of Food Industry Suppliers in San Francisco, California, USA, 

March 11, 2005. 
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For a company like Plantronics, it is important to focus on what a customer desires. However, 
the main question here is: on which customers should this focus lie? Especially when dealing 
with capacity constraints on specific departments, it becomes sensible to focus on the clients 
who will generate a maximum profit. In the next paragraph, the problem definition will be 
exhibited. 

3.2 Problem definition 

The value of most companies is determined by the value of its customers, which is the sum of 
the separate values of its clients (Baxter and Collings, 2005). Within the customer base of 
Plantronics EMEA, no clear or universal distinctions are made with respect to the service 
delivered to customers, whether they are of more or less importance. Nevertheless, the 
management of Plantronics EMEA is well aware of the fact that, when considering services; 
one size does not fit all.  
 
It makes sense to specify the word “services” as used in the context of this project. As stated, 
the operations department is the department under consideration and, therefore, the services to 
be distinguished are the activities of the sub departments of logistics and business partner 
support. More detailed descriptions will follow later on in this thesis, as well as the aspects in- 
and excluded. 
 
The relative costs of running business differ by aspects like customer type, their behaviour, 
region, product range, services provided and discounts given. To be able to serve customers 
proportional to their value they have to the company, insight in their relative importance has 
to be provided. This is the starting point for of the research at Plantronics EMEA and the 
following problem definition is drawn up: 
 
 
Can we differentiate the services we provide, based on the relative value and strategic 

importance of our customers? How should we organise this differentiation and how can we 

ensure that we invest resources and apply cost correctly in relation to the customer value? 
 
 
The definition is two folded. The first part of the statement concerns to find out what 
customer value and strategic importance means to Plantronics, and whether there are 
incentives for service differentiation. The second part is about how services could be applied 
correctly, with respect to the availability of resources.  

3.3 Scope 
The project is executed inside the operations department as mentioned before. The scope 
outlines the relevant parts of interest for this research. Aspects falling under the scope of this 
project are: 

- Business Partners of Plantronics EMEA 
- Business (B2B) and Consumer (M&E) segments 
- Cost-to-serve of: 

� Taking orders 
� Managing orders 
� Delivering orders 
� Selling 

 
Aspects that might have been interesting for the research, but which are not considered due to 
the time constraint of the project are: 

- Reverse Logistics (RMA’s)  
- Technical Support 
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3.4 Objectives 

The main objective of this research is formulated as follows:  
 
The objective of the research is to provide concrete high level recommendations to the 

management of Plantronics EMEA on how they should change the way in dealing with 

specific groups of customers to ensure that resources and cost are applied correctly in 

relation to the customer value 
 
The first side of the objective is to define customer value. This concept can be seen from two 
points of view, namely; the value a customer perceives and the customer value to the firm. 
Both need to be investigated.  
 
The second and most important objective is to get insight in the cost-to-serve (CTS) specific 
BP’s for Plantronics. Understanding the CTS will be the first step in the process to: 

- Develop a modular range of services 
- Investigate the possibilities to apply these services in an appropriate way 
- Redistribute discounts appropriately 
- Better understand the impact of commercial decisions 

3.5 Elements driving profitability 
This paragraph is included to give an overview of the elements that are driving the 
profitability of a firm. The main target of profit management is to improve the customer 
profitability. Improving the profitability can be done in many ways, as will be focussed upon 
in chapter four and five, but broadly two sides can be distinguished. The first would be to 
focus on ways to improve gross margins, the second would be to reduce the cost-to-serve the 
customers, as illustrated in Figure 5.  
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Figure 5 Elements driving profitability 

 
Both sides are expanded with potential aspects to consider, chosen with the focus on the 
operations department of Plantronics EMEA, to improve profitability. The aspects of both 
sides and their feasibility for the project are discussed and are used as a valuable input for the 
setup of the research questions in the next paragraph.  
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3.5.1 Improve gross margin 

There are several incentives to increase the gross margin. Some examples are: 
1. (Re-)distribution of discounts 
2. Price setting 
3. Remove non-value adding products or customers 
4. Increase effort put into sales 

Concrete recommendations related to these incentives will be given at the end of this report, 
but the main focus of the project will not lie at this side of possible profitability 
improvements. This can be explained by the fact that, when variables like rebates and prices 
will be changed, the net effect of this change with respect to revenue or gross margin is 
difficult to predict. Without knowing anything about the price elasticity (per product class, 
region or type of customer), no founded predictions about the responsiveness of a change in 
parameters can be made. The last incentive is to increase sales by putting more effort into the 
BP’s. This will most likely increase sales and therefore, increase profitability (on the 
condition that this revenue is profitable revenue). 

3.5.2 Reduce cost-to-serve 

Reducing the cost-to-serve or make sure that the cost are allocated correctly is of most interest 
for the operations department of Plantronics EMEA, which is also stated in the research 
objective. The departments under consideration for reallocations or cost reduction incentives 
are: 

1. Logistics 
2. Business Partner support 
3. Sales 

A cost-to-serve analysis can be executed to elaborate on this side of improvements and can 
give insight in the cost structure of the operations department of Plantronics EMEA. 

3.6 Research questions 

From the objective of the research, four central questions are derived (on the way as proposed 
by Verschuren and Doorewaard, 2000). To be able to answer the central questions, these are 
in its turn divided into sub-questions. The results are as shown in Table 4:  
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Table 4 Research questions 

What is the definition of customer value (CV)?

In what metrics can CV it be expressed to be meaningful to Plantronics?

Which methods or models can be used to analyse customers’ cash flows?

Is the data, needed to execute the analyses, available in current databases or is new data needed? 

What are the differences between BP’s and which distinctions should be made?

3.

What are the potential benefits for Plantronics, expressed in financial terms?

What are potential strategies to implement new service models?

What are the advantages and/or implications of implementing the proposed models or possibilities? 

4.

3.2

3.1

2.

1.

1.1

1.2

2.1

1.5

What conclusions and recommendations can be drawn?

Can service differentiation take place?

What are relevant aspects for the determination of relative value and strategic importance of the business 

partners of Plantronics?

What are possible ways (or models) in which Plantronics could allocate their resources correctly, in the case of 

dealing with different types of BP’s?

Which factors and elements are of importance when looking at strategic interests, while differentiating between; 

financial and non-financial aspects?

What are the different types of services or service models that Plantronics could use in order to serve each customer 

group?

1.4

1.3

2.2

3.3

RESEARCH QUESTIONSQ
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3.7 Research type & method 

This master thesis aims at exploring the way in which BP’s of Plantronics are served and has 
a clear emphasis on relevance. The goal is to provide an intervention to change an existing 
practical situation (Verschuren & Doorewaard, 2000). A distinction between qualitative and 
quantitative research can be made. The main focus of this research will be quantitative; data is 
gathered which is filled in to a model. Within this type of quantitative research, two classes 
can be distinguished, namely; axiomatic quantitative research and empirical quantitative 
research. This research falls under the category of normative axiomatic research, which is 
primarily interested in developing policies, strategies, and actions, to improve existing 
situations for a defined problem (Bertrand and Fransoo, 2002). Besides the quantitative 
aspect, there are various qualitative facets to be encountered, which represent a minor part of 
the research.    
 
The regulative cycle, as define by van Strien (1997), is a method for handling problems in a 
corporate setting and is illustrated in Figure 6. The cycle fits closely to this type of research 
and will be explained in the remainder of this paragraph.  
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Figure 6 Regulative cycle (Van Strien, 1997) 

 
Each time a professional sets out to solve a unique and specific problem for a client, or in 
conjunction with a client, he or she does so by using the ‘problem solving cycle’, also called 
the regulative cycle (Van Strien, 1997). This cycle consists roughly of: defining the problem 
out of its ‘messy’ context (Schön’s (1983) ‘naming and framing’), planning the intervention 
(diagnosis, design of alternative solutions, selection), applying the intervention and evaluating 
(J.E. van Aken, 2004). The cycle is an often used, practical research method with an emphasis 
on decision-making. This as an opposite of the empirical cycle, which is often used with the 
aim of generating scientific knowledge. 
 
The master thesis project embodies the same logic as the regulative cycle. Because of the fact 
that the method is of a universal character, it will be refined in this research. There will be a 
limitation on the aspect of implementation. The goal of the project is to hand in concrete 
recommendations for possible improvements, not to be involved with the realization of the 
implementations.  
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3.8 Research model 

The research model is based on the methodology of Verschuren and Doorewaard (2000) and 
follows the regulative cycle of van Strien (1997) as proposed in the previous paragraph. The 
research model is a detailed representation of the steps taken in the research and is illustrated 
in Figure 7 on the following page.  
 
The major part of the first phase of the project consists of an extensive orientation on the 
problem. Literature is consulted to get insight in the possibilities to analyse customers and to 
get a first description of the concept customer value. Interviews are taken in order to get an 
idea of the current situation at the distinct departments inside Plantronics. The interviews are 
combined with desk research on the availability of relevant information for the project. These 
activities deliver a first impression of the problem and provide all the information needed to 
construct the research proposal, which is approved by the supervisors of the project.  
 
The second step is the analysis & diagnosis phase. To setup the design of the research, a 
number of steps are taken. An in depth literature review was performed in order to get a 
detailed definition of customer value and to analyse the available approaches and models to 
obtain a structured method to tackle the problem. In addition, aspects concerning customer 
segmentation are investigated upon. Parallel to the review, a pre-analysis is done on the 
revenue generated by BP’s over FY09 and on the differences between the product groups of 
Plantronics. With the insights gained, the next step is to identify CV for Plantronics and to 
apply the possible segmentation models to the data from the pre-analysis. This to confirm the 
expected differences exposed in the proposal. The results of the analysis is used to design two 
methods to measure customer value, namely; current and potential value. During the whole 
process, analysis on the availability of data is done to determine the applicability of the 
theories to practice in the project environment at Plantronics.   
 
The design phase aims at combining the findings from the analysis with new service concepts 
to be able to address the effort put into the customer base, proportional to what a specific 
partner deserves. Therefore, the service concepts need to fit the segments exposed during the 
analysis. In order to design the service concepts, the cost driving activities of all relevant 
departments need to be taken into account. Finally, an allocation rule needs to be developed to 
allocate the service concepts to the different segments. 
 
The fourth phase is looking at the possibilities to implement the service concepts. Possible 
implementation strategies need to be developed and of course an evaluation of the possible 
gains needs to be made. Besides this, the advantages and implications of introducing service 
differentiation need are considered in this phase. Those aspects together hand over a grip to 
actually implement the SMD concept.  
 
The final step is the evaluation phase. Here the final conclusions and recommendations will 
be drawn and evaluated. After the evaluation, the results are exposed to the management of 
Plantronics EMEA. 
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Figure 7 Research model (based on Verschuren and Doorewaard, 2000) 
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4 Customer value analysed 
First of all, a closer look will be taken on the concept of customer value as it is described in 
literature. Several views on customer value will be addressed and the potential strategic and 
operational goals of the measurement of customer value are discussed. The information 
gathered in this chapter hands in valuable information with respect to the potential benefits of 
the application of this concept. The last paragraph describes customer value to Plantronics.  

4.1 Introduction to customer value 

Woodruff (1997) mentions 5 definitions of customer value (CV), which reveal a surprising 
diversity of meanings: 

• Value is the consumer’s overall assessment of the utility of a product based on 

perceptions of what is received and what is given (Zeithaml 1988, p. 14). 

• Value in business markets is the perceived worth in monetary units of the set of 

economic, technical, service and social benefits received by a customer firm in 

exchange for the price paid for a product taking into consideration the available 

suppliers’ offerings and prices (Anderson, Jain, and Chintagunta, 1993, p.5) 

• Buyers’ perceptions of value represent a tradeoff between the quality or benefits they 

perceive in the product relative to the sacrifice they perceive by paying the price 

(Monroe 1990, p.46). 

• Customer value is market perceived quality adjusted for the relative price of your 

product (Gale 1994, p. xiv).  

• The emotional bond established between a customer and a producer after the 

customer has used a salient product or service produced by that supplier and found 

the product to provide an added value. Such a resulting emotional bond leads the 

customer to buy repeatedly or, better yet, exclusively from that supplier, to 

recommend that supplier to friends and family, and to withstand the blandishments of 

other providers (Butz and Goodstein, 1996, p.63). 

 
The concept of customer value can be described as being the worth of the relationship 
between a company and a customer. The way in which can be looked at this relationship is 
twofold, namely; from a company’s point of view and from the customers’ perspective. In 
literature, the customer value is split-up into: 

1. Customer perceived value 
2. Customer value to the company 

4.1.1 Customer perceived value 

Customer perceived value is the first aspect of customer value. A positive result of high 
customer perceived value expresses itself through customer satisfaction and customer loyalty 
(Heskett et al., 1997; Lam et al., 2004). High customer satisfaction or customer loyalty on 
itself is of no value to the company. The results of more satisfied customers and more loyal 
customers can be of more value. The relation between shareholder value (which implies that 
the ultimate measure of a company's success is to enrich shareholders; so the primary goal for 
a company is to increase the wealth of its owners) and satisfaction or loyalty is not evident 
because higher customer satisfaction or loyal customers do not necessarily have to contribute 
to shareholder value (Joustra, 2007). Reichheld (2003) states that, in an average company, 
84% of customers are satisfied but only 41% are loyal.  
 
A model supporting the idea that customer satisfaction leads to increased profits is the 
satisfaction-profit chain, as illustrated in Figure 8. The underlying thought is as follows: by 
improving product and service attributes, customer satisfaction should increase. Increased 
customer satisfaction is expected to lead to greater customer retention. Improved customer 
retention leads to greater profitability (Anderson and Mittal, 2000).  
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Figure 8 The Satisfaction-Profit Chain 

 
Industry-level analyses show that firms with higher customer satisfaction and retention 
(customer perceived value) can expect higher profits (Anderson, Fornell and Lehmann, 1994). 
 
Finally, many companies are focussing on the creation of customer value to obtain 
competitive advantages. Therefore, it is plausible that services and qualities of goods create 
customer value, and that this added value results in a better position in the market. 

4.1.2 Customer value to the company 

A company that focuses on metrics such as satisfaction, retention rates and purchase 
frequency, without giving any consideration to the underlying value of their customers, risks 
overspending on low-value relationships and generating lower levels of profitability (Collins 
and Baxter, 2005). 
 
This section addresses the perspective on customer value as the value customers have to the 
company. So, what is the customer’s worth to the company? This value can be expressed in 
monetary terms and non-monetary terms. The first two types of value (direct customer and 
potential value) can be measured in monetary terms, the non-financial types of value are the 
following: network value, information value, volume value, brand value bridge value (as 
defined by van Raaij et al., 2003; Joustra, 2007). The value descriptions in this paragraph are 
partly taken from the master thesis project of Joustra (2007). The different types of customer 
values to the company he describes fit highly with the values for this research. These values 
are taken and slightly adapted and/or extended with other sources out of literature to make it 
relevant for the situation at Plantronics. 

Direct customer value 

Under direct customer value to the company, all financial contributions can be considered, 
which have a direct effect on the profitability. Direct customer value can be analyzed by the 
use of historical data and future predictions. Analyzing the direct value of customers in the 
past is discussed in literature under the name: Customer Profitability Analysis (CPA) (van 
Raaij et al., 2003). An advantage of this view is that this data on cash flows does not have to 
be predicted, in contrary to future cash flows. CPA illustrates a temporary view on the 
profitability of customers. The question is whether this view on customer value is a valid 
forecaster for future customer profits. Blattberg and Malthouse (2005) are stating that CPA is 
not a valid forecaster for future profitability of customers. Another view is forward looking 
and can be viewed upon as the value customers will have in the future. In literature, this 
forward looking perspective is referred to as Customer Lifetime Value (CLV). There are 
several difficulties concerning the CLV. The most important difficulty is that future cash 
flows have to be predicted, which involves uncertainty. This means that these uncertainties 
are included in the calculation of the CLV. 

Potential value 

Within the direct customer value to the company, the distinction has to be made between the 
current value and the (financial) potential value of a customer (Verhoef and Donkers, 2001). 
Hwang et al (2004) define potential value of customers as expected profits that can be 
obtained from a certain customer when a customer uses the additional services of a company. 
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Moreover, the length of the relationship can be an indication of potential of the customer. A 
new customer, that just started business and needs to get acquainted with the products, will 
probably cost Plantronics extra effort. In the beginning this will not directly generate more 
profit (or might cost money), but the chances are higher that these extra costs will easily be 
covered by a better performance in the long run. 

Network value 

Customers can have value to the company in terms that they refer new clients to the company, 
which is called network value. This way of acquisition is the easiest way of acquiring new 
customers. An important factor for referrals is that customers have to be at least satisfied with 
the product or service in order to refer customers. Unsatisfied customers will have a possible 
opposite effect on referrals. Several models concerning network value are described in 
literature. 
 
Hermann and Fuerderer (1997) (cited from Helm (2003)) present a model to calculate the 
long term referral value for automobile customers. This model is based on three dimensions: 

1. The number of recipients of a referral 
2. The intensity of the referral 
3. The quality of the recipient 

 
Based on a dynamic investment calculation Herrmann and Fuerderer (1997) interpret the 
referral value to be the sum of cash value of all payments attributable to the referrer. To 
determine the contribution margins, several factors are taken into account (re-buying 
behavior, reduced price sensitivity, cross selling potential and referral behavior e.g.). 

Information value 

Information value expresses itself as the client teaching the firm about their processes, 
services or products. The information can be used to improve for example the cost of 
production or service activities. These cost improvements can subsequently be used on the 
rest of the customer base. This can improve the overall profitability of the firm. Because of 
the difficulties there exist in quantifying this value and the belief in the company, makes this 
value one of the less meaningful ones.  

Volume value 

The volume value of a customer can be seen as the additional volume a customer delivers. 
This is best illustrated in a production environment in which fixed costs play an important 
role. Because of the extra volume a customer generates, a company can achieve economies of 
scale in production, which causes higher margins on the entire customer base.  

Brand value 

The brand value is the value a customer has as a marketing instrument. Customers that 
enforce the brand are of value to an organization because it might attract or retain other 
customers. Vodafone is such a customer which is important because of the brand value. 
Another example at Plantronics is the fact that their products are used in the newest James 
Bond movies. The delivery of several products can, indirectly, have a large effect on the 
willingness of customers to buy these products, while the direct costs are definitely higher 
than the cost of normal deliveries. This perspective has similarities with the previous 
described network value, but is different in essence.  

Bridge value 

The so called bridge value can be illustrated by the value a customer has as its potency to 
serve as an example in new markets. The first customer a firm serves in a particular market 
does not have to be profitable, but he can serve as a model for other potential customers. The 
profit from that specific market will shop-up in a later stage.  
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4.2 Customers as equity 

The equity value of a company, i.e. its market capitalisation or the sum of its shares, is 
ultimately determined by the sum of its future cash flows, discounted at an appropriate rate. 
Clearly, the value of most companies is determined by the value of its customers, which is the 
sum of the separate values of its clients. Although the message that the financial fate of the 
company is down to its customer base is hardly new, it does bring it home. This way of 
thinking should encourage a more rational, and sustainable, mode of strategy development 
(Baxter and Collings, 2005). 
 
It is now widely accepted that the main and real objective for a business is the creation of 
mutually beneficial relationships with selected customers (Ryals and Knox, 2005). The reason 
for measuring the value that customers have to the firm, or the value products or services have 
to customers, is to balance marketing spending, to gain competitive advantage, or strategic 
positioning, risk management etc. All this is done to create or increase the value for the 
shareholders (Joustra 2007).  

4.3 Customer value to Plantronics 

Verhoef and Donkers (2001) broadly distinguished two types of customer value to a 
company. The same values are used for this research and these two main views are current 
value and potential value, to segment the business partners of Plantronics. Here the definitions 
of current and potential value of the business partners are defined. The definition of current 
value, used in this research is: 
 
Current value is the sum of all positive and negative cash flows, calculated over a specific 

time period up to the present, consisting of all direct incomes for Plantronics and the cost 

associated with the services delivered and the rebates given to a specific customer. 

 
Potential value of customers to Plantronics is defined as: 
 
Potential value is considered as being the expected profits, both in a financial as non-

financial way, which can be obtained from a certain customer. This potential for Plantronics 

is built up out of network value, brand value and financial potential.  

 
 
Both definitions are the starting point for the analysis phase. Chapter six will be dedicated to 
the setup of the current value and chapter seven is devoted to uncovering the potential aspect 
of the customers for Plantronics.   

4.4 Goals of measuring CV 

First the strategic goals, as described by van Raaij (2005) are depicted. He explains how 
individual and aggregate CPA figures can be used to make strategic decisions in the areas of 
cost and revenue management, risk management, and strategic positioning. Besides these 
strategic goals, three operational goals to realize the strategic ones are highlighted in the 
second part of the paragraph. 

4.4.1 Strategic goals 

Managing revenues 

Strategies for increasing revenues with existing customers include increasing share-of-wallet, 
cross-selling, up-selling, and helping the customer grow. Up-selling is selling the same kinds 
of products that a customer has already bought and cross-selling is selling what a customer 
has never bought, i.e. new kinds of products for the customer. Revenues are also managed 
through pricing. There are three related issues related to pricing: 
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1. Discounts 
2. The pricing of value-added services 
3. Discriminatory pricing 

 
In the absence of profitability figures, discounts are often based on sales volume. When it is 
known what the profitability of a specific client is, pricing strategies for value-added services 
can be developed. E.g. some customers will continue to receive services for free, while others 
will be charged.  

Managing risk 

The profitability curve or Stobachoff curve (which will be explained in paragraph 5.2.2) 
contains information about levels of dependency and subsidisation within the customer base. 
The shape of the curve says something about the vulnerability of the customer base. The size 
of the area under the curve is an indication of the degree of subsidizing in the customer base. 
A large area means that some customers with very high profits subsidize other customers with 
negative profits. When combined with a measure of dependence (the proportion of profitable 
customers), the vulnerability of the customer base can be determined (van Raaij et al, 2003). 
Therefore, it can play an important role in risk management. The next Figure 9 shows four 
possible combinations of subsidizing and dependence.  
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Figure 9 Four possible shapes of profitability distribution curves 

 
In situations of high subsidisation, but without high dependence, efforts can concentrate on 
the loss-making customers. Some loss-making customers may be valuable to the firm for 
other reasons than immediate profit, but in principle, every loss-making customer represents 
an opportunity to improve profits. Again, profitability can be improved on the cost side or on 
the revenue side. On the cost side, service levels can be adjusted, or less costly service 
concepts (such as self-service) can be introduced. On the revenue side, pricing and 
discounting can be adjusted or cross-selling and up-selling stimulated (van Raaij, 2005). 

Strategic positioning 

The third use of customer profitability data is for segmentation, targeting and positioning. The 
most common bases for market segmentation are customer needs and customer 
characteristics, but customer profitability is increasingly used as well (Storbacka, 1997). 
Based on profitability data, customers can be classified into profitable, break-even, and 
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unprofitable customers. Statistical analyses can be used to determine, which combinations of 
profilers best describe the membership of a particular group.  
 
Current profitability should never be the only parameter for segment attractiveness; however, 
segment size, segment growth, competitive intensity, and the fit with company objectives and 
capabilities should also be taken into account. 
 
Combined with insights in customer needs and company capabilities, this can be translated 
into segment-specific service concepts. The smallest customers (often the least profitable) will 
be offered self-service or standardised services for a fee, with the degree of customised 
services increasing for customer groups with higher profitability levels. At the same time, 
some services that were hitherto free of charge may only be offered for a fee, even for the 
largest customers (van Raaij, 2005). 

4.4.2 Operational goals 

Managing cost and revenues 

When the company knows which customers are profitable (or of strategic importance), it can 
manage their costs and revenue, based on this knowledge. A top customer for example, 
should get the service which he desires. When customers are not profitable, effort can be put 
in to make them profitable again by reducing costs in services delivered or by increasing 
revenues.  

Managing service concepts 

Another important operational goal is that the obtained information can be used as input for 
allocating resources to specific customers. The whole service concept could be adjusted to 
customer groups, leading to high service levels for high value customers. Within Plantronics, 
an example could be to assign a sales person to high value customers and let ‘low’ value 
customers do their procurements via internet, without the help (and therefore costs) of a sales 
representative. Another aspect could be to take a closer look at the logistical services 
provided. 

Time management 

When people inside the company (sales representatives, account managers, customer service 
etc.) know which customer have a high value to the company (both taking into account 
financial and non-financial matters), they would be able to prioritize efforts on an ad hoc 
basis. This way, important (high value) customers will be served with higher urgency than 
customers with a lower priority value.  
 
Within the customer value, it has to be taken into account that both current and potential value 
has to be considered in decision making. Current low value customers could have high 
potential and should therefore be treated as being a high (or higher) value customer. On the 
other hand, when a client has a high current value but a low potential, reduction of efforts can 
be justified.  
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5 Differences between customers 
Customer value and the accompanying aspects have extensively been discussed in the 
previous chapter. The fifth chapter introduces the differences between customers. The first 
paragraph stresses the different cost a company can have to serve customers. Then ways of 
cost allocations and different cost categories are introduced. The second paragraph goes into 
the ways found in literature to segment a customer base. After the parts from literature are 
described, a pre-analysis is executed in order to gain the first insights of the situation at 
Plantronics. First, a revenue analysis is executed on the customers of Plantronics EMEA over 
FY09, which serve as the input for the thresholds of the customized ABC ranking (presented 
in the fourth paragraph).  

5.1 Costs per customer 

The costs per customer depend on aspects like; number of orders, number of sales visits, the 
use of helpdesks and other services, which can be very different from one customer to 
another. Consequently, two customers who buy exactly the same product mix for the same 
prices (thus generating exactly the same profit margins on their purchases) can have different 
relationship costs, leading to different levels of customer profitability (Figure 10). 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Figure 10 Difference profit & loss for customers with identical sales 

 
To allocate the overhead costs, the firm’s operations have to be analysed to see what activities 
are performed, and what drives the costs of these activities. For example, the cost driver of 
sales activities can be the number of sales visits. All relevant costs should be assigned to 
activities, and for each activity, appropriate cost drivers need to be identified. The result of 
this type of analysis is a customer ranking, (of course) based on profit. The ranking can be a 
starting point to stimulate a new kind of thinking; profit thinking instead of volume thinking, 
which can in its turn influence the way of looking at the bonus systems or the distribution of 
discounts.  
 
Immediate action may be required for extremely unprofitable accounts, improvement 
programs may be installed to reduce unnecessary high costs, and whole new strategies may be 
developed for specific customer segments.  
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5.1.1 Identification of relevant cost categories 

To identify the main activities that take place in the organization to serve its customers, it has 
to be determined how much resources are consumed by each activity, and assign the cost of 
activities to customers based on their consumption of resources (Cooper & Kaplan, 1991; 
Foster & Gupta, 1994). Several cost pools could be directly traced to a customer; other can be 
allocated using an appropriate allocation rule. Whether certain costs are direct or indirect 
depends on the structure of operations. Direct cost for example, could be the logistics 
activities, each order can directly be traced to a customer separately. Indirect costs, such as 
marketing overheads, can be attributed to customers using cost allocation heuristics. 
Examples from a case of van Raaij et al. (2003) can be found in Table 5. 
 
 
 
 
 
 
 
 
 
 
 
 
 
Table 5 Cost pools and cost drivers 

5.2 Customer segmentation 

The business-to-business marketer profiles organizations and organizational buyers. The 
organizational market can broadly be classified into two major categories: macrosegmentation 
and microsegmentation. Macrosegmentation focuses on the characteristics of the buying 
organization such as size, industry and geographic location. Microsegmentation requires a 
more detailed level of market knowledge as it concerns the characteristics of market 
knowledge like choice criteria, decision-making structure, buy class etc (Jobber, 2007). 
Jobber (Figure 11) uses the following criteria: 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Figure 11 Segmenting organizational markets 

 
For the purpose of this research, especially earnings and cost are of interest and, therefore, 
segmentation based on the criteria of Jobber (2007) is extensive and somewhat exaggerated. 
According to Novich (1990), customers can be grouped into different segments based on their 
needs. Thus, they can be grouped critically based on their economic profitability and 
flexibility. The two most common ways to segment customers, as mentioned in literature, are 

Cost pool Cost driver

Logistics costs charged by logistical partner

Order processing number of orders placed by customer

Technical service service hours spent by mechanics at customer

Customer consultants consultant hours spent at customer

Equipment cost of equipment placed at customer

Sales sales volume

Marketing sales volume

Product development sales volume

Business development sales volume

Direct costs

Indirect costs (sector specific)
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in a customer pyramid (Zeithaml et al., 2001) or as an “inverted Lorentz” (Mulhern, 1999) or 
“Stobachoff” (Storbacka, 1998) curve.  

5.2.1 Customer pyramid 

A customer pyramid is used to show tiers of customers within the customer base. Most 
commonly, the tiers are based on revenues, with a large group of low revenue customers at 
the base of the pyramid and a small group of high revenue customer at the apex. Nevertheless, 
when profitability figures are available the customer pyramid can also be drawn along the 
lines of profitability tiers. The illustration in Figure 12 shows a customer pyramid based on 
revenue tiers, but enriched with profitability data (van Raaij, 2005).  
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Figure 12 Customer pyramid (percentages are based on a case) 

 
The customer pyramid, as proposed by Zeithaml et al. (2001), includes the following 4 tiers: 

• Top: describes the company’s most profitable customers, typically those who are 
heavy users of the product, not overly price sensitive, willing to invest in and try new 
offerings, and are committed to the firm. 

• Large: profitability levels are not as high, perhaps because the customers want price 
discounts that limit margins. They might not be as loyal to the firm even though they 
are heavy users in the product category – they might minimize risk by working with 
multiple vendors rather than just the focal company. 

• Medium-sized: contains customers that provide the volume needed to utilize the 
firm’s capacity but whose spending levels, loyalty, and profitability are not 
substantial enough for special treatment. 

• Small: consists of customers that are costing the company money. They demand more 
attention than they are due given their spending and profitability, and they are 
sometimes problem customers – complaining about the firm to others and tying up 
the firms resources.   

5.2.2 Stobachoff curve 

As already indicated in the previous chapter, another way to look at the customer profitability 
data is to analyze the distribution of profitability. Storbacka (1998) has introduced the 
Stobachoff curve, which provides a graphical representation of the distribution of 
profitability. First, all customers are ordered from highest absolute profitability to lowest 
absolute profitability. With this ordered array of customers on the horizontal axis, the 
cumulative profits are plotted against the vertical axis (Figure 13). The picture distinguishes 
profitable and unprofitable revenue. The first one is the good type of revenue, the second 
looks good at first glance, but those customers turned out to be unprofitable. 
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Figure 13 A firm's Stobachoff curve 

 
Such customer profitability curves will often show a cumulative profit that quickly crosses the 
100% line, dropping back to 100% cumulative profitability after all unprofitable customers 
have been added to the total. In this curve, the distinction between profitable and unprofitable 
revenue is illustrated. In certain industries, Stobachoff curves have been found to reach the 
200% cumulative profit line (Cooper & Kaplan, 1991; Storbacka, 1998).  

5.3 Descriptive statistics Plantronics 
Now the focus shifts from the literature to the current situation at Plantronics in form of 
several primary descriptive statistics. Firstly, to get insight in the way in which the total 
revenue is built up, a revenue analysis of each business partner is carried out. The period 
under consideration is FY09 and the results give a hierarchy of the business partners and their 
revenues. In the Pareto curve (Figure 14), cumulative revenue is set-out against the 
cumulative fraction of business partners. The curve shows that the 80/20 rule holds and the 
way in which the top 20% of the business partners are served should probably be different 
from the way of the remaining 80%. It can be argued that the top 20% business partners are 
likely to be more predictable and more specified service agreements could be made.  
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Figure 14 Pareto curve total revenueFY09 
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Secondly, the revenues of all the business partners of EMEA are taken together within the 
sales region to which they belong. Now it gives an idea which part(s) of EMEA generates the 
largest part of the revenue; the results are illustrated in Figure 15.  
 
 
 
 
 
 
 
 
 
 
 
Figure 15 Revenue 2009 divided over sales regions 

 
At first glance, before the allocation of marketing, sales, and service costs to individual 
customers, all revenue from customers may seem good revenue, and the investments (or the 
reduction of investments) in marketing, sales, and service to secure those revenues are 
difficult to justify. “The customer x generates revenue, so why would we cut marketing or 
service”, this while x could in reality be an unprofitable customer.  

5.4 ABC categorization 
To be able to make a distinction between customers, a ranking to identify candidates for 
possible further actions is made. The ranking can be based on several input parameters like 
revenue, gross margin or net margin. Management of Plantronics has given preference to the 
ranking on revenue in the first instance, since this number represents the contribution of a 
customer to the firm in a mutual comparable number. For now, the results of the revenue 
analysis can serve as the input for the first customer ranking of FY09 by ranking them on 
descending order. Later on, the calculated profitability per customer can also be used. 
 
The ranking can be divided into different groups and a customized version of the customer 
pyramid will be used as proposed by Zeithaml et al (2001). The customized threshold criteria, 
which are used in the project, are as follows: 

• A customers: top 80% of the revenue (or customer profitability) 

• B customers: middle 15% of the revenue (or customer profitability)  

• C customers: last 5% of the revenue (or customer profitability) 
The customized pyramid with the accompanying data for Plantronics as showed in Figure 16 
is obtained after the application of the criteria.   
 
 
 
 
 
 
 
 
 
 
 
 
Figure 16 Customized pyramid Plantronics with data active customers FY09 

 
Besides the categorization on revenue or profitability, there probably has to be made a 
distinction between product groups. The following paragraph goes into this difference.  
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5.5 Product categories 

As mentioned in the second chapter, there is a difference between the product groups 
Plantronics offers, which is mainly caused by the COGS per product category. To illustrate 
the effect of the variation between categories, two ABC classifications are compared. The 
first is the classification on revenue, the second on gross margin (revenues – rebates – 
COGS). When those two are compared, some shifts in the classifications are observed, as 
illustrated in Figure 17. The percentages shifted are shown in the matrix on the right side of 
the figure. 
 
 
 
 
 
 
 
 
 
 
 
 

Figure 17 Shift in classifications from revenue to gross margin 

 
And indeed, after investigations, the main reason for the shifts turned out to be caused by the 
high difference between the COGS of the different product categories. M&E Business 
partners, with relative high COGS, transferred to a lower category and B2B partners mainly 
shifted upwards. Examples of companies shifted can be found in appendix 1.  
 
A closer look is taken upon this phenomenon by setting up an example to demonstrate the 
difference between product categories. Shipments of two different product (the Cs60, a 
typical B2B product and the VOYAGER520, a typical M&E product) to Berlin are analyzed. 
The three possible shipment sizes are taken into account: single product (1 pcs.), a carton (12 
pcs.) and a pallet. The two graphs in Figure 18 illustrate the significant difference between the 
share of the transportation and outbound cost relatively to gross margin. 
 
 
 
 
 
 
 
 
 
 
 
 
 
Figure 18 Different cost share of a B2B and a M&E product 

 
With the example and the shifts in mind, a clear distinction between the following categories 
is made for the research: 

- BP’s only ordering B2B products 
- BP’s ordering a combination of B2B and M&E products 
- BP’s with only M&E products 
- BP’s of the Altec Lansing brand 
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6 Cost-to-serve analysis: current value 
Previous two chapters already explained the concept of customer value and the differences 
between customers. In this chapter the current value of the business partners of Plantronics is 
determined by allocating cost and subtracting it from the revenue of specific partners. 
Because of the fact that this is the first time a current value analysis is executed, not all cost 
can be directly allocated and assumptions have to be made. All assumptions and steps taken 
are described in this chapter, which leads to the determination of the current value per 
business partner. 

6.1 Introduction 

The goal of the current value analysis is to get insight in the cost to serve the business partners 
of Plantronics EMEA. The results will be the input parameters for the developments of the 
different service concepts and as one of the key segmentation variables.  
 
Besides for the development of the service concepts, the gained information will serve in 
order to meet other goals simultaneously. The goals are revenue management, managing risk 
and strategic positioning, as already elaborated upon in the fourth chapter. Insight in the cost-
to-serve business partners can help with revenue management by highlighting opportunities 
on the areas of cross-selling and up-selling or helping the customer grow. While working on 
this issue, the potential value of a customer should also be taken into account. Risk 
management can be served by insights supplied with respect to the vulnerability and level of 
dependency within the customer base. An example here could be that, in a situation of a high 
level of dependency (Plantronics would be dependent of a small proportion of the customer 
base), the company should focus on loss making customers in order to make them profitable 
again to decrease the risk of dependency. At last, the results of the analysis can be of valuable 
input for strategic positioning of Plantronics. When the company is aware of which segments 
or product groups guarantee highest profits, it could focus on the potentials in these target 
groups in the customer portfolio. An example is that it would be better for Plantronics to start 
putting emphasis on acquiring or maintaining relations in the B2B category, because of the 
fact that these customers are most profitable. 
 
The starting point for the analysis is the revenue each customer generated in FY09. All 
relevant cost are included and the way in which they are used or allocated is explained in this 
chapter. It is the first time for Plantronics EMEA that a detailed cost analysis is performed 
and the results of the study of van Raaij (2003) have to be admitted; “part of the challenge is 
to collect these data from disparate databases within the firm, other challenges are to set up 
new procedures for data that have never been collected and a case study may well discover 
that current databases do not cater for an accurate allocation of technical service or logistical 
cost”. Therefore, all data gathered in the analysis, which is not directly traceable to a specific 
customer, is allocated in a way to get as close to reality as possible. Because of the difficulties 
of combining a part of the logistical data for example, it would not be realistic to make 
estimations. Moreover, assumptions (and the trade-offs) are clearly stated in situations where 
allocation heuristics are used.  
 
This chapter aims at providing all the necessary data and other information by executing a 
cost-to-serve analysis to be able to work towards the objective of the research and to reach the 
goals, stated in literature, as shortly illuminated in this paragraph. All information gathered 
will be ordered in the so-called “Cost-to-serve dashboard” to which will be referred in cases 
of where to find the data.  
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6.2 Rebates 

After the revenue, the first aspects encountered are the rebates. The difference with normal 
price discounts at Plantronics is that the rebates can be seen as an extra contribution. Normal 
discounts are given on the list prices, which are specific for each customer, and are already 
subtracted before revenue comes in. These discounts are not considered, because of the 
complexity of the discount structure; the discount of an average business partner consists of 
more than ten distinct criteria and cannot be reduced to one percentage of revenue for 
example. The rebates that are considered are volume discounts, marketing funds and demand 
generating fund (DGF), which need to be granted after the agreements are met. 

Volume & Target discounts 

Actual sales information is used to determine the volume discount per customer, which is 
immediately given when an order is placed. At the end of a fiscal period, the financial 
department checks the results and determines whether the customer deserved the volume 
discount or not. If not, the given discount is reclaimed. The same holds true for the target 
discounts, though those targets are set ambitious to stimulate customers to increase their sales. 
Both discounts are included in the analysis under the header “Volume discount and Funding 
Marketing Activities” in the cost-to-serve dashboard. 

Marketing funds 

Agreements with respect to marketing activities, executed by the partners of Plantronics, are 
made and go under the term PMA (Plantronics Marketing Activity). The effort put into these 
activities is compensated for by Plantronics by releasing MDF’s, Marketing Demand Funds, 
which is also included in the “Volume discount and Funding Marketing Activities” discount, 
together with the two aforementioned rebates.  

Demand generating fund (DGF) 

The last rebate were a customer could become eligible for is the DGF. This rebate is not 
included in the previous discount header and needs to be claimed specifically by the 
customer, after proving that extra effort is put into merchandising or advertisement. It is 
included in the analysis under a specific category, DGF.  

6.3 Cost of Goods Sold (COGS) 

Net sales are left after the rebates are subtracted from the gross sales. Now the cost of goods 
sold (COGS) have to be subtracted to determine the gross margin per customer. The 
production facilities are owned by Plantronics, but because of the fact that Plantronics EMEA 
needs to be charged for the cost of production, all cost are allocated to the products and are 
represented by the COGS. The COGS are considered as being the total cost of material, 
supply chain cost, production and shipment cost, until the products leave either Mexico or 
China. From the moment the products leave Mexico or China, Plantronics EMEA becomes 
responsible for the associated transportation cost.  
 
The difference between the product groups has already been discussed in the previous 
chapter. The cost of goods sold are taken into account per customer in a specific category in 
the analysis. 

6.4 Business Partner Support 
The function of this department is the entry of orders for the business partners of Plantronics, 
which brings along activities like stock checking, monitoring order status, physical order 
entry, confirming etc. For product related questions, the business partners (or customers) are 
referred to the technical support department. In this paragraph, a cost allocation method is 
developed to determine the cost each customer caused over FY09.  
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Costs to serve are determined by customer behaviour (Ryals 2002a, b). Even the most 
sophisticated approaches to customer lifetime value calculation have treated these costs as 
allocatable proportional to sales volume or value (e.g., Berger and Nasr 1998; Mulhern 1999). 
However, allocating costs in this way makes the assumption that all customers buying the 
same combination of goods and services cost the same to serve (Ryals 2002b), whereas some 
customers may be far more costly to serve than others (Bolen and Davis 1997; Cooper and 
Kaplan 1991; Niraj, Gupta, and Narasimhan 2001). Activity-based costing can be used to 
determine the appropriate allocation to customers of costs to serve (Cooper and Kaplan 1991). 
For the BPS department, the customer-specific costs to serve (CtS) where calculated as a 
function of the number of orders and order lines placed during FY09. The reason for this type 
of cost allocation is that the time spent on a customer is driven by the numbers of orders and 
order lines, and not by the physical quantity or the size of the order (Ryals, 2005).  
 
To get insight in the total time, and thus cost, spent per order and order line, all activities that 
need to be executed by representatives from the BPS department are mapped. These activities 
are divided into three groups; pre-order, order, and post-order activities. Within these groups, 
the differentiation is made between standard activities, which need to be performed at every 
order, and additional activities, which need to be performed occasionally. The times of the 
additional activities are larger in reality, but a weighted average per order is used. The results 
are shown in Table 6. 
 
 
 
 
 
 
 
 
Table 6 Process times of orders at the Business Partner Support department  

 
When looking at the activities mentioned in the table, two types of times per activity can be 
distinguished; fixed and variable order times. The fixed order times are involved with every 
order placed, the variable times per order depend on the number of order lines. The distinction 
is illustrated in the next Table 7. 
 
 
 
 
 
Table 7 Fixed and variable times per order 

 
Now a formula for the pressure an order puts on the BPS department can be determined. The 
formula is expressed in time, which can easily be replaced by an economic dollar value ($). 
When we know the number of orders and the number of order lines a customer placed during 
a specific time period, the time pressure, caused by that specific customer, can be calculated 
with the following formula: 
 

Order entry Lines = 5  #O + 1  #OT i i  

 
Where: 

T  = Time to process an order in minutes 
O = Orders 
OLines  = Order lines  
 

Pre-order 1 min

Order 3 min

Post-order 1 min

TOTAL FIXED TIME 5 min

Fixed times per order:
Pre-order 0 min

Order 1 * # order lines min

Post-order 0 min

TOTAL FIXED TIME 1 * # order lines min

Variable times per order:

Activity Time (min)* Activity Time (min)* Activity Time (min)*
Scanning incoming order 0.5 Order input: Confirmation order 0.5

» Header: order 3 Automatic invoicing 0

» Lines: order line 1

Stock check 0.35 Rescheduling 0.25

Error in processing 0.15 Corrections 0.25

* Times are based on an average per order

Pre-order Order Post-order

Standard activities

Additional activities
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It is assumed that the time spent on orders with respect to Reversed Logistics (RMA's) and 
Credits, both part of the post-order process, have an insignificant effect on the total process 
time and is therefore left outside consideration.  

Validation of the formula 

To be sure that the formula is a decent representation of the time spent to handle orders, the 
results are discussed with all representatives separately. A careful look was taken at each step 
in the table and the times in the table where approved by every single one of them. Thus, the 
times spent per action, given in the activity table are a good representation of the time spent in 
reality. The general conclusion is that the formula is a good estimate of the average process 
time per order. Entering order lines was expected to take even a little less than one minute, 
certainly not more, so the time allocation is rather generous than insufficient. 

6.4.1 Occupation rate 

To calculate the occupation rate of the department over FY09, the total time available during 
that period needs to be determined. The workforce consists of fourteen employees of whom 
three are working part-time. For the calculation the salary of the BPS manager is excluded. 
The managers’ task is to lead the department and because order entry, as considered here, is 
not part the function, adding a managerial salary would cause a bias in the result. The 
calculation of the total time available is exposed in appendix 2. The result of this calculation 
is that the total time available at the BPS department in FY09 was equal to 1,421,640 minutes.  
 
The total number of orders and order lines placed in FY09 are gathered now. These figures 
include all orders placed by active as well as inactive customers. As is shown in table 8, the 
total orders placed are equal to 20.904 and the total number of order lines placed is equal to 
103.742. These numbers serve as input for the aforementioned formula and results in a total 
order entry time of 208.262 minutes over FY09.  
 
 
 
 
 
Table 8 Total numbers of orders and order lines placed in FY09 

 
Now the percentage of time spent at the BPS department on order entry, the occupation rate, 
can be calculated as follows: 
 

Order entry

208.262
T  =  = 14,65%  15%

1.421.640
≈  

 
Order entry is the main task for people and it can be concluded that an occupation rate of 15% 
is rather low. According to the manager, the remaining time is mostly spent on mailings (The 
manager is aware of the fact that employees cannot be 100% effective). There is certainly 
room for improvement with respect to the order entrance inside Plantronics EMEA. 

6.4.2 Cost allocation per partner 

The order entry times are known, but to use the information in the cost-to-serve analysis, the 
cost of order entry also needs to be included. The number of orders and order lines per partner  
is known and the total time spent per customer can easily be calculated. The next step is to 
translate the time into a monetary value. On average, people working fulltime on the BPS 
department are costing Plantronics $46.500.- per year. These are the total cost including 
bonus, income tax, pension and medical costs. In appendix 2, the cost per minute is calculated 
in order to translate working time into a monetary value. The result is that the cost per minute 
are equal to $0,4305. When the formula is filled in and the times are translated into dollars for 

FY09 Nr. Orders Nr. Order lines

Q1 & Q2 10438 51672

Q3 & Q4 10466 52070

Total: 20904 103742
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each customer, the cost can be allocated per customer. The only problem is that only 15% of 
the cost made are allocated, therefore the following assumption is made; the total cost per 
business partner can be extrapolated from the figures acquired with the times spent per order 
and order line to cover total cost.   
 
With this assumption in mind, all the cost of BPS can be taken into account. Otherwise, the 
other 85% would not be considered. By making this assumption, 100% of the cost of BPS can 
be allocated to individual customers. However, it has to be mentioned that the amount 
allocated resulting from order entry is relatively small compared to the revenue numbers. 
Because of this, the pressure placed on the BPS department will not have large influences on 
the ranking in the end. 

6.4.3 Wrap up BPS 

At present, all customers get the same treatment and there is no clear distinction between 
them. Part of the research objective is to look at the opportunity to reallocate the resources of 
this department in order to serve important partners in a more decent way than the ones who 
hardly generate revenue. Decent means that important customers do never have to wait for a 
representative to respond or an important partner from France will always be answered in 
French, while others only receive information in English. The information obtained in this 
paragraph can be used to make the first step into a new way for Plantronics of delivering the 
order entry service. The low occupation rate generates the feeling that there is a considerable 
space for improvement. The introduction of an online ordering system for all or a part of the 
customer base could be an option and will be considered in the recommendations of this 
research.  

6.5 Logistics 

As already explained in paragraph 2.3.3, the logistical activities of Plantronics EMEA are 
mainly outsourced to Rhenus Logistics who charges Plantronics for their activities. Table 9 
includes the cost drivers (activities performed by Rhenus), with their total cost over FY09 and 
the accompanying proportion of the total logistical cost.  
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Table 9 Cost drivers logistics FY09 

 
In an ideal situation, all costs generated by their associated cost driver could be traced back to 
the business partner of Plantronics who generated the cost. With the current agreements 
between Rhenus and Plantronics, this is hardly possible. The reason is that all cost in a 
specific category are brought together and invoiced as one amount at the end of a specific 
time period. This makes allocation of specific cost drivers a difficult and complex matter. 
Reasons are; different sizes of the SKU’s, attendance of internal orders, sales samples, service 
orders, reversed logistics, emergency shipments (which raise cost rapidly) and stock rotations 
e.g.  

Cost driver Total cost ($) Percentage

Air freight in 1.698.160 16,1%

Ocean freight in 836.767 7,9%

Duties 692.248 6,5%

Inbound handling 263.334 2,5%

Storage 474.301 4,5%

PTO 2.776.690 26,3%

Outbound handling 1.336.164 12,6%

DPD/DHL/UPS 363.665 3,4%

Road transport 2.026.756 19,2%

Air transport 69.492 0,7%

Others 33.652 0,3%

TOTAL 10.571.229 100%
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For this reason, several cost driving activities cannot be allocated directly to the business 
partners. In this paragraph, outbound handling and road transportation are analysed and 
allocated. The other cost illustrated in Table 9 are also taken into account in the cost to serve 
analysis. These other cost (air freight, ocean freight, duties, inbound handling, storage and 
other) are spread out over all business partners, proportional to the revenue they generated. 
This is done in order to obtain an improved view on the profitability of the partners of 
Plantronics.  
 
The PTO line could have been off interest because of the high share of the total logistical cost, 
but the line in Etten-Leur is closed and moved to China, as mentioned before. Now the cost 
generated by the PTO line are not falling under the wings of the EMEA division and can be 
left outside consideration. 

6.5.1 Allocation outbound handling 

The outbound handling concerns the picking process in the warehouse. When an order with a 
number of order lines comes in, the products need to be picked by the floor personnel. The 
time it takes a person to pick a specific product is more dependent of the route to the pallet 
location than the number of products in the order line (driving the forklift to a picking 
location, take the pallet out of the shelves, pick the products, place back the pallet and drive 
back). Therefore, it can be stated that the number of products in an order line is of underlying 
importance. It is assumed that the total number of orders, in combination with the 
accompanying order lines, generate the total picking cost during a period. Which allocation 
rule exactly will be used is determined follows later. The total figures for FY09 are known 
and can directly be related to the customers. This, in its turn, can be used to determine the 
proportion of picking cost allocated per customer. Only service orders are not considered 
when an allocation rule, based on orders and order lines, is used. Consequently, first the 
service orders are analysed separately to conclude whether to in- or exclude them from the 
calculations.  

Service orders 

Service orders are orders placed by end users in case they encounter a problem with a product 
or a part of a product. The products need to be replaced in this situation and are put aside as 
service orders. To determine the share of this type of orders, the last month of FY09 is 
analyzed, which was pointed out by logistics as being a normal period and so a good 
representation for the whole year. 
 
The results of the analysis of week 10 until 13 (the last month of FY09) are captured in Table 
10. First the total quantities are shown compared with the number of service orders. Then the 
way in which the service orders are picked is shown under the column “service orders”.  The 
same is done for the total picks and the service totals are expressed in euros to be able to 
compare them. 
 
 
 
 
 
 
 
 
Table 10 Picking analysis of service orders 

 
Table 11 shows that 7% of the average picking cost are caused by the service orders. It is 
assumed that the 7% is a representative number for the whole fiscal year. For that reason, the 
total cost of outbound need to be subtracted with 7% when it comes to allocation to the 
business partners.  

Total
Service 

orders
Others

Pcs. 

Picks

Carton 

picks
€ Pallet Carton Pieces Pallet Carton Pieces Total

Week 10 182,233 572 181,661 568 7 943 74 4,891 5,471 299 8,021 8,972 17,293

Week 11 109,295 1,151 108,144 935 18 1,563 42 5,113 7,212 170 8,385 11,828 20,383

Week 12 77,218 962 76,256 878 7 1,451 132 3,964 6,631 533 6,501 10,875 17,909

Week 13 118,513 1,247 117,266 707 45 1,233 293 5,048 5,773 1,184 8,279 9,468 18,930

Quantities picked (products) Service orders Total picks Total picking cost (€)
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Table 11 Percentage service orders of total picking cost per week 

 
The next step is to select an appropriate allocation heuristic for the picking cost per partner. 
Orders and order lines will be the input for the allocation. How exactly has to be investigated 
by choosing between the following three allocation possibilities: 

1. # orders  
2. # order lines 
3. A combination of the # orders and # order lines 

All three possibilities have been worked out to allocate picking cost to each specific customer. 
It immediately became clear that the third situation is not suitable. By charging for both 
orders and lines, BP’s with many small orders (like Siemens and Deutsche Telekom) were 
overloaded with cost. When using the number of orders as the guideline, large customers were 
charged only a fraction of the real cost they caused. Small customers on the other hand were 
overcharged. By using order lines as the driver of the picking cost, both companies who 
placed large order quantities and violators2 like Siemens and Deutsche Telekom are charged 
sufficiently with respect to the estimated expenses by the logistical department. This 
allocation rule is used in the cost-to-serve analysis. Assumptions made are: 

• Order lines of inactive customers have to be taken into account, hence cost generated 
by them do not have to be allocated to active customers. 

• Service picks have a significant influence and therefore 7% of service picking cost 
needs to be subtracted from the total before allocation. 

• Internal order picks are negligible, because either the size is large (internal shipment) 
or it concerns only several products (Plantronics customer shop e.g.). 

Real cost and room for improvement 

Rhenus charges Plantronics for the outbound handling by the size and the number of picks to 
be executed. Because Rhenus works with different shipping locations and not with customers, 
like Plantronics does in her system, cost cannot be brought back to the customers as in the 
analysis. The types of picks and al relevant picking information of FY09 is shown in Table 12 
(be aware of the fact that the monetary values are in Euros).  
 
 
 
 
 
 
Table 12 All relevant picking information and cost (in €) of FY09 

 
It turned out that almost 60% of the picks are commercial carton (piece) picks, which in its 
turn represent almost 59% of the outbound handling cost of FY09. This shows that there is 
definitely room for improvement and one could start thinking about introducing MOQ 
(Minimum Order Quantities) or multiples of the MOQ for specific groups of customers. 

                                                      
2
 Violators are the companies that only place orders of one or two products at a time, which brings 

along extreme high cost with respect to logistics. 

Week Service orders (€) % of total cost

Week 10 943 5.5%

Week 11 1563 7.7%

Week 12 1451 8.1%

Week 13 1233 6.5%

AVERAGE 1298 7.0%

Pick type Size Cost (€) Total picks FY09 Cost (€) % of picks % of cost

Pallets Dependent on pallet 4,04 4.018 16.233        0,6% 1,5%

Master carton 1 box (12 pieces) 1,64 255.005 418.208      40,1% 39,7%

Commercial carton 1 piece 1,64 350.514 574.843      59,3% 58,8%

TOTAL: 609.537 1.009.284   100,0% 100,0%
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6.5.2 Transportation 

On this area, the same allocation problem is encountered as with the allocation of outbound 
handling; Rhenus did not register the expenses generated per customer. Fortunately, people 
from the logistical department of Plantronics kept track of the transportation cost since the 
end of FY09, dedicated to the specific business partners (not to a postal code as Rhenus did). 
For that reason, the last four weeks of FY09 (week 10 until 13) could be evaluated to make an 
estimation for the total transportation cost of the considered fiscal year. The data recorded by 
logistics is subdivided by road shipments and DPD shipments (of which a minor percentage is 
sent by DHL or UPS). 

Road shipments 

When discussing road shipments, the orders sent by truck are considered. These trucking cost 
take care 19.2 % of the total logistical expenses in FY09 and is the largest cost driver for 
Plantronics (PTO not considered). Until lately, each country had its own fixed shipping dates 
(each day, twice a week e.g.) and each customer that placed an order was served on the first 
following date a truck left. Appendix 3 shows these old shipping frequencies per country per 
region. At present, shipping frequencies are reduced, mostly to once a week per country, 
except for the largest customers. The goal of the reduction is of course the realization of cost 
reductions. It has to be mentioned that the cost used in the analysis are still based on the old 
shipping frequencies. This enables the possibility to calculate differences later on.  
 
The trucking cost for week 10 until 13 were registered per business partner. Average cost per 
week where calculated and multiplied by 50 in order to get an estimate of the total trucking 
cost per business partner over FY09. Those estimates are included in the analysis. 

DPD shipments 

The parcel service of DPD is used to send small orders throughout Europe. Employees of 
Rhenus decide between sending it by truck or DPD service, dependent of the cost. As already 
mentioned, a small portion of the packages sent by parcel service is contracted out to DHL or 
UPS, the rest is done by DPD. Around 60% of the DPD shipments go to BP’s, the other 40% 
are mainly samples to sales people or potential new customers. Cost of DPD over FY09 were 
representing 3,4 percent of the total logistical cost, and can be labeled as being a rather small 
cost driver. Here the same way to come to an estimate is used as with the road shipments and 
the results are included in the analysis.  
 
Striking is that several business partners, ranging from large to small, have no logistical cost 
assigned. The explanation for this, at first glance strange observation, is that agreements 
where made with respect to logistics. Those partners are arranging their own transportations 
with the result of getting an extra discount for example.  
 
Finally, after both allocations had been included in the analysis, total cost where compared 
with the ‘real’ accounting figures from finance. The results correspond well with the real 
numbers and it can be concluded that both allocations are decent.  

6.6 Sales organisation 

Sales is no part of the operations department and at first sight not part of the thesis project. 
Since cost of sales are a significant part of the total cost-to-serve a customer, a closer look is 
taken at the structure and composition. Again, allocation rules are setup to handover the 
possibility to include cost of sales in the model.  The sales force consists of 51 persons 
scattered over the five regions, exclusive the five aforementioned RGM’s. Figure 19 
illustrates the distribution of those people over the regions and their accompanying segment.  
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Figure 19 Sales force and dedication 

 
Literature suggests measuring the number of sales visits per customer over a period, and then 
links this to a dollar value. Sales people should keep track of their visits and time spending, 
but the information could not be extracted from the system of Plantronics. With this in mind, 
allocations have to be made by region in order to give a decent representation of reality. The 
average salary of a sales representative amounts to $ 125.000,- per year (inclusive: bonus, 
income tax, pension and medical costs). Adding the wages of the RGM’s would cause a large 
increase in the total cost and are not taken into account. 
 
First, the cost per region is determined and than the manner of allocation has to be chosen. 
After discussion with the management, three possibilities where investigated: 

1. Allocation based on revenue 
2. Allocation based on # of orders 
3. Allocation based on gross margin 

Allocation of the cost of the sales force based on revenue and gross margin turned out to 
cause high variations between customers. Large customers are overcharged and the smallest 
customers hardly get charged anything. When taking the # of orders placed over FY09 as the 
guideline, the extreme values where flattened out and it is therefore the best predictor out of 
three investigated. 
 
It seems obvious to take sales along in the analysis, but after interviews with recognised sales 
people, it has been decided not to focus on the sales figures in the results of this analysis. 
Though excluded, marginal comments can be place placed by the reason driving the decision. 
One thing is obvious; when the size of the costs of sales per region are compared with the 
revenues generated per region, investments in sales force do not seem to be in line with the 
accompanying gains over the different sales regions. 

6.7 Miscellaneous aspects 

Until now, the main aspects of the research have been discussed extensively, but there are still 
some essential facets to be considered. This paragraph is dedicated to those remaining facets, 
which are also included in the analysis. 

Active – inactive customer 

Schmittlein and Peterson (1994) have developed methods to calculate the probability of a 
customer being an active customer, based on recency and frequency of purchase. Van Raaij 
(2005) proposes a simpler approach to define active customers as all customers that have 
interacted with the company during a specific period. The last method is used for this 
research. When there had been an interaction in the last six months of FY09, the customer is 
added to the analysis as being active.  
 

Region Segment # employees

B2B 3

M&E 2

B2B 9.5

M&E 1.5

B2B 1.5

M&E 1.5

B2B 13.5

M&E 2.5

B2B 14.4

M&E 1.6

Total: 51
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A remarkable observation was that the BP (Business Partner) distribution list, which serves as 
the key to assign employees inside BPS to business partners, was far from up to date. This 
resulted in the fact that BP’s who were out of business (inactive customers) were assigned to a 
representative at the BPS department. Around 40 inactive BP’s were still in the list as being 
active, which accounts for almost 15% of total customers. All of them have been excluded 
from the analysis.  

Dollar vs. Euro 

In this research, financial figures are mainly submitted in dollar values, unless explicitly 
stated. The reason is of course that Plantronics EMEA reports to the headquarters in 
California, USA. The major part of the revenue is generated in euros, pounds or other 
currencies and most of EMEA’s cost are made in euros. Therefore, all financial movements 
have to be converted into dollar values. The financial department uses an average month rate 
to convert the cost / revenues occurred during that period. In addition, the fact that exchange 
rates are always changing, has to be taken into account while comparing results in dollar 
values between different countries. One should be aware of this fact while comparing 
different regions with different currencies. Appendix 4 illustrates the dollar against euro value 
of FY09.   

Days of Sales Outstanding (DSO) 

DSO is the measure used to express the payment behaviour of the customers of Plantronics. 
Agreements with respect to the maximum DSO have been made with each customer, which 
are varying from prepaid up to a period of 120 days. This is called the net payment term and 
it’s obvious that the violation of these agreements could cost Plantronics considerable 
amounts of interest (think about negative balances of more than hundredth thousands of 
dollars with large customers) The DSO is calculated by the following formula: 
 

 

Balance

Revenue 

Nr. days

Customer XDSO =

 
 
 

 

 
Balance stands for debt balance exclusive VAT. The data is examined on outliers, which are 
replaced by the mean. There are months in which the debt balance is rather high, which could 
cause a distorted view when considering the average DSO over a whole year. Those outliers 
were also replaced by the mean to prevent the occurrence of extreme and unrealistic values. 
Also negative values, for example caused by the collection of a bill in a month when BP X 
places no orders, where deleted from the list. 
 
Customers with high differences (negative to Plantronics) between the net payment term and 
the average DSO, could be confronted with their paying behaviour. This might influence their 
current view on the payment of procurements and change their behaviour.   

Length of relationship 

Especially when considering future potential (the next chapter goes into this), the length of 
relationship can be a considerable parameter in decision making. A new or relatively new 
customer should probably not be punished for the extra work or low revenue he generates. 
The length of the relationship with the current BP’s is determined by the year in which they 
placed their first order. It has been decided to make the distinction between three categories in 
which all customers can be placed, namely:  

1. 0 – 2 years  
2. 2 – 4 years 
3. > 4 years 
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6.8 Reliability, validity and accuracy of the research  

Reliability and validity is an important concept in research. Reliability considers the extent to 
which the measurements of a research remain consistent, regardless of who does the 
measuring. Validity refers to how well a study, a procedure, or a measure does what it is 
supposed to do (Graziano & Raulin, 2007). With the detailed description of how all results 
were obtained, noteworthy problems with respect to validity and reliability of the research are 
not expected to be encountered. The exercise was the first experience of Plantronics with the 
gathering of all the detailed information per customer. Ward and Ryals (2001) suggest that the 
most effective approach for attaining accurate valuations of customer relationships is an 
iterative approach in which the customer profitability model is progressively implemented in 
the organization. This means that, with each cycle, the model is to be improved until the 
calculations are sufficiently accurate. For Plantronics, there certainly is room to achieve 
accuracy improvements in next iterative cycles. The way in which this can be achieved will 
be discussed in the conclusion of the research. 

6.9 Conclusions 
All data relevant for this research is gathered and the calculations for allocation purposes have 
been executed. The current value per customer needs to be quantified in order to illustrate the 
differences between business partners, which is done by a net present value approach. 
Revenues over FY09 are the starting  point for this analysis and all cash flows directly related 
to customers are subtracted: rebates, COGS, order intake, outbound handling, transportation, 
to come to the net margin. Of course all other cost made by Plantronics (as they appear on the 
financial balance of FY09), which could not be directly allocated, are included in the analysis. 
Revenue per partner is used to proportionally allocate these costs to the partners. Included are: 
cost of sales, other operational cost, engineering cost, general and administrative cost and 
standard cost. Now all costs are taken into account and the earning before interest and taxes 
(EBIT) is left over. The profitability curve (or Stobachoff curve) for Plantronics is shown in 
Figure 20. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Figure 20 Stobachoff curve Plantronics 

 
The profitability curve shows that this is a rather low risk situation. The subsidising effect is 
low and there is an average level of dependence (see paragraph 4.4.1 for more detailed 
information about the terms used). However, there is room for improvement because there are 
a number of unprofitable BP’s. The list with those unprofitable partners should be considered 
carefully because of all the assumptions made with respect to the allocation of cost. The 



 Master thesis by J.A.H. van den Boomen 

- 36 - 

allocation process needs to be improved in the future to obtain a view that comes closer to 
reality. For this reason, the list with unprofitable BP’s is excluded in this report.  
 
To organize all the information, a cost-to-serve dashboard is introduced (as mentioned 
earlier). The dashboard is illustrated in appendix 5. Besides the financial information, there 
are also non-financial aspects to be considered in the analysis. Those aspects are also included 
in the dashboard and are: sales region, product category, length of relationship, average DSO 
and net payment terms. The dashboard is a summary of all data and information gathered in 
this chapter. To get insight in all possible differences (geographical, product types and 
customer behaviour e.g.) within the customer base, data mining is performed on the 
incorporated data set.  
 
The result of the mining process is that there are clear differences between business partners 
and the cost-to-serve them, which are mainly caused by the following characteristics: 

- Sales region in which the partner do business 
- The main type of products acquired; B2B, B2B/M&E, M&E or Altec Lansing 
- Individual character of the partner; ordering frequencies, order and shipment sizes, 

shipping locations and paying behaviour 
- Differences between sizes of BP’s expressed by the ABC-rankings; on revenue, on 

gross margin or on net margin 
 
The largest difference between customers is caused by the different product categories. As 
concluded in paragraph 5.5, this is caused by the high differences between the COGS per 
category. Business partners from different product categories can, therefore, not be compared 
and should be distinguished with regard to the application of service concepts. The other 
characteristics have to be taken into account with the setup and allocation of the service 
concepts.  
 
The largest part of the research done until now has been of a quantitative nature. Business 
partners cannot solitarily be judged on these numbers and there are other aspects to consider. 
Therefore, a qualitative look on future potential will be outlined in the next chapter.  
 
 



 Master thesis by J.A.H. van den Boomen 

- 37 - 

7 Potential value 
The previous chapter primarily discussed the quantitative aspect of customer value. Here the 
view on the value a customer has to Plantronics will be expanded with several qualitative 
aspects. Until now, only the customer pyramid segmentation is used, extended with the 
differences between business partners as described in the conclusion of chapter six. The 
reason that decisions should not be based on these conclusions alone is shortly illuminated 
here. 
 
Using this pyramid and the theory behind it, strategies mainly focus on moving promising 
customers to the top of the pyramid and optimizing revenues from less promising customers 
by, for example, increasing prices or reducing costs (Rust, Zeithaml and Lemon, 2000). 
Although these strategies are useful, only using a customer’s current value as segmentation 
variable might lead to sub-optimal strategies. An example is a situation in which a customer 
belongs to a low value segment of the pyramid. Plantronics should now optimize revenues by 
cost reduction (lower service levels or marketing expenses) or increased pricing. However, 
when considering the potential value of this specific customer, it might indicate large cross-
selling or up-selling opportunities. Now the company should invest in this relation in order to 
capture a larger share of this potential value. The other way around would be a situation in 
which the customer already has reached the full potential and no new opportunities exist. 
Investments in this type of customers into higher tiers would be a waste of resources (Verhoef 
& Donkers, 2001).  

7.1 Types under consideration 

As already mentioned in paragraph 4.4, potential value for the business partners of 
Plantronics consists of network value, brand value and financial potential. These values and 
their relevant aspects are discussed in this paragraph, together with practical solutions in order 
to use the potential information with the allocation of service models.  

7.1.1 Network value 

Marketing that exploits the network value of customers, also known as virtual marketing, can 
be extremely effective. A customers’ network value means: the expected profit from sales to 
other customers she may influence to buy, the customers those may influence, and so on 
recursively (Domingos and Richardson, 2001). An often-used indicator is the number of 
referrals over a period, which is an objective measurement for the network value. Besides the 
number, the value of the referral could also be included. Bringing in several small partners is 
of course less valuable for Plantronics than bringing in one ‘big fish’. The difficulty is to 
quantify the network value of a customer. The value of the network does not stand-alone; it 
also depends on potential of the composition and the state of the entire network.  
 
The principal and benefits of bringing in new business partners is known inside Plantronics, 
but no historical information is available about this subject. The easiest way to start with 
quantifications is to keep track of the number of referrals from now on and include the data in 
future estimations.  
 
The market in which Plantronics is active is not the most sensitive one for attuning marketing 
strategies based on the network value. Especially when it is compared with the markets of 
Hotmail or ICQ messenger services for example. Those companies were much more 
successful than expected, because of the snowball effect caused by the high network value of 
its users. 
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7.1.2 Brand value 

The brand value is the value a business partner of Plantronics has as a marketing instrument. 
Those partners enforce the brand and are of value to Plantronics because they might attract or 
retain other customers. An example, as already mentioned in the fourth chapter, is Vodafone. 
Vodafone is an expensive customer to serve and, at the same time, large amounts of 
marketing funds are released to further improve the relationship. The hidden motive is that 
when a leading telecom provider as Vodafone uses the products of Plantronics, it can be seen 
as the proof of quality and as a fine marketing tool.  

7.1.3 Financial potential 

When regarding financial potential, two different types of the potential have to be considered. 
The first concerns the maintenance of high current value customers, the second concerns the 
potential of the existing customer with respect to its future status.  
 
Prolonging the high value of a business partner, or further extend it, will probably be easier 
than guiding a low value customer to the top. These types of customers will most probably be 
subject to the best service delivered by Plantronics, but it may not be forgotten that extra 
efforts can be put into those accounts to ensure sales or to realize additional improvements. 
Sales people stimulating cross- and up-selling could be an example of these increased efforts 
for high value business partners.  
  
The second aspect considers the future status of the business partner. The aspect directly 
places emphasis on the possibilities of growth for specific business partners. A partner, 
currently positioned in the C category, can have the potential to grow. The potential growth 
could easily be restricted by delivering low services to those high potentials, which of course 
should be prevented. Again, tangible and intangible aspects need to be considered to be able 
to judge about this issue. A tangible measure could be the length of the relationship, which 
was therefore included in the previous chapter. Probably more effort should be put in a 
relative new relationship (from the C category) than into a partner that is already with 
Plantronics for a long time, and still can be found in the lowest category. An intangible 
example would be the case that the region and the accompanying market of the business 
partner show high potential, which could be the trigger to increase efforts. Again, people from 
sales have to be involved by making these decisions. 

7.2 Subjectivity of potential value 

What becomes clear, with respect to the potential value of customers, is that the value is 
highly dependent of intangible information, which needs to be gained from account managers 
and sales people. Therefore, the subjectivity of the results always has to be considered.  
 
People from sales have built up relationships with customers over time and their bonuses or a 
major part of their income is dependent of the performance of their customers. A logical result 
is that the best decision could be in conflict with the personal interests of the person in 
question. Therefore, it has to be assumed that not all judgments are fair. To make sure that 
they make their judgments in a fair way, customers need to be monitored over a pre-specified 
time span. A year could be taken to monitor the effect of the increased efforts. Whenever it 
appears that the partner, after a period, did not realize the expected growth, several things 
could have gone wrong. Or the estimation was too ambitious or the efforts put into practice 
were simply insufficient.  By comparing the estimates with the results continuously, the 
aspects of potential value can probably be controlled to a large extend.  

7.3 Application of potential value 

Plantronics currently considers brand value in their decision making process and should 
continue using this principle. Network value is more difficult to include because the effect is 
difficult to estimate. Though numbers of referrals is used in several industries as an objective 
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measure, the applicability of this measure for Plantronics is questionable. Again, monitoring 
the effects of the aspect of potential value could give an answer to this question. Financial 
potential is a more important value to consider. Although a customer has a very high value to 
the company, it could be subject to improper marketing strategies. For this reason, attention 
should be paid to the possibility of customer retention (Hwang et al., 2004). What can be 
learnt from this is that continues effort should be put into the prolongation of valuable 
customers.  
 
Future potential will always be a subjective measure. To be able to get a true ranking on the 
potential value of customers, people from sales have to be included in decision making. 
Monitoring estimated gains with the real results could minimize the risk of unfair judgments 
by raters with personal interests.  
 
The different aspects of potential value described in this chapter can definitely be used in 
decision making with respect to additional efforts to be put into specific business partners of 
Plantronics. The presence of the risk of not being able to differentiate between high and low 
potentials is always there. This has been discussed with management and a possible solution 
would be to make use of a “forced ranking method”. The method forces the judge to classify 
individual participants in contrast with others. In this case, the people from sales are splitting 
up the ‘problem groups’ with the forced decision to place them in a ranking with the values of 
others in mind. This ranking can be based on all aspects and the relative potentials need to be 
used to come to a conclusion. 
 
Finally, it is important to consider cross-selling and up-selling opportunities with respect to 
future potential. In particular, cross selling opportunities need to be taken into account to 
evaluate customer value in the wireless communication industry since many ‘new’ profitable 
products are available for customers. Marketing strategies should be attuned in order to 
provide customers with cross-selling strategies.   
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REGION X

8 Design of the service concepts 
The current and potential value have been described and can be used to uncover the different 
target groups inside Plantronics EMEA. These differences lead to possible segmentations 
within the business partner group of the company in the first paragraph. When the 
segmentation is a fact, possible improvements are considered and three service concepts are 
constructed in order to serve the specific segments (second and third paragraph). The 
remainder of this chapter is dedicated to the allocation of the service concepts to the 
segments. 

8.1 Segments and target groups 

The previous two chapters have uncovered the differences and potential differences between 
the business partners of Plantronics. All significant differences have to be handled in order to 
make a useful segmentation. The current value analysis showed that different product 
categories cannot be compared and that there are also disparities between regions. When 
investigating the ABC segmentation of the business partners, it becomes clear that customers 
from different segments are absolutely not comparable. The segments to be developed need to 
leave space to include (and distinct between) all these characteristics causing the 
dissimilarities between partners, in order to apply services as specified as possible. 
 
Only segmentation variables based on the current value analysis are discussed up to this point, 
but there are also factors that are influencing the potential of a business partner (as described 
in chapter seven). Combining information on a customer’s potential value and a customer’s 
current value provides management with an opportunity to extend the “customer pyramid” 
segmentation. A two-by-two segmentation, as proposed in Figure 21, creates a better basis for 
customer specific strategies (P.C. Verhoef and B. Donkers, 2001). The four segments 
represent different service strategies. Note that this segmentation method can be fine-tuned by 
distinguishing more groups on each axis. 
 
 
 
 
 
 
 
 
 
Figure 21 Segmentation as proposed by Verhoef and Donkers (2001) 

 
 
 
The matrix, proposed by Verhoef and Donkers 
(2001), in which they combined the two types of 
value is used as a starting point for the 
segmentation of the BP’s. The matrix enables 
Plantronics to include the potential value of her 
business partners. The combination of the 
differences uncovered in the current value 
analysis and the aspects of potential value, 
resulted in the segmentation of Figure 22. 
 
 

 

 
Figure 22 Segmentation matrix for Business Partners Plantronics EMEA 
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In the first place, the matrix draws a distinction between the product categories to which 
business partners belong. Within these product categories, partners can be placed based on the 
ABC classification. To include potential value, high potential customers can be excluded, 
independent of their position in the pyramid. The last variable aspect included is the 
difference per region. The matrix can be designed in a regional specific way and regions 
which include familiar patterns can be taken together. Finally, specific service concepts can 
be applied to each cluster in the matrix.   
 
At first glance (3 ABC x 4 product category x 5 regions + the high potentials), more than 60 
target groups could be distinguished. The three service concepts that will be developed in this 
chapter will be allocated to those segments.  

8.1.1 Importance of the segments: Invest, Maintain or Divest 

Financial results of the partners are evaluated against each other and the differences between 
product categories are obvious. The B2B category has by far the highest profitability when 
comparing it to the profitability figures of the M&E and Altec product categories. On average 
the B2B/M&E category has a reasonable profitability, which is caused by impact of the high 
share of B2B products bought by the business partners from this category.  
 
At present, there is no clear strategy on what product type Plantronics will focus in the future 
or whether there will be a focus. This is an important aspect to consider when the 
differentiation between service concepts will be put into practice. The tradeoff needs to be 
made between investing, maintaining or divesting in specific BP’s or product categories. 
Lower services for C segments (divesting), generates funds to invest in the marketing of A 
segments for example. Maintaining a specific category places emphasis on retaining partners, 
not to help them with rebates or higher service in order to increase their sales. Because of the 
fact that Plantronics has no clear strategies, it is up to the company to decide on which 
category to concentrate with the allocation of service levels. The principle of invest, maintain 
and divest will be further explained in paragraph 9.1.  

8.2 Possible improvements 

During the analysis phase, several potential gains have been revealed, which can be taken into 
account with the setup of the service concepts. These are summarized and shortly cited in this 
paragraph. 
 
To reduce the time spent on customers by the business partner support team, online ordering 
could be introduced. When this is done for the partners out of the lower value segments, more 
time and thus resources are left to serve the more important segments to the business. The 
second brought to light in paragraph 6.5.1, in which the allocation of outbound handling is 
discussed, is the MOQ principle. Stressing the importance of ordering MOQ’s or multiples to 
business partner is a possible improvement which can have a significant influence on the 
picking cost. It could even be a solution to force low value customers to order MOQ 
multiples. A new strategy to handle service order picks could also be an improvement with 
respect to outbound handling.  

8.3 Service concepts 

At present, one type of logistical service per country is delivered with the exception of several 
large business partners. Previous two chapters proved that there are large differences with 
respect to the value business partners have to Plantronics. When looking at the proposed 
segmentation, based on the customer value pyramid, three distinct target groups scattered over 
all product categories are recognized; the A, B and C type of business partner. These three 
customer types serve as the base for the development of the new service concepts and can be 
applied over the entire range of clusters. These concepts are developed with an eye on both 
the needs of the customers in the three target groups as well as on the value the groups have to 
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Plantronics. Those service concepts can be placed into the segmentation matrix of the first 
paragraph. Table 13 contains all relevant aspects that need to be considered with the setup of 
the service models.  
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Table 13 Service concepts 

 
The aspects included in the service concepts that need explanation will be discussed here. The 
first is forecasting, what is already done in the form of production planning in which the 
largest product flows are considered. To enhance the quality and stability of the forecasts, 
CPFR (collaborative planning, forecasting and replenishment) can be applied to the largest 
BP’s. For Plantronics, this methodology integrates the most important members of the supply 
chain (A customers) with the objective to exchange internal information in order to provide 
reliable, longer term future views of demand in the supply chain (Fliedner, 2003).  
 
The second main aspect is ordering. Here the part from the objective of the research, the 
correct (re)allocation of resources, comes in. Service concept A delivers dedicated 
representatives to the most important partners and a shared rep. for the B category. Partners 
assigned to the third concept do not receive this personal service, and need to order via mail 
(and later online). Order taking is currently done by the BPS reps, but it is rather expensive to 
serve C customers with dedicated people. Also therefore, an online ordering program needs to 
be introduced in which the partners served by the C concept are placing their own orders (like 
ordering from a web shop). Concept B order via a FTP (File Transport Protocol) server which 
makes it easy to exchange ordering information. The BP’s served by the A concept have 
several choices, they can leave the order process to Plantronics (inventory management), 
order at their representative or make use of EDI (Electronic Data Interchange), which 
automatically processes the incoming orders in Oracle. Besides the difference in the way of 
ordering, also the frequency will be limited for the B and C concepts. As a final point, 
because of the fact that a considerable part of the operational cost is caused by small orders, 
order sizes are included. By putting emphasis on ordering cartons or MOQ multiples, 
Plantronics is able to avoid the large cost of picking and transportation.  
 
Then the logistical activities are considered. Transportation cost cover the largest part of 
operational expenses and by reducing delivery frequencies, major gains can be made. Another 
interesting aspect is the application of priority rules in case of shortages, as a part of global 
order promising (GOP). Currently, all partners can always place an order of any size, even in 
case of a possible stock out. Orders of important customers could be refused in this situation, 
while a small (C customer) just bought a major quantity. For this reason, priority rules will be 

Aspect Service Concept A Service Concept B Service Concept C

Forecasting

Production planning Collaborative planning Historical data None

Inventory management (CPFR) Plantronics + BP's None None

Ordering

Representative Dedicated Shared None

Order taking Customized or EDI Electronic Self ordering (online)

Order status Push: Customized or EDI Pull: Electronic (FTP) Pull: Self ordering (online)

Order frequency 2x per week Weekly Weekly

Order sizes Containers / Trucks / Pallets Pallets / MOQ multiples Cartons / MOQ multiples

Logistics

Frequency 2x per week Weekly Weekly or Monthly

Method Secure delivery incl. track & trace Secure delivery incl. track & trace Postal

Stock allocation priority (GOP) High Normal Low

Sales

Account manager Dedicated or assigned Shared None

Sales representative None Shared Limited # of visits

Discounts and DGF Invest Maintain Divest
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introduced in order to prevent the aforesaid phenomenon from happening. In appendix 6, a 
more detailed explanation of this principle can be found, illustrated with an example.   
 
Finally, the dedication of account managers and sales people is taken into account, together 
with the discounts and DGFs’. These aspects are obvious and need no further explanation.  

8.4 Allocation service concepts 

Now the service concepts are specified, they need to be allocated to the different segments. 
First the product category and their importance needs to be discussed and a decision has to be 
made to which extent effort will be put into the lower value segments. This can be done by 
region or by a group of comparable regions. When the relative importance per segment is 
ascribed, the service concepts can be allocated. Figure 23 shows an example of the three 
regions: UK & Ireland, DACH and BeneNord. Each region could have its own matrix in order 
to be as precise as possible, but the way of ascribing service concepts is to the management of 
Plantronics EMEA and to the involved people from sales.  
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Figure 23 Segmentation matrix including service concepts per segment 
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9 Evaluation SMD 
In this chapter the potential implementation of the SMD concept is evaluated. In the first 
paragraph “what-if” scenarios are developed to calculate and predict potential resource and 
cost reductions (divest). The released resources can be reinvested in activities that generate 
extra value to the business (invest). Then three strategies for the implementation of the service 
concepts are developed in the second paragraph. The third paragraph introduces the PM-tool, 
which can be used to distinct BP’s within specific categories (A, B or C). In the fourth 
paragraph the benefits and implications of the SMD concept are described. The remainder of 
this chapter introduces a priority matrix. This matrix can be used by Plantronics with the 
implementation of the SMD.  

9.1 “What-if” analysis: Divest, Maintain, Invest 

The development of “what-if” scenarios is done to calculate and predict potential resource 
and cost reductions for the new fiscal year (FY10). The performance of those “what-if” 
simulations is done to understand the impact of changing certain business dynamics. 
Whenever savings are realized, money becomes available to use somewhere else. With this 
idea in mind, divest, maintain and invest is proposed. Here the idea behind each category is 
explained and the actions to be executed are described in the remainder of this paragraph. 
Divest stands for all activities in line with the service concepts that are aiming at resource or 
cost reductions. Maintain are the activities to pursuit the middle segment of the customer base 
in order to keep those relationships and cash flows stable. Finally, invest stands for all 
activities generating extra value to Plantronics. The divestments can be used to stimulate 
marketing activities in underdeveloped regions for example. Now the potential actions are 
described per category. 

9.1.1 Opportunities to divest 

All cost reductions resulting from the opportunities to divest are estimates and should be 
considered carefully. Assumptions are made to come to those estimates and the results have 
been discussed with the involved persons inside the company. Plantronics must be aware of 
the fact that forward-looking calculations involve risks and uncertainties that may cause 
actual results to differ from the expectations. According to the calculations, around 
$1.368.500,- can be released with the incentives as stated in this paragraph. 
 
The first scenario is the consolidation of the sales orders of Plantronics. Rhenus did an 
analysis on all outbound orders for 1 month (October FY09) and found that Plantronics ships 
orders to the same customer at the same address several times a week. When the shipment 
frequencies would be reduced to once a week, purely looking at road freight shipments, an 
annual saving of $ 255.000,- can be achieved. The calculation is based on June – December 
FY09. The reduction of frequencies was carried out starting from May FY10, only large BP’s 
(A category) are delivered twice per week. Rhenus did the same exercise for the DPD 
shipments. They found that by having less shipments per week, order size will increase so 
shipments will become larger and will therefore be shipped by road freight (and not by DPD). 
According to Rhenus, maximum savings on this issue can mount up to $ 136.000,- per year. 
Side note is that due to Rhenus doing less DPD shipments, the volume discount may be 
cancelled and DPD may decide to raise the cost price. All service orders still need to be sent 
via DPD. Based on these reduction in transportation cost, $ 391.000,- can be saved. Essential 
to accomplish those savings is that order consolidation takes place at Plantronics, meaning 
that BP’s orders should be scheduled for one specific day of the week.  
 
In line with previous saving, savings on the outbound handling (picking) can be achieved as 
well. Having larger orders means larger order lines, which will decrease the number of piece 
picks. On this issue, Rhenus executed calculations based on October till December FY09 and 
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estimated potential savings of $ 312.000,- per year. Though these savings are calculated over 
a period without (a large) influence from the financial crisis, the potential is there. Total 
savings on logistics can amount to $ 703.000,- for FY10. The calculations are shown in 
appendix 7. 
 
Implementation of the service concepts will also lead to divestments on the BPS department. 
The reason is two folded. Firstly, the limited shipment frequencies extend the order intervals 
for BP’s, with the result that orders sizes are increasing. Therefore, the total number of orders 
placed will decrease in FY10 (assuming a stable demand pattern). This results in less order 
entry at the BPS department. Now free capacity becomes available at BPS, which can be 
reinvested. Secondly, when Plantronics would implement the service concepts, the B and C 
BP’s will shift to an online ordering system. As already mentioned, more than half of the 
customer base belongs to the C category and around a quarter to the B category. This would 
clearly result in a large decrease in order entry activities. So, when the implementation is 
successful, the tasks of the current representatives of the B and C partners become 
superfluous. A rough idea of the potential saving on the BPS department is calculated in 
appendix 8 and equals $ 232.500,- in the form of released resources that become available. 
 
Plantronics could oblige the partners falling under the B and C segment to order MOQ 
multiples. By introducing this, picking cost will decrease significantly. Appendix 9 calculates 
the potential reduction picking cost and totals $ 285.000,-.  
 
Another divestment that comes along with the C concept is the withdrawal of account 
managers from the C category and the limitation of the number of sales visits by sales 
representatives. This operation leads to a considerable capacity release, which can of course 
be reinvested again. Without having more detailed information about sales visits, an expected 
saving is difficult to estimate.  
 
As already discussed in paragraph 6.5.1, several BP’s like Siemens, Deutsche Telekom and 
DETEWE Communications are abusing the operational services of Plantronics. Their 
behavior is putting too much pressure on both the BPS department as well as on the logistical 
services, compared to the returns. The services towards other BP’s are suffering because of 
this and effort needs to be decreased. A solution would be to decouple those violators from 
Plantronics and accommodate them under a local distributor from the region. In the new 
situation, the pressure on the resources of Plantronics drops and there is more space to invest 
in others. This would respectively save $ 79.000,- for Siemens, $ 53.000,- for Deutsche 
Telekom and $ 16 K for DETEWE on operational cost per year. These three are examples 
from the DACH region and already represent $ 148.000,-. Other violators need to be 
considered by Plantronics. In the long run, this principle could be applied to all C customers 
close to another distributor in the same region.   

9.1.2 Maintain important relationships  

Maintaining a relationship with BP’s which have been with Plantronics for years, is an 
important issue to consider. As described in literature, many companies consider the 
relationships with their fixed customers as obvious and possible customer retention is mostly 
not regarded. Therefore, it often holds true that no additional effort is put into relationships to 
maintain them. Within the service concepts, clear emphasis on the maintenance (or expansion 
which will be described next) of the A and B category is placed. An important aspect is to 
keep track of the performance of BP’s and whenever a partner is subject to a drawback, 
efforts should be put into the relationship make it stable again. 

9.1.3 Opportunities to invest 

The potential cost reductions that can be realized in with the previously described divestments 
can be invested in order to realize growth and business partner commitment. According to the 
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calculations, around $ 1.368.500,- can be saved and possibly be reinvested. Here the possible 
investments are exhibited.  
 
In the first place, the funds can be invested into the digitalization of the ordering system. An 
order system, similar to a web shop, needs to be developed for the BP’s falling under the C 
service concept. For the B concept, an idea has to be introduced in form of an FTP server. The 
most advanced system to be implemented is the one of the EDI for the A category. Besides 
the financial support, released resources from BPS can pick up this project or help with the 
processing of orders from the systems. 
  
Forecasting is another aspect in which needs to be invested. The main purpose is to hand over 
reliable future demand figures to the production facilities. Primarily large BP’s are the 
demand drivers and Plantronics can invest in collaborative production planning with those 
BP’s. The other improvement on this area would be to invest in the BPs’ inventory 
management. As already mentioned, investment in the CPFR application enhances the quality 
and stability of the forecasts. With the introduction of CPFR, Plantronics starts to participate 
in the inventory control of their BP’s. Most BP’s are inexperienced with forecasting and with 
the help of Plantronics, the inventories are kept to the order-up-to levels. The results are a 
win-win situation for the customer (no forecasting and ordering anymore) and Plantronics 
(more stable demand patterns as input for the forecast to the plants). Investment needs to be 
done in the form of extra resources and training. 
 
Another interesting investment is the application of priority rules in case of shortages, as a 
part of global order promising (GOP). GOP aims at managing key customers and channel 
commitments. The main reason for implementation is already explained in paragraph 8.3 and 
considers the pinching of scarce products, in a situation of a (nearly) stock out, by low value 
BP’s. This while A BP’s are left empty handed. Plantronics already started up this project and 
the first pilot runs in Oracle are already executed. Implementation will probably be a fact in 
July or August FY10. As already mentioned, appendix 6 will go deeper into this project and 
the principle will be illustrated by an example. 
 
Currently, account managers and sales representatives are visiting BP’s from the C category. 
This category represents the major part of the customer base (47%), but only represents 5% of 
annual revenues. By giving each partner, served by the C concept, a limited number of visits 
and no account manager anymore (divest), a considerable capacity of sales is released. The 
free capacity can be invested in the enhancement of relationships with high potential C or B 
BP’s in order to increase their value to Plantronics. Besides increased efforts in high 
potentials, more energy can be put into maintaining BP’s from the A & B category. Cross-
selling and up-selling are important aspect with regard to this potential change in focus. The 
effort put into relationships should be monitored in order allocate cost to specific partners 
later on.  
 
Finally, the financial means released with the divestments can be invested in marketing funds 
and discounts in underdeveloped regions. Those type of investments already paid off in the 
two regions; the UK & Ireland and Southern Europe. The same strategy could be used to 
boost sales in the other regions. 

9.2 Implementation strategies SMD 
The service concepts as described do not need to be applied exactly according to the 
descriptions of paragraph 8.3. For example, when an A BP is satisfied with deliveries once a 
week or via the FTP server, these combinations should be adapted by Plantronics. Important 
to admit for Plantronics is that the application of service models should be seen as a flexible 
concept that allows to deal with exceptions. Not as an allocation theory that should never be 
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violated. The following strategies, accompanying the service concepts, can be useful with the 
implementation (partly adapted from Verhoef and Donkers, 2001). 
 

Service concept A: This service concept is the most complete one and serves the most 
valuable segments. Business partners are loyal and have a high current value. In addition, 
partners with a high potential value could be subject to this service concept. Losing partners 
from this category would really harm the company. Management should strive to keep this 
group of customers by using all kinds of relational efforts. The concept leaves room for 
dedicated services for the special requests of the best BP’s of Plantronics. 
 
Service concept B: The second service concept is setup in order to serve the segments with a 
relative high current value to Plantronics, though the estimated potential of this category is 
low. The BP’s here are important to Plantronics and it should strive to keep them. However, 
up-selling and cross-selling efforts are not likely to be successful. The concept delivers an 
average level of service. 
 
Service concept C: The third service concept can be used for the segments which are 
unattractive to Plantronics. Those business partners have a low current value and a low 
potential value. Because of this it can be expected that future profitability will be low. 
Minimal efforts should be put into the service of the BP’s belonging to this group. In order to 
maximize the profitability of these segments, strategies should focus on cost reductions and 
possibly on price increases (e.g. less marketing investments) instead of trying to increase the 
purchase level. The third concept is the one that delivers the low value customers a low value 
service.  

9.3 Performance Measurement tool (PM-tool) 
An important note is to consider the fact that there are distinctions between BP’s within 
categories. The ABC classification is a tool to divide the customer base in three categories, 
where the underlying differences are not further elaborated upon. The difference between 
customers served by the C concept cannot be neglected and a solution is exposed in this 
paragraph.  
 
The manner chosen to elaborate on this is to 
make the distinction between “good performance 
and no-brainers”. Revenue is an often used 
measure to distinct between good performance 
and no-brainers, but high revenue does not tell 
anything about the cost made to serve that 
specific partner. Therefore, the cost to serve a BP 
needs to be included with the differentiation 
between the two categories. Now, the good 
performers are the BP’s from the C category that 
can be seen as good but small partners that are 
relatively cheap to serve. The no-brainers are the 
partners that are small and expensive to serve. 
The continuity of the relationship with the no-
brainer category should be considered by 
Plantronics. They can be made profitable again, 
or redirected to another local partner.        Figure 
24 shows the difference between the good 
performance and no-brainers and the 
consideration to be made in the border area.    
 

       Figure 24 Good performance vs. No-brainers 
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To be able to make the distinction between the so-called good performers and no-brainers, a 
performance measurement (PM) tool is introduced. The tool takes into account the gross 
margin and the total cost of operations of FY09. For each BP, split-up per category, the cost 
of operations over the gross margin is calculated. This percentage can be regarded as being 
the rate of effectiveness to serve partners. A target percentage needs to be set per product 
category by Plantronics. What the exact target percentages are that can be used need to be 
further investigated. The tool automatically applies the criteria to the different product 
categories. The partners satisfying the criteria, which means that cost are sufficiently low 
compared to the benefits, will turn green. BP’s that do not satisfy the criteria turn red. Finally, 
the partners in the area that require validation  turn orange and should further be examined. 
An example of the results are illustrated in appendix 10.  
 
Again, the tool is only a guideline and decisions should not only be based on these results. 
Aspects like potential, geographical location and type of products sold should of course be 
included as well.  

9.4 Potential benefits and implications of SMD 

The implementation of service model differentiation by the application of service concepts to 
specific groups of business partners brings along numerous benefits, it has also its 
consequences. Here the main benefits and implications when Plantronics implements the 
SMD concept are stated.  

Benefits of implementing SMD 

- Cost reductions can be realized by focusing on avoidable costs in order to improve 
the supply chain. The released funds can be reinvested to enhance business 
development.  

- The detailed analysis that needs to be executed iteratively delivers Plantronics clear 
insight in the cost to serve its customer base.  

- Resources and cost can be allocated to the BP’s that really deserve those efforts, not 
only based on the revenue they generated. Overall impact is that important customers 
will be served better. 

- In case of a possible stock out, important customers get priority. 
- Improved view on the impact of the product mix on profitability. 
- Enhanced quality and stability in the forecasting process to the factories.  
- Discounts can be (re)distributed appropriately. 
- Understanding the impact of commercial decisions better. Firstly, by knowing where 

and in who to invest and secondly, by monitoring the results of investments in 
marketing activities. 

- Reduction in complexity by having less customers. 
- Profitability will be improved. 

Implications of implementing SMD 

- Because of the limited availability of data, not all cost are included. The results are 
not always a good representation of reality and therefore, misjudgments on BP’s 
could be made.  

- Business partners could object against aspects of the service concepts to which they 
are allocated (SLA’s made earlier could be violated, not willing to work with an 
online ordering system or a limited number of sales visits e.g.). 

- Internal struggling at Plantronics, this because the way in which people (especially 
from sales) currently work needs to be adapted.  

- Positions can become obsolete and it might be difficult to reallocate the specific 
persons to another suitable position, resulting in possible headcount implications. 
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9.5 Priority matrix 

The priority matrix is designed to get insight in the effort or complexity and the resulting 
benefits of the implementation opportunities. The horizontal axis denotes the complexity or 
effort of the implementation and the vertical axis represents the accompanying benefits. The 
first quadrant represents the relatively easy implementations with high benefits. The quadrant 
is the so-called “Sweet Spot” where short term breakthroughs or quick wins in quarter 3 and 4 
of FY10 can be realized. The second quadrant contains the improvements that are rather 
complex (or more effort is needed), but where high benefits can be realized. The third 
quadrant represents the possible implementations with low benefits and interesting because of 
the low complexity. The fourth quadrant contains complex activities resulting in small 
benefits. Those activities will not be considered for implementation.  
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Figure 25 Priority matrix resulting from the research  

 
Plantronics has already executed the activities marked with the green check mark during the 
project. Especially the reductions in shipment frequencies paid off immediately. At the 
moment of writing, the feasibility of the other opportunities are investigated by Plantronics.  
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10 Conclusions and Recommendations 
In this chapter the conclusions and recommendations of the research are exposed. First, the 
research questions are answered, resulting in the conclusion of the research. Secondly, 
recommendations are proposed to the management team of Plantronics EMEA. Finally, 
suggestions for further research are done. 

10.1 Conclusions, answers to the research questions 

From the objective of the research, four central questions are derived at the start of the 
research. The central questions were divided into sub-questions as illustrated in paragraph 3.6. 
Here the proposed questions from the third chapter are revised and shown in Table 14. 
 
 
 
 
 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 
Table 14 Revised research questions 

 
The revised table is extended with the section in which the answer of the involved question 
can be found. Here the answers to the main questions are given by answering the sub-
questions. The answers are resulting in the conclusions of the research.  

“What are relevant aspects for the determination of relative value and strategic importance of the 
business partners of Plantronics?” 

1.1 The concept of customer value is described as being the worth of the relationship between a 
company and a customer. The way in which can be looked at this relationship is twofold, 
namely; from a company’s point of view and from the customers’ point of view. For this 
project only the customer value to the company was of interest.  

1.2 Therefore, the customer value to Plantronics needs to be specified. Verhoef and Donkers 
(2001) broadly distinguished two types of customer value to a company. The same values are 
used for this research and these two main views are current value and potential value, to 
segment the business partners of Plantronics. Here the definitions of current and potential 
value of the business partners are defined. The definition of current value, used in this 
research is: 
 
Current value is the sum of all positive and negative cash flows, calculated over a specific 

time period up to the present, consisting of all direct incomes for Plantronics and the cost 

associated with the services delivered and the rebates given to a specific customer. 

 

RESEARCH QUESTIONS SECTION

What is the definition of customer value (CV)? § 4.1

In what metrics can CV be expressed to be meaningful to Plantronics? § 4.3

What are the goals of measuring CV? § 4.4

Which method can be used to analyse customers financial and non-financial values? § 6.1, Ch. 7

Is the data, needed to execute the analyses, available in current databases or is new data needed? § 6.8

2. Ch. 5, 6, 8

What are the differences between business partners and which distinctions should be made? Ch. 5, § 6.9

3. Ch. 9

What are potential strategies to implement new service models? § 9.2

What are the advantages and/or implications of implementing the proposed models or possibilities? § 9.4

4. Ch. 10

2.2

Q

Ch. 4, 6, 7

Ch. 8

What are the issues around implementation of Service Model Differentiation?

1.

1.1

1.2

2.1

1.5

What are the different types of services or service models that Plantronics could use in order to serve 

each customer group?

3.1 § 9.1
What are the potential implementation steps or actions for Plantronics and what are their benefits, 

expressed in (non-)financial terms?

What conclusions and recommendations can be drawn?

Can service differentiation take place?

What are relevant aspects for the determination of relative value and strategic importance of the 

business partners of Plantronics?

3.3

3.2

1.4

1.3
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Potential value is considered as being the expected profits, both in a financial as non-

financial way, which can be obtained from a certain customer. This potential for Plantronics 

is built up out of network value, brand value and financial potential.  

 
 

1.3 The strategic and operational goals to Plantronics, involved with the measurement of CV, are 
illustrated in Table 15.  
 
 
 
 
 
Table 15 Strategic and Operational goals CV measurement 

 
1.4 As concluded, the aspects to measure are divided into current and potential customer value. 

The current value of the BP’s of Plantronics is determined by the performance of a cost-to-
serve analysis. The analysis is based on historical data of the fiscal year FY09. The results off 
the analysis are ordered in a “cost-to-serve dashboard” that provides the information to realize 
business partner segmentations. Potential value is a more intangible aspect of customer value 
and is built up out of network value, brand value and financial potential. The subjectivity of 
the results, when including potential value have always to be considered In order to make a 
fair judgment on the BP’s of Plantronics, both values need to be considered. 

“Can service differentiation take place?” 

2.1 Literature is consulted to uncover the differences between customers and to explore possible 
ways of segmenting them. The customer pyramid of Zeithaml et al. (2001) is adapted for this 
project. The result of the mining process is that there are clear differences between business 
partners and the cost-to-serve them, which are mainly caused by the following characteristics: 

- Sales region in which the partner does business 
- The main type of products acquired; B2B, B2B/M&E, M&E or Altec Lansing 
- Individual character of the partner; ordering frequencies, order / shipment sizes, 

shipping locations and paying behaviour 
- Differences between sizes of BP’s expressed by the ABC-rankings; on revenue, on 

gross margin or on net margin 
These differences served as input parameters for the setup of the segmentation matrices in 
chapter eight. 

2.2 The three customer types (A, B and C based on revenue) serve as the base for the 
development of the new service concepts and can be applied over the entire range of clusters 
proposed in the segmentation matrices. These concepts are developed with an eye on both the 
needs of the customers in the three target groups as well as on the value the groups have to 
Plantronics and are exposed in paragraph 8.3. 

“What are the issues around implementation of Service Model Differentiation?” 

3.1 “What-if” scenarios are developed in order to calculate or predict the impact of changing 
certain business dynamics. Whenever savings are realized, money becomes available to use 
somewhere else. Actions are split into three categories; divest, maintain and invest. Divest 
stands for all activities in line with the service concepts that are aiming at resource or cost 
reductions. Maintain are the activities to pursuit the middle segment of the customer base in 
order to keep those relationships stable. Finally, invest stands for all activities generating 
extra value to Plantronics. Concrete actions for implementation are proposed in paragraph 9.1 
and, whenever possible, potential reductions in cost or resources are calculated. The first 
implementations have already been realized during the project.  

3.2 The service concepts as described do not need to be applied exactly according to the 
descriptions of paragraph 8.3. Important to admit for Plantronics is that the application of 

Strategic goals Operational goals

Managing revenues Managing cost and revenues

Managing risk Managing service concepts

Strategic positioning Time management
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service models should be seen as a flexible concept that allows to deal with exceptions. Not as 
an allocation theory that should never be violated. The strategies that serve as a guideline for 
implementation are described in paragraph 9.2. 

3.3 The implementation of service model differentiation by the application of service concepts to 
specific groups of business partners brings along numerous benefits, it has also its 
consequences. The main benefits and implications when Plantronics implements the SMD 
concept are stated in paragraph 9.4.  

“What conclusions and recommendations can be drawn?” 

With respect to the problem definition of the research, it can definitely be concluded that 
Plantronics can differentiate the services provided to her BP’s. The research proved that large 
differences based on current and potential value exist and that it makes sense to make a 
segmentation within the customer base. The proposed service concepts can be applied to the 
segments, which can be organized using the introduced segmentation matrices.  
 
The way in which Plantronics should organize the service model differentiation is proposed 
by handing over concrete implementation steps with the necessary tools to support the 
decision making process. This is done by releasing unnecessary resources and cost (divest) in 
order to invest them elsewhere in the company to stimulate growth, efficiency and business 
partner commitment.  
 
The first implementations have already been realized during the research in form of a 
decrease in shipment frequencies to once a week for B and C partners. Besides this, priority 
rules in case of stock outs have already been implemented in Oracle. Especially the results of 
the first implementation paid off immediately. It is important to start this type of project with 
several short term breakthroughs or quick wins in order to keep up the positive spirit inside 
the company (Sweet Spot activities in priority matrix). Important is that Plantronics must be 
aware of the fact that forward-looking statements involve risks and uncertainties that may 
cause actual results to differ from the expectations. Finally, additional effort is required to 
make the SMD sustainable. Without doing this, performance will eventually drop back to its 
old level, as illustrated in the following graph.  
 
 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 
Figure 26 SMD project over time 
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10.2 Further recommendations 

Here the objective in form of concrete recommendations is done to the management of 
Plantronics EMEA.  

- The current cost-to-serve model gives clear insights in the current value of BP’s. 
Plantronics should continue those measurements every six months with the emphasis 
on improving the accuracy of the measurements until the calculations are sufficiently 
accurate.  

- Start immediately with the preparations to introduce digital ordering for the business 
partners as described in paragraph 9.1.3. This because of the fact that the occupation 
rate of the BPS department is low (<15%) and a large part of the resources could be 
invested elsewhere in the company when the digital shift is made. 

- Involve Rhenus in the SMD project. Currently, it is too complex to allocate the cost 
made by Rhenus to the BP’s because off the different information systems. In the 
next contract negotiation, Plantronics should try to convince Rhenus of the 
importance of the cost allocation per customer.  

- Plantronics should immediately increase prices significantly of the C segments 
without potential value. This leads to either increase in revenue or a decrease in 
complexity in the form of less partners to serve. If this results in disloyalty of partners 
from this category, it should be seen as a positive result. 

- Prevent internal struggling by convincing all employees inside Plantronics of the 
added value of the SMD concept. Actively involve employees with the 
implementation by making them aware of the benefits. 

- Stop stock rotations as soon as possible, especially with Altec partners. This category 
has already a low profitability (if it’s not unprofitable), and the stock rotations are 
costing Plantronics three times money (sending, fee sales persons, retrieving).  

- A remarkable observation was that the BP (Business Partner) distribution list, which 
serves as the key to assign employees inside BPS to business partners, was far from 
up to date. More than 50 discontinued relations were allocated to representatives. 
Plantronics should put effort in making this department more efficient, even when 
this results in a reduction of resources. 

- Start with actively monitoring the effort put into BP’s by the people from sales.  
- Over FY09, 7% of the outbound handling costs were caused by the picking of service 

picks. These service picks (all single products of limited product types) also represent 
a considerable proportion of the DPD transportation cost. A separate pick location 
could be originated where an employee of Plantronics handles the service orders. The 
service stock can be replenished by Rhenus with pallet picks of the typical products 
under consideration.  

10.3 Suggestions for further research 

During the execution of this research, several potential ideas for further research were 
revealed, which are presented here.  

Further investigate profitability product categories 

Plantronics should further investigate the profitability of the different product categories. The 
findings from this research indicate that the profitability of the M&E and the Altec category 
are substantial low. It is even expected that, when all cost could be better allocated, the Altec 
division is even loss-making. Therefore, this issue needs to be analyzed into more detail. 

Investigate willingness BP’s to switch to online ordering systems 

Start a research to get insight into the readiness of BP’s to switch to an online order system. 
Most organizational structures of the BP’s are rather flat and because of their flexibility, 
online order entry would probably not be seen as an obstacle. Advantages of online ordering 
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should be spread (by information letters or mail e.g.) and a questionnaire could be sent to each 
partner to map the overall willingness.  

Continuously updating current value analysis 

Because of the fact that the current value analysis is immediately out dated, Plantronics could 
investigate the possibility to implement a continuous monitoring dashboard with a rolling 
horizon of half a year (or maybe easier with an update every night). When this would be 
possible, the problem with inaccurate data will highly be reduced.  
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APPENDIX 1  Customer classification shift within pyramids 
 
As described in paragraph 5.5, business partners shift to another category when both pyramids 
on revenue and gross margin are compared. Here several examples of shifting partners are 
given. The orange colours are the partners that shift to a lower category (mainly M&E), the 
green shift to a higher category (mainly B2B) and the ones without colour stay in the same 
category.  
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Legenda:

= Goes to higher category

= Drops to lower category  
 
 
 

 

Category Customer Category Customer

A Cometrade A Rocom Group LTD

Maxcom INC GO Telecom

Vodafone Limited -

Memtec Iberica S.L. -

Strax GMBH -

B Kondor Limited B Onedirect 

Amazon Saivex S.L

Brightpoint Germany Computer + Headset company GMBH

Graphic International Centr In & Out Kommunikationstechnik GMBH

Micromedia B.V. Nuance Communications Int.

C Unit Komers LTD C Bureautique et Communication

- Metel trading establishment

` - -

- -

REVENUE CLASSIFICATION
M & E B2B

Category Customer Category Customer

A Comtrade A Rocom Group LTD

Maxcom INC GO Telecom

- Saivex S.L.

- Computer + Headset company GMBH

- In & Out Kommunikationstechnik GMBH

B Kondor Limited B Onedirect

Amazon Bureautique et Communication

Vodafone Limited Metel trading establishment

Memtec Iberica S.L. -

Strax GMBH -

C Unit Komers LTD C Nuance Communications Int.

Brightpoint Germany

Graphic International Centr -

Micromedia B.V. -

GROSS MARGIN CLASSIFICATION
M & E B2B
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APPENDIX 2  Workload customer service department 
  
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Assumption: 50 working weeks per year 
 
Now the total available time for order entry on the BPS department in FY09 was equal to 
1,421,640 minutes.  
 
 
Totals Orders and Order lines

FY09 Nr. Orders Nr. Order lines

Q1 & Q2 10.438 51.672

Q3 & Q4 10.466 52.070

Total: 20.904 103.742  
 
 
The formula used takes 5 minutes for an order and 1 minute for an order line. The total time 
spent on order entry, when the numbers from the table above are used comes to 208.262 
minutes per year. The occupation rate can now easily be calculated by taking the total time 
spent according to the formula over the total available time. This results in an effective 
working time of 14,65%. 
 

Calculation of the cost per minute 
 
Salary BPS employee (including: bonus, income tax, pension and medical costs):  
 
$46.500,- 

 
Cost of a BPS employee per minute: 

 
$0,43056 
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APPENDIX 3  Old shipping frequencies FY09 
 
The following table contains the old shipment frequencies per country over the regions.  
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Region Country Frequency per week

Netherlands daily

Belgium daily

Luxemburg daily

Denmark daily

Sweden daily

Finland 2x per week

Norway 4x per week

Germany daily

Austria 2x per week

Switzerland 4x per week

MEEA All countries on average 1,5x per week

France daily

Spain 2x per week

Portugal 2x per week

Italy daily

Greece 1x per week

UK daily

Ireland daily
UK & Ireland

Southern Europe

DACH

BeneNord
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APPENDIX 4  Average dollar value FY09 
 
 
 2008 - American Dollars to 1 EUR (invert) 

 

 

Average Rates    

January    

1.47178 USD   (23 days average)    

February    

1.47554 USD   (21 days average)    

March    

1.55202 USD   (21 days average)    

April    

1.57536 USD   (22 days average)    

May    

1.55646 USD   (22 days average)    

June    

1.55617 USD   (21 days average)    

July    

1.57564 USD   (23 days average)    

August    

1.49561 USD   (21 days average)    

September    

1.43565 USD   (22 days average)    

October    

1.32833 USD   (23 days average)    

November    

1.27492 USD   (20 days average)    

December    

1.35311 USD   (23 days average)    
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2009 - American Dollars to 1 EUR (invert) 

 

 

Average Rates    

January    

1.32387 USD   (21 days average)    

February    

1.27847 USD   (20 days average)    

March    

1.30498 USD   (22 days average)    

April    

1.31981 USD   (21 days average)    

May    

1.35313 USD   (16 days average    
 

 
 
Average dollar value FY09 (April 08 – March 09) = 1,42 
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APPENDIX 5 Cost-to-serve dashboard 
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APPENDIX 6  Global Order Promising: priority rules 
GOP aims at managing key customers and channel commitments. An issue within this project 
is the allocation of stock when possible stock outs appear. This application is build into 
Oracle and an explanation and an example are given in this appendix. The main question is as 
follows: How to assure that customers get a portion of the supply in case of shortages? 
Aspects to consider following from this question are: 

- Who get a portion? 
- What is the size of the portion someone gets 
- Is it allowed that, once the portions have been created, customers can ‘eat’ the portion 

of someone else? 
 
The system works as follows: 

1. First its determined who gets what percentage 
2. Priority levels are defined (who can consume portions of someone else) 
3. Generation of demand classes in Oracle that link % to specific customers, customer 

groups and/or order types 
 
The following table shows the difference between demand classes. The supply chain groups 
are based on the ABC classification generated  in this project and the first group represent the 
service orders.  
 
 
 
 
 
 
 
 
 
The idea is that the service orders get the highest priority and represent around 3 percent of 
the total orders. Than the A category customers are served with 80% of the supply. Each time 
a group with a higher priority can ‘steal’ products from groups with a lower priority, this is 
not working the other way around.  
 
The following table represents an example with partners having the same priority. Everybody 
can order exactly what is allocated. 
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Now in the same example priorities are built in (with stealing rules): 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
This example illustrates that it becomes possible for BP’s with higher priorities to order more 
than the allocated quantity in cases of an upcoming stock out. Now a numerical example with 
the application of the priorities in the previous table is given here. 
 

 
 
In the example, customers from a higher priority category are consuming allocated quantities 
from lower priority groups. By doing this, Plantronics prevents small companies from 
ordering large quantities in case of a possible stock out. In the past it happened that orders 
from key customers had to be rejected because of a sudden large order from a small BP.  
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The project is triggered by this master thesis project and started up parallel to it in April 
FY10. The timeline of the project is given here and the implementation already takes place for 
the end of this project.  
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APPENDIX 7  Calculations logistical cost reductions  
 
Rhenus executed the possible cost reductions as described in paragraph 9.1.1. This appendix 
presents the calculations on the cost savings on transportation and outbound handling, which 
are executed by the manager of the DC from Rhenus in Etten-leur.  
 
First the calculation on the reduction of transportation cost by consolidating orders are 
illustrated. Based on a reduction in deliveries to once a week, € 89.975,- can be saved in two 
quarters. See the first cell with the red border (“based on delivery once a week”). This comes 
to a total of € 179.949,- per year. Than the savings on the DPD parcel service are equal to € 
48.100,- in the two quarters which can total € 96.200,- per year.  
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
The calculations also include a shipment reduction to twice a week, but the results from this 
calculation are not considered in this report.  
 
 
 
 
 
 
 
 
 
 
 

Transport

Method:

Calculation period: June and July 2008

Calculated figures of June and July copied to others months

Transport (Rhenus) Total Q3 & Q4 2008 June July August September October November December

Total quantity shipments 3.150 593 519 396 571 509 589 566

Quantity consol shipments 1.518 262 265 189 272 242 280 270

Invoiced in Euro 576.297 41.483 38.609 66.881 101.288 114.544 143.933 111.042

Based on delivery twice a week

Total quantity shipments 3.002 563 496 377 544 485 561 539

Calculated cost in Euro 569.153 41.156 37.978 66.071 100.061 113.157 142.190 109.697

Based on delivery ones a week

Total quantity shipments 2.312 443 376 291 420 375 433 416

Calculated cost in Euro 486.322 34.192 33.244 56.357 85.350 96.520 121.284 93.569

Calculated cost reductions in Euro Total Q3 & Q4 2008

Based on delivery twice a week 7.144 327 631 810 1.227 1.387 1.743 1.345

In percentage 1,2%

Based on delivery ones a week 89.975 7.291 5.365 10.524 15.938 18.024 22.649 17.473

In percentage 15,6%

Transport (DPD)

Method:

Calculation period: July 2008

Calculated figures of July copied to others months

Transport (DPD) Total Q3 & Q4 2008 July August September October November December

Quantity shipments 15.164 2.558 2.424 3.088 2.377 2.533 2.184

Less DPD shipments 5.732 967 916 1.167 899 958 826

Invoiced in Euro € 169.654 28.702 25.380 34.094 28.225 29.116 24.137

Saving excl. extra Rhenus transport € 64.133 10.850 9.594 12.888 10.670 11.007 9.124

Extra cost Rhenus € 16.033 0,38

Saving on DPD 48.100

Note: Higher prices due to less procurement (volume)
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Then the savings on outbound handling are calculated in the following table. The calculations 
are based on October FY09. A cost reduction is calculated based on Q4, which results in € 
55.642,-. This number is multiplied with four to get an indication of the saving for the new 
fiscal year. The saving totals € 222.569,-. 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Total savings are now calculated by the sum of the previous savings: € 179.949,- + € 96.200,- 
+ € 222.569,- = € 498.718,-. In the report, rounded numbers are used and the values are 
expressed in dollars, using the average rate of FY09 as given in appendix 4.  
 
It has to be mentioned that these calculations are based on a period in which Plantronics was 
not suffering from the financial crisis. Besides this, due to fifo regulations, the perfect 
scenario (on which the calculations are based) will never be achieved. However, the potential 
is there and should be investigated thoroughly. Reductions of that magnitude can most 
probably be reached. 
 

 

Logistic Charges outbound

Split in Sales and Service orders

Method:

Calculation period: week 41 - 44 (October)

Based on 1 order per address a week

Service orders have not been consolidated

Pick will be done on one location (perfect situation / only theoretically)

Minimum 

Orders consolidated supplied by Plantronics

Based on a constant balanced order flow

Current situation Logistic Charges 

outbound invoiced Total Q 4 2008 October November December Cost

Q'ty pallets picked 1.220 380 517 323 4,04

Q'ty cartons picked 66.692 24.554 26.922 15.216 1,64

Q'ty pieces picked 74.374 27.523 27.856 18.995 1,64

Invoiced in Euro 236.277 86.941,48 91.924,60 57.410,96

After consilidation to 1 order per address 

a week. Total Q 4 2008 October November December Cost

Q'ty pallets picked 1.567 488 664 415 4,04

Q'ty cartons picked 55.268 20.348 22.310 12.610 1,64

Q'ty pieces picked 51.016 18.879 19.107 13.029 1,64

Invoiced in Euro 180.635 66.304 70.607 43.724

Cost reduction based on Q4 55.642 20.638 21.317 13.687

In percentage to total invoiced 24% 24%

This calculated is calculated as a stand alone reduction.
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APPENDIX 8  Reduction manual work BPS department 
 
The following table shows the total number of orders and order lines placed in FY09. By 
switching from business partners support representatives to an online ordering system for the 
B & C segments, the part of orders and order lines placed by those segments will disappear. 
As shown in the second part of the table, this change equals a total number of 8.830 orders 
and 30.405 order lines.  
 
 
 
 
 
 
 
 
 
 
In order to calculate the reduction in manual labor, the formula (setup in paragraph 6.4) is 
used again: 
 

LinesT = 5  #O + 1  #O

T = 5  8.830 + 1  30.405 = 74.555 min

i i

i i

 

 
The new time for order entry can now be calculated (again assumed that the demand pattern 
of the other BP’s stays stable in the new fiscal year. 
 

Order entry

208.262 - 74.555
T  =  = 9,4%

1.421.640
 

 
The old occupation rate was around 15 % representing a workforce of 14 persons (excluding 
manager of the department). The reduction in manual labor, expressed in headcounts is equal 
to: 
 

9,4  14
Necessary workforce =  = 8,77  9 persons

15
≈

i

 

 
This is a headcount reduction of 5 persons at $ 46.500,- per person. Total cost reduction is 
equal to 5 * $ 46.500,- = $ 232.500,-. This amount is based on several assumptions and it 
aims to give a rough idea of the potential savings.  
 

ABC Classification # Orders FY09 # Order lines FY09

A 10.786 68.282

B 5.767 20.976

C 3.063 9.429

# Orders # Order lines

Total reduction: 8.830 30.405
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 APPENDIX 9  Oblige MOQ multiples for B & C segments 
 
The following table contains all outbound handling (picking information) of FY09.  
 

Pick type Size Cost (€) Total picks FY09 Cost (€) % of picks % of cost

Pallets Dependent on pallet 4,04 4.018 16.233       0,6% 1,5%

Master carton 1 box (12 pieces) 1,64 255.005 418.208      40,1% 39,7%

Commercial carton 1 piece 1,64 350.514 574.843      59,3% 58,8%

TOTAL: 609.537 1.009.284   100,0% 100,0%  
 
The table shows that 59,3 % of the total picks where commercial carton or single piece picks. 
By obliging al business partners falling under the B & C segments to start ordering MOQ 
(boxes with 12 pieces) or multiples of the MOQ, the number of piece picks will decrease 
significantly. 
 
In order to determine the percentage of pieces picked by A, B and C partners, the number of 
orders placed over FY09 will be used as a guideline. Also the service picks are distracted 
from the piece picks, because of the fact that they are independent of the business partners 
under consideration.  
 
 
 
 
 
 
 
 
 
It is assumed that the B & C segments cause 29,4% + 15,6% = 45% of the pieces picks. This 
also means 45% of the cost generated by the piece picks is generated by those segments. In 
the following table, the reduction in pieces picked is calculated.  
 

133.318 # pcs picks B + C

11.110 # carton picks (replacing)

122.208 # pcs picks saved  
 
The saving of 122.208 pcs picks is equal to 122.208 * € 1,64,- = € 200.421,-  ($ 284.597,-*) 
and is the amount that can be saved by step over to MOQ multiples. Assumed is that BP's still 
order the same quantities. 
 
* Calculated with the average dollar value over FY09 (appendix 4) 
 

 

ABC classification # Orders placed % of total

A 10786 55,0%

B 5767 29,4%

C 3063 15,6%

Type of pick % of total € # picks

Pallet 0,60% 16.233 4.018

Carton 40,10% 418.208 255.005

Pieces 52,30% 485.869 296.262

Service picks 7,00% 88.974 54.252

1.009.284 555.285
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APPENDIX 10  Results PM-tool 
 
The output of the PM-tool for the B2B/M&E category is shown below. The criteria are 
automatically copied from the dashboard and applied to the different categories of business 
partners.   
 

 
 
 
 
 
 

A
c
c
o

u
n

t 
n

u
m

b
e
r

C
u

s
to

m
e
r 

n
a
m

e

S
a
le

s
 R

e
g

io
n

 R
e
v
e
n

u
e
 

 G
ro

s
s
 M

a
rg

in
 

T
o

ta
l 
c
o

s
t 

o
p

e
ra

ti
o

n
s
($

)

M
a
rg

in

A
B

C
 o

n
 R

e
v
e
n

u
e
 (

A
ll
 

c
u

s
to

m
e
rs

 t
o

g
e
th

e
r)

T
o

ta
l 
O

p
s
/G

M

67903 IsiCom AB BENENORD 4058306 2633951 72116 2561836 A 0,027379

110925 ERGOTEL A/S BENENORD 4306971 2621993 78989 2543004 A 0,030126

4922 O.J.DAHL BENENORD 4114797 2552712 53490 2499221 A 0,020954

25589 INGRAM MICRO DISTRIBUTION BENENORD 3334505 2181434 98021 2083412 A 0,044934

41650 NEWCOM DISTRIBUTION SOUTHERN EUROPE 3335070 1866697 67780 1798917 A 0,036310

6972 IBERVOICE-TELECOMUNICACIO SOUTHERN EUROPE 2085784 1468873 43633 1425240 A 0,029705

55248 STANFORD EQUIPMENT CO. MEEA 2026587 1100553 11337 1089215 A 0,010301

165592 ACTEBIS PEACOCK GMBH DACH 1319541 900549 59387 841162 A 0,065945

64963 KONTEL-TELECOM MEEA 1413124 848533 51097 797436 A 0,060218

53173 TIMNA ELECTRONICS AND TEL MEEA 1569514 807693 14669 793024 A 0,018161

72825 SC ABN SYSTEMS INT. SRL MEEA 1463115 765739 51851 713888 A 0,067714

164257 MODELABS SOUTHERN EUROPE 1148676 538831 8185 530646 A 0,015190

75419 AGAMI NV BENENORD 1061704 502931 28925 474006 A 0,057513

134604 APPLE SALES INTERNATIONAL UK & IRELAND 612026 285761 35978 249783 B 0,125903

37128 TELECOM ITALIA SOUTHERN EUROPE 254087 200519 14263 186256 B 0,071131

77032 API COMPUTERHANDELS GMBH DACH 318453 174428 19734 154694 B 0,113135

228257 KARAT ISRAEL LTD. MEEA 271150 55952 1443 54509 B 0,025784

76142 MULTIMEDYA BILGISAYAR TIC SOUTHERN EUROPE 330228 51142 1111 50031 B 0,021723

255096 INGRAM MICRO PAN EUROPE GMBH BENENORD 34338 22120 1561 20559 C 0,070577

183992 ALLDIS COMPUTERSYSTEME GMBH DACH 9185 4410 653 3756 C 0,148147

= Good performance

= Acceptable performance

= "No-brainers

B2B/M&E %

Criteria A Customer 0,0600

Criteria B Customer 0,0710

Criteria C Customer 0,0710

DO NOT CHANGE THE VALUES IN THIS TABLE
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