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It is critically important to understand why a customer-focused culture is 

strategically important, what it means to be truly customer-focused and how to

create or institutionalize customer focus in your organization. 

Based on the unacceptably high levels of poor or mediocre customer service 
globally, it appears that many companies seem to be ignorant of the business case

for customer focus. The evidence we have to support this view surrounds us. 

Every one of us has undoubtedly experienced poor or mediocre service personally

if not today, than very recently. 

Customer Focus Is Not an Option

Everywhere you turn, organizations extol the virtues of service but when it come 

down to it, most of the time they are really paying accelerated lip service to the 

importance of service. This is very curious, particularly when you consider the 

number-one reason why that small number of service leaders, you know, those 

few companies where the service is almost always really great, consider customer

focus to be a critical business strategy. 

Customer Focus is Profitable

This happens in a couple of ways. Truly customer-focused companies have loyal

customers. Loyal Customers: 

• Buy more, 

• Cost less to serve because they know your processes, 

• Tell you when things go wrong so you can fix the problems and 

• Tell their friends, family and associates about how great you are and as a

result you get more customers. 

Also, customer-focused companies are more productive. Employees are 

motivated, and perform their jobs more effectively. Re-work, duplication of effort

and mistakes are significantly reduced. These all cost you money in terms of time 

spent, money spent, loss of productivity and loss of business. 

Your turnover also reduces so you keep your staff longer and don’t experience

downtime, productivity losses and employee morale related issues. 
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If you are still not convinced, consider the following:

1. It’s 5 times more expensive to attract a new customer than to

keep an existing one. 

It is safe to say that it is far more profitable and far less costly to keep the 

customers you have by building their loyalty, than it is to keep replacing them

with new customers. 

Determining what it costs to acquire customers is a bit intangible for most 

people. As you can imagine, a lot goes into getting customers to walk into your 

place of business or call you. Advertising, merchandising, promotions, premises

expense, phone systems, salaries and so on are costs associated in part with 

getting customers. 

Someone has to pay for this. Normally payment comes through the proceeds of 

revenue you get from the sales of your products and services. Sometimes we tend 

to take this for granted. Research has proven that once you have a customer, your

cost of keeping him/her drops dramatically over time. When you lose a customer 

you will inevitably incur a higher cost to replace the one you lost. 

Assuming your cost to acquire a customer is $250 and based on the fact that it is 

5 times more expensive to acquire a new one, your new customer acquisition cost

would be $1,250 for each new customer required to replace one that defected. 

Based on the example above, assuming you lost 20% of your customer base, the 

annual cost to replace these customers would be $62,500. Over five years this 

cost would be $312,500 and you would have turned over all your customers in 

that period. Can you think of any better uses for the $312,500? 

2. About 75% will do business again if the problem is resolved to

their satisfaction. 

3. 90 to 95% will do business again if the problem is resolved on

the spot. 

Since mistakes are guaranteed to happen, how you recover from these mistakes 

will significantly impact on whether the customer will do business with you again.

It is important to note that research suggests that if you recover well, your 

customers will stay with you. The faster you recover, if you can resolve the issue 

“on the spot”, your customers will be impressed and in all likely-hood reward you 

with their continued business. 

4. Customers are willing to pay for quality service.

In a series of polls we conducted last year, we asked where would you prefer to

spend your money? The results compare very favorably with research we have 

reviewed that suggests that the vast majority (70%) of customers are willing to

pay for high quality service. Obviously price is a variable, but service is a 

constant. 
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5. An increase in customer loyalty will have a direct positive

impact on your bottom line. 

Harvard Business Review conducted research, which reveals a 5% increase in 

customer loyalty can result in a return of 25% to 125% directly to the bottom line

depending on your industry. It is safe to assume that investing time and 
resources to retain even a small number of your clients would pay for itself. You 

can do the math. Be conservative and take your gross profit and increase it by 

25%. 

6. The cost of poor service has a direct, negative impact on your

bottom line. 

Consider the time and expense associated with fixing problems, dealing with 

customer concerns, replacing product, re-working reports, and so on. Research

from TARP (Technical Assistance Research Programs) indicates that, based on 

your industry, the cost can be significant. 

Pick one of these two and do the calculation. Wouldn’t you like to have this as 

profit, rather than as an expense? The financial gains associated with creating a

customer-focused organization can be substantial and well worth the effort. 

In today’s highly competitive market place we really cannot afford to take the 

easy way out. Creating customer focus takes commitment at all levels of your 

organization, a comprehensive strategy that targets leveraged actions that will

positively impact customer perception and the will, fortitude and financial 

support to make the changes necessary to be truly Customer-Focused. 

For more information please contact us at:

214.230.1983
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