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Dear Reader

Welcome to Part 3 of the ProspectSoft Special Report series – ‘Locking Your 
Customers in for Life’, and thank you to the many ProspectSoft CRM customers 
who have freely contributed their strategies to this report. With thousands of 
customers, all actively growing their businesses, we have an enviable source of 
ideas for business growth – in this report series we aim to share those proven 
strategies with you.  

The previous two reports in this series have so far been read by more than 4000 readers, 
but for me, this report is the most important one – we all know that selling to an existing 
customer is much easier than selling to a new one, but a focus on customer retention is 
more than that – a shift in focus to giving your customers (not your prospects) what they 
want, is a state of mind that can drive a whole organisation to bigger and better things and 
ultimately produce surprising results in driving new customers to your door too.

So far in Parts 1 and 2 of our Special Report Series - Boosting Lead Generation and 
More Sales, More Profit, we have shown that at ProspectSoft, we take business growth 
seriously with ideas and actions that you can implement. Each of our reports is the result 
of considerable investment in trials and research into the most effective and easiest-to-
implement methods for ‘gaining and retaining customers’. In Parts 1 and 2, we covered 
generating leads to converting them into successfully closed sales. Now in Part 3, we 
are looking to establish the success formula for the next step towards business growth - 
maximising retention. In this report we uncover the secrets of customer retention and take 
the first step to unlocking the potential lifetime value of each and every customer.

This report is all about providing an outstanding customer experience, having already 
made a great sale. If you simply aren’t receiving enough leads, or you are struggling with 
converting these into sales, you probably ought to stop now and read Parts 1 and 2 of the 
Special Reports to understand how to deliver a great pre-sales experience.  (visit www.
prospectsoft.com/specialreports). Assuming you have already attracted the right prospects 
and successfully turned them into customers, then read on and find out how to secure a the 
long term success of your most valuable asset – your customer base.

David Hunter 
Report Editor 
ProspectSoft™ Ltd

From the Editor

ProspectSoft™ CRM Locking Your Customers In For Life

Copyright (C) 2007, ProspectSoft™ Ltd. All rights reserved. 



2

ProspectSoft™ CRM Locking Your Customers In For Life

Contents

Introduction . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 3

Activity 1: Consolidate . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 4

 Defining Customer Retention . . . . . . . . . . . . . . . . . . . . . . . . . . . . 4

 Setting your Customer Retention Budget . . . . . . . . . . . . . . . . . . . 5

Activity 2: Innovate . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 6

 Marketing Your Clients  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 6

 Visible Quality Control . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 8

 Reward them for staying  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 8

 Keep Learning and Share Resources . . . . . . . . . . . . . . . . . . . . . . . 9

 Customer perception of Value: Functional & Emotional . . . . . . . . 9

 Customer Satisfaction is NOT Customer Retention . . . . . . . . . . . . 10

Activity 3: Analyse . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 11

 Customer Retention Profitability . . . . . . . . . . . . . . . . . . . . . . . . . . 12

 How to Know if you have Retained a Customer  . . . . . . . . . . . . . 13

Activity 4: Iterate . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 14

Activity 5: Orchestrate . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 15

Activity 6: Automate  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 16

Conclusion  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 18

Final Thoughts from the Editor . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 19

Recommended Reading . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 20



3

Attracting and retaining long-term customers is 
a powerful strategy for growing your business. 
Long-term customers whose expectations and 
needs are being constantly met are likely to 
feel more satisfied, stay with you through thick 
and thin, are more likely to purchase additional 
products and services from you, and are 
ultimately more likely to refer others – a very 
powerful and compelling list of reasons to take 
customer retention seriously.  

Unfortunately, during our research, we discovered 
that customer retention management is largely 
overlooked by UK businesses. It accounts for 
more than 88% of incurred opportunity costs and 
considerable losses. Throughout this report we’ll 
try to extract the potential for growth from every 
stage of your business process. Customer attrition 
is costing UK businesses millions of pounds every 
year. And yet, improving customer retention is 
usually relatively easy and effective. Take a look 
at some innovative ideas offered in each of the 
6 interdependent activities of the improvement 
cycle outlined below, and generate your own 
systematic results with minimal risk!  

Introduction

Consolidate!  
Customer Retention depends on good planning! If 
you don’t plan to deliver an outstanding customer 
experience, you almost certainly won’t.

Innovate! 
Be different, be creative, make your customers 
want to stay with you.

Analyse!  
Know your customers inside-out and retain them 
for longer.

Iterate!  
Ensure consistency through persistence and 
practice.

Orchestrate!  
Don’t work harder, but smarter – every 
department must contribute.

Automate!  
Automate your customer relationship 
management, and offer the ultimate customer 
experience.

“ The purpose of business 
is not to make a sale, 
but to make and keep a 
customer.”   
Peter Drucker,  
legendary management consultant

To read Part 1: Boosting Lead Generation,  
or Part 2: More Sales, More Profit visit  
www.prospectsoft.com/specialreports 

Consolidate

Iterate

Innovate

AnalyseOrchestrate

Automate

Maximise Retention 
with ProspectSoft

http://www.prospectsoft.com/crm/specialreports
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Activity 1: Consolidate

As with all strategies, the principle of consolidation 
(understanding where you are and where you need to 
go next) remains essential for your business growth and 
success. Before you even think about changing anything, 
try to answer these simple questions:

-  How do you currently measure (with facts not feelings) 
your customer retention or attrition rate?

-  How big is your Customer Retention budget (in both 
time and money) and where is it spent? 

Difficult to answer? Not questions that you generally ask 
at your management meetings? If you do know these 
answers then well done – you are one of the very few 
companies taking customer retention as seriously as new 
customer acquisition. Most of us don’t; most of us don’t 
know how much customer attrition is costing us and 
most of us don’t actively spend enough time planning to 
reduce that cost. 

Assuming that your answers to these initial questions 
were as vague as most managers and business owners 
we interviewed, let’s just pause for a moment to consider 
and answer these questions. After all, if we cannot 
identify where we are starting from, where we want 
to go and how much time, money and effort we are 
prepared to put into getting there, then we wouldn’t be 
able to call ourselves great managers, would we?

Defining Customer Retention 

How do you define customer retention in your business? 
How do you know if you have retained a customer? In 
order to know where we are starting from and to define 
clearly where we need to get to we need a consistent 
and measurable customer retention figure. If you expect 
all your customers to buy from you every day or week, 
then measuring those that don’t might be easy but if you 
don’t you might have to think a little harder, or even use 
a couple of measures. Perhaps you could use:

- Annually renewed contracts?

- Continued product use?

- Customer feedback forms and surveys?

- Repeat orders?

Curious Facts
Successful professionals are those 
who’ve learned the difference 
between client relations and client 
service. 

Each is equally important, but one is 
not the substitute for the other.  
In client retention, you have to have 
both.

www.marcusletter.com/retention 

Curious Facts
A study by Marketing Metrics 
found the average company has 
a 60-70% probability of selling 
again to existing customers 
and a 20%-40% probability of 
successfully selling to lapsed 
customers. 

That’s greater than the 
probability of selling to a new 
prospect: 5%-20%.

So why not benefit from your 
customers’ unexploited potential 
and boost your bottom line? For 
innovative ideas on how to do 
so, see Activity 2: Innovate.

http://www.marcusletter.com/retention    
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Once you have an idea of what you could measure, 
you really need a precise definition of how you are 
going to measure your customer retention success. 
Each industry or business will have a different view on 
customer retention measurement. Some businesses 
define customer retention in terms of the lifetime value 
of a customer, often discounted by time. This report is 
about trying to minimise this discount factor and improve 
your success in extracting the lifetime value of each 
customer. But before we explore how we might do this, 
you must establish a simple measure of your customer 
retention success in your business, perhaps you will need 
different measures for different groups of customer, but 
whatever you do don’t just carry on reading…decide 
on your measures right now and find out what your 
current customer retention rate is. Here are a couple of 
suggestions:

•  Percentage of customers renewing their 
annual contract over the last rolling 12 months 

•  Percentage of customers who made a 
purchase in the previous rolling 6-12 months 
and re-ordered in the last rolling 0-6 months

Setting your Customer Retention 
Budget
After you have defined how to measure retention 
in your business, and perhaps the different types of 
customers you have, we need to look at your budget. For 
established companies, retention deserves a bigger slice 
of the pie, and retention efforts just don’t come out of the 
marketing budget! Every department must contribute. 

You should be able to more easily justify your budget 
once you have a customer retention plan, so let’s make 
a simple one now. If you know what your customer 
retention rate is currently (see above) then for a basic 
plan, all you need is two more pieces of information:

- How much better do you think it could be (your Target)?

-  What difference will achieving your Target, over your 
current rate, make to your business profitability over 
the next one, two, five and ten years (see the Analysis 
section for more information on how to calculate this)?

So, we have established our starting point, we have set 
a target to reach for and we have justified to ourselves 
that it is worth spending at least a little time and effort 
in achieving that target. The next question is how, so let’s 
go on to look at some innovations that might help you 
reach this goal.

Justifying Customer Retention Spend
In most industries, it costs FOUR to SEVEN times more to 
replace a current customer than it does to keep one. In 
the book The Loyalty Effect, Frederick Reichheld found that 
companies could boost profits by almost 100% by retaining 
just 5% more of their customers, depending upon the 
industry. Other studies indicated that even small investments 
in retention produce a return of three to five times.

If even a small investment produces such considerable returns, 
you’d better consider planning your customer retention 
strategy sooner rather than later.

A budget tells us what we 
can’t afford, but doesn’t 
keep us from buying it.”
William Feather, American Author

“
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Innovation is the key factor for securing a competitive 
advantage. Take a look at the suggested innovative ideas 
below and then, just as importantly, use strong analysis 
(see Activity 3) to understand what actually works for 
you, and what doesn’t.

The 6 Secrets to Long-term Client Retention (inset) offer 
key areas to concentrate on for improved customer 
retention. These practical steps to improved customer 
retention will be further discussed on the following 
pages, followed by a more abstract look at the two most 
important guiding principles:

•  Customer Perception of Value: Functional & 
Emotional (see page 9)  

•  Customer Satisfaction vs. Customer Retention 
– they are NOT the same

Marketing to your customers
In Part 1 of the Special Report Series, we talked about 
marketing to the right target groups. The advice focused 
mainly on attracting new leads from cold databases but 
most of the principles are equally relevant to targeting 
your existing clients. Remember, that you have already 
established a relationship with your customer and 
already know more about them, and therefore need 
specific marketing for existing clients, including targeted 
marketing literature and advertising.
You should also revisit the customer profiling ideas 
from Part 2 of the report series, this will not only help 
you target your existing customers better, but will also 
increase your opportunities for greater re-spend with 
happier customers.

ProspectSoft™ CRM Locking Your Customers In For Life Innovation is the specific 
instrument of  
entrepreneurship – the 
act that endows resources 
with a new capacity to 
create wealth.”  
Peter Drucker 

“

The 6 Secrets to Client Retention 
People buy emotionally, not logically,  
for one of the following reasons:

1. Marketing for existing customers
2.  Frequency and Consistency of 

contact
3.  Match experience and expectations: 

meet the customers’ expectations 
not from your own but from their 
perspective

4.  Visible Quality Control: ask for 
feedback and input, quality systems

5. Reward them for staying on
6. Keep learning and share resources

Activity 2: Innovate

Customer profiling
Do you know which customers 
buy from you most often? 

Do you know which customers 
buy from you least often?

Do you know why?

Frequency and Consistency in personal relationships 
If someone hears your name ONCE, their retention is less than 10%

If they hear your name SIX times, their retention is over 90%.

How much more successful would you be simply by increasing your frequency of contact? 

To get your copy of Part 1 or Part 2 of the Business Growth report series, visit   
www.prospectsoft.com/specialreports  

http://www.www.prospectsoft.com/specialreports    
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How often do you communicate with your customers? 
Do you remember what each customer said, or wanted 
during your last meeting? How do you keep track of your 
customer information? What means of communication do 
you use? If you need ideas on types of communication 
methods, see the blue box ‘Innovative Contact 
Management’ or read our Boosting Lead Generation 
report. 

Frequency of communication could be made consistent 
and professional by using automated systems. For more 
on this topic, see Activity 6 – Automation (Page 16) 
Alternatively, book a free consultation with one of our 
CRM consultants by visiting www.prospectsoft.com/
consultation.

These automated systems can allow even greater 
personalisation of your marketing, resulting in more 
effective targeting and more profitable relationships. 
You help both the customer and yourself when you send 
a brochure on a subject of mutual interest. A simple 
newsletter, either your own or one of the excellent 
packaged ones, covering information of interest or 
concern to the customer also aids personalised marketing 
and enhances the relationship. The customer should 
know you exist between contacts, between matters, and 
between consultations.
 
Finally, make sure you maintain personal relationships. 
Regular marketing communications go a long way, but 
customers who perceive a personal relationship will be 
more loyal and more forgiving if things go wrong.

Experience and Expectations
How well does your customers’ experience match their 
expectation? Much of that expectation is set in your 
marketing literature, website and sales approach, so take 
a look at these and ask yourself if you deliver what they 
promise. Do you really live up to these expectations or do 
you fall short. Do you exceed them or do you just deliver 
something different? Either way you need to take action.
You must deliver the exact benefit to the customers 
that were first promised when they were attracted to 
you. After that, you need to be aware of the developing 
marketplace and your customers’ increased or changed 

expectations; match them and continue to deliver on 
your original promise and you will retain your customers. 
Remember the Wonderful Paradox from our Second 
Special Report? If not take a look at the inset box.

The tie-up between marketing, sales and retention 
is really quite simple. Different customers will be 
attracted to different suppliers for different reasons, 
based on the expectations set by marketing activities, 
recommendations and the brand. They then buy if the 
sales process promises them the same or better. They 
stay if the experience delivers on these expectations and 
promises or betters them. But note, it isn’t just about the 
product: the expectations and promises are as much, if 
not more so, to do with the experience USP’s than the 
product USP’s.

The Wonderful Paradox  
“I have more fun and enjoy more financial success 
when I stop trying to get what I want and start 
helping other people get what they want.”

One Minute Sales Person Larry Wilson

Innovative Contact Management
One consultancy agency believes 
that the impact of greeting cards is 
incredible, with a typical response rate 
of over 50%!

Greetings cards can make a difference 
to your contact management and 
can be an effective way of following 
up and tracking sales leads. With an 
effective automated business solution 
you can send one-time mailings or 
set up automated campaigns to fit 
your preferences: weekly, monthly, or 
quarterly.
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Visible Quality Control
What is quality? Take a look at the Curious Facts box.
So Quality Control Systems shouldn’t be just about your 
products or services, they should revolve around your 
customers. Even if you don’t offer a product or service 
traditionally associated with quality control, you can still 
go a long way with automated customer records and 
customer interactions with the ability to set and measure 
customer management and communication standards. 
For more information on customer-focussed quality 
control systems take a look at Activity 6 - Automate

Customer feedback and surveys - you may have your 
internal quality control systems, but if the customer 
doesn’t know that, then the client has no reason to 
believe they exist. In today’s busy world, we need to 
learn to communicate with our customers on just these 
kinds of topics – the ones they care about, to inform them 
of our efforts to improve quality.
 
Any business which doesn’t take active steps to remain 
aware of customer attitudes towards them must simply 
like losing customers. If nothing else, a simple one page 
survey, annually, goes a long way.
 

 
Reward Them for Staying
What do you do to reward your loyal customers? Or do 
you perhaps, like most companies, see loyal customers 
as “cash-cows” to be milked for every penny? Maybe 
you aren’t that bad but unless you go the other way, your 
customers may perceive you in just that light.

It doesn’t need to be a hugely expensive reward. Perhaps 
just a letter of thanks – “Thank you for ten years of 
business…” Perhaps you could run a customer open day 
and invite your most loyal customers for a tour of your 
factory? Perhaps a discount off their next order, but it 
might be more meaningful to take your best customers 
to a football/rugby/tennis match – and maybe even 
less expensive. If you really can’t be more imaginative, 
then how about the tried and tested box of chocolates or 
bottle of wine with a hand-written thank you card… go 
on… try it… you will be surprised how far a little old-
fashioned gesture can go.

ProspectSoft™ CRM Locking Your Customers In For Life

Curious Facts
Quality, a buzzword frequently used 
in business, relates to the customer, 
not the professional firm. If your 
business doesn’t perceive quality in 
terms of the customers’ needs, then 
your service could well be the best 
there is, but not for that customer. 

Curious Facts
According to Happy Sales Consultancy 
68% of customers who leave a 
supplier state the reason was they 
felt ignored by the salesperson.

Quality means doing it right 
when no one is looking.”
Henry Ford

“
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Keep Learning and Share 
Resources
You won’t find all the answers for customer retention 
in this report! You won’t find them sitting at your desk 
trying to answer all the questions we have posed. You 
probably won’t ever find all the answers, but you will find 
a lot more if you keep your eyes and ears open. Ask your 
most loyal customers what makes them stay with you. 
Ask yourself why you stay with certain suppliers. Look out 
for good customer experiences that make you think “I’ll 
use them again”. Whatever department you are in, look 
outside of your relationship with your customers and talk 
to other departments about theirs. Keep looking, keep 
listening and keep learning. 

Customer perception of Value:
functional & emotional 
So far, we have listed the six key areas in which your 
business should be taking action to retain its customers. 

But it is always worth taking just a moment to look 
behind your actions, at your philosophy – your business’ 
underlying attitude to customer retention. If you want to 
know if you are really likely to retain your customers, a 
fundamental question that your business has to ask  
itself is:

“ Do my customers want to be retained?”,  
or more directly, 

“ How do my customers benefit from being loyal to our 
business?” 

In this sense, it is essential that your business provides 
each customer with real value, both functional and 
emotional. Instead of focusing on how valuable 
your customer is to the business, ask yourself how 
valuable your business is to the customer. In truth, your 
competitors may offer a product of similar functional 
value to that of your own. It’s what you do to the 
customer experience – the emotional value – that 
really makes the difference when it comes to retaining 
customers and enhancing loyalty. What emotion do your 
customers want, and what do you do to give it to them? 
Do they want to feel safe with you and your products, 
or perhaps pampered? Do they want consistency or 
excitement? Do they want novelty or security? There is 
no right answer but if you can’t identify what your best 
customers want you will inevitably try to retain everyone 
and, in doing so, retain no-one.

Looking for More Ideas?

Why not book a place on one of our 
FREE Business Growth Workshops?
Visit www.prospectsoft.com/events 
to find out more!

Quality in a service or 
product is not about what 
the supplier puts in, it is 
what the customer gets out 
and is willing to pay for.”
Peter Drucker 

“

http://www.www.prospectsoft.com/events    
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Customer Satisfaction is NOT 
Customer Retention 
For some customers, accountability might be driven 
by on-time deliveries. For others, it might be quality, 
with minimal defect rates. Some might judge you by 
order processing and billing capabilities; others, by the 
immediacy of customer support.

Knowing how customers hold you accountable has 
numerous advantages. It allows you to focus your 
improvements in operational excellence. If the majority 
of your customers hold you accountable for on-time 
deliveries, you then know where to devote the bulk of 
your attention and resources. It makes little sense, for 
example, to invest in improving “satisfaction” when 
it’s not relevant to customer operations. Knowing 
accountability also provides an early warning signal. 
If customers who hold you accountable for excellent 
customer support start defecting, it’s time to add more 
front-line personnel or take other steps. 

Client retention, then, requires more than the obvious 
factors of doing good work and delivering it on time. 
Ultimately it’s about knowing your customers and seeing 
what they see. 

ProspectSoft™ CRM Locking Your Customers In For Life

For more advice on how to enhance customer retention 
through automation, book a free consultation with one  
of our CRM experts on    
www.prospectsoft.com/consultation  

Hints and Tips  
Successful companies are aggressive in tracking 
both customer satisfaction and dissatisfaction. 
Several methods may be used, including:
• Complaint and Suggestion Systems 
• Customer Satisfaction Surveys 
• Ghost Shopping
• Lost Customer Analysis

Remember that the principle of innovation 
requires that the company continually seeks 
new ways to do things in order to generate real 
improvements. The company that overlooks this 
will eventually lose out to a competitor  
that hasn’t… 

Harvard Business Review 
reported that between 
65% and 85% of 
customers who chose a 
new supplier say they 
were satisfied or very 
satisfied with their former 
supplier. Instead of asking 
whether customers are 
satisfied, companies must 
determine how customers 
hold them accountable.”   
Nick Wreden  

“

http://www.prospectsoft.com/consultation    
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Analysing customer retention can take a 
long time – if your average retention is 
years, measuring the impact of changes 
could take years too. However, if you 
measure the underlying factors that drive 
customer retention, you can more easily 
analyse the impact of innovation on 
customer satisfaction scores earlier.  
Not only does this make analysis easier,  
it also allows you to take action before  
it’s too late.

Surveys 
As mentioned in the Innovation Activity, you can use 
surveys to ask customers what they think your brand 
stands for and how well you deliver on these factors. 
Consider that a recent survey found 25% of all purchases 
result in consumer dissatisfaction, but only 5% of 
dissatisfied customers complain. Instead, most customers 
simply switch suppliers. Better knowledge of what your 
customers think about your business is a proven way of 
boosting your customer retention.

Comparisons 
What is the difference between the customers you 
lose and the customers you keep? Are they in different 
sectors? Were they buying for different reasons? How 
big are their businesses? Where are they located 
geographically? 

Looking at your existing customer base can be crucial 
in ensuring your marketing efforts are focused at the 
right people. If you know that your most easily retained 
customers share similar characteristics, you may wish to 
focus on this group in the future. 

Activity 3: Analyse A Conclusion is the place 
where you got tired of 
thinking.”
Martin H. Fischer 

“

Curious Facts
Dissatisfied customers have been 
the focus of a lot of attention 
recently following some significant 
new research:

-  For every one that complains there 
are at least 25 who do not.

-  Dissatisfied customers will tell 
eight to sixteen others about their 
dissatisfaction. With the use of 
the web, some are now telling 
thousands.

-  91% of dissatisfied customers 
never purchase goods or services 
from the company again.

-  A prompt effort to resolve a 
dissatisfied customer’s issue 
will result in about 85% repeat 
customers

 

Adam 6 Sigma Newsletter
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How profitable is customer 
retention?
Before we analyse customer retention any further, it is 
important to understand just how profitable improved 
retention could be in your business. After all, successful 
customer retention comes as a result of considerable 
effort on behalf of the entire business and ultimately 
the programme has to generate significant profit to 
be worthwhile. Below is a table of three scenarios 
demonstrating the relationship between profitability 
and customer retention. The numeric example may be 
relatively simple, but it clearly demonstrates how even 
a 1% increase in customer retention can lead to a 5% 
increase in profit.

The Key to Turbulent Free Success? 
 
In the 1980’s, Lord King of British Airways 
set about turning round the ailing airline. 
The company knew that the timely arrival 
and departure of its planes were where 
the key performance indicators lay, and it 
was decided that the focus should be on 
reducing the occurrence of late planes. 

Lord King requested to be notified, 
wherever he was in the world, if a BA 
plane was delayed over a certain time, 
say two hours. The BA airport manager at 
the relevant airport knew that if a plane 
was delayed beyond a certain “threshold”, 
they would receive a personal call from 
the Chairman. It was not long before BA 
planes had a reputation for leaving on 
time. 

Scenario No. Of 
Customers

Average 
Order Value

Order 
Frequency

Year 1
Turnover Overheads Retention 

(%)
Year 2

Turnover Profit Up/Down 
(%)

1 110 100 2 22,000 18,000 100 22,000 4000 -

2 110 100 2 22,000 18,000 95 20,900 2900 -27

3 110 100 2 22,000 18,000 96 21,120 3120 -22

Consider Scenario 1 as the company’s potential performance. If the company were to retain all its 110 customers over 
the period, its turnover would be £22,000 and profits would total £4000. If we were to use this scenario as the base to 
draw comparisons against, we can see the relative effects of even only 5 lost customers.

Scenario 2: Shows the same number of customers but with 5% lower retention (95%). In real terms, this means a 
loss of 5-6 customers, each spending £200 over the period, leading to a fall of around £1,000 in turnover, or a 27% 
reduction in profits.

Scenario 3: Scenario 3: Shows the same number of customers again, but with a retention rate of 96%. We can see 
that if we had just 1% more retention over scenario 2, profits would increase to £3,120, 5% more than if our retention 
were only 95%.

If you did a similar exercise to determine the effects of 
customer retention on your profitability, what would the 
results show? 

Booking a free consultation with one of our CRM experts 
could be the next step in locking your customers in for 
life, and generating significantly more profits.  
Go to www.prospectsoft.com/consultation,  
or call +44 (0) 1494 895555 today!

http://www.prospectsoft.com/consultation    
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How do you know if you have 
retained a customer?
How does your company define customer retention? Take 
a look at the definition in the box. We can see that the 
basic definition of customer retention is dependant on 
maintaining relationships with all our customers. This 
can include contacting your clients regularly, obtaining 
frequent customer feedback and dealing with repeat 
orders. However, if your customer base comprises a large 
number of people this may be easier said than done.

To help analyse your customer retention, it will be worth 
looking at how often your customers should re-order 
from your company. Look at the number of customers 
who bought from you in the last 3 months for example. 
Exclude any new customers gained and compare the 
figures with those who bought in the previous 3 months 
– what do the findings tell you? Are your customers 
slipping silently out of the back door?

Customer Retention?  
No Thank You!
In their 1995 article in Harvard Business Review, Reichfeld 
and Sasser were not the first to raise the question as to 
whether some customers may not be worth keeping, 
but they did give some useful ways to measure this. In 
almost all businesses, there are a number of unprofitable 
customers whose ongoing spend does not even cover 
variable costs. This isn’t then the 80-20 rule, but perhaps 
the 105-20 rule where 105% of your profit comes from 
the top 20% of customers. In effect this minority of 
unprofitable customers are running away with your hard 
earned profits.

Another analysis of customer retention that may be 
worthwhile then, is to work out your Customer Lifetime 
Values. For example, consider a customer that spends 
£1,000 per month on your services. The customer spends 
this amount 12 months a year and expects to remain in 
business for another 10 years. Therefore, they expect to 
spend £120,000 on future services from your company.  
If your company makes a 30% profit margin, your client’s 
lifetime business will contribute £36,000 to your profits. 
Your company risks all of this if the customer receives 
poor service from any of your staff or the competition 
offers a better service.

The main steps in establishing a 
customer retention programme

•  Identify key customers meriting account 
management

•  Assign a skilled account manager to each 
key customer, with similar characteristics that 
match or appeal to the customer

•  Develop a clear job description for the 
account managers. Set objectives and 
develop evaluation criteria for these to be 
assessed against.

•  Have each manager develop annual and 
long-range customer relationship plans

•  Appoint an overall manager to supervise the 
account managers to further increase their 
effectiveness

Philip Kotler

Customer Retention  
Maintaining the existing 
customer base by establishing 
good relations with all who buy 
the company’s product
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If you could get it right first time then you 
would already have done so. Because 
your business environment is continuously 
changing, there is a constant need to 
review, change and analyse processes in 
order to find what works better and how 
improvements can be made.  

Activity 4 - Iterate

When you practise you 
maximize your potential 
and everyone wins. When 
you don’t, we all lose”
Etienne A. Gibbs, 

MSW, Management Consultant and Trainer

“

Act
If the test is 
successful, 

implement the 
process 

Plan
Draw up a plan to 
improve a process

Do
Test the plan 

in a small 
field test to 
gauge how 

successful the 
plan may be

Check
Assess the results 

of the test

Remember, that if you haven’t found the best way of 
doing things in your business, the only way to do so is 
to try something new. If it doesn’t work, change it again 
and analyse the impact. Don’t be afraid of trying new 
things and more importantly, don’t be dissuaded if they 
don’t work. Successful companies take risks in order to be 
different and find the winning formula.

For free advice on mastering customer retention, book 
a free consultation with one of our experts at 
www.prospectsoft.com/consultation.

When you are 
not practising, 
remember, 
someone 
somewhere is, 
and when you 
meet him he 
will win”
Ed Macauley, basketball legend

“
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Consistency of experience can only be 
guaranteed by making sure that everyone 
in the company is equally focused on 
providing the service and product, and 
ultimately meeting the expectations of 
your customers to the set standards of 
your company. Ensuring regular relationship 
management with existing customers 
and targeting communications to each 
customer regularly will provide consistency 
of communication and service, while 
improving customers’ perception of quality. 

It is important to remember that in today’s hectic 
business environment, there are many ways in which 
you can communicate with your customers, and as 
a result they are being exposed to a greater variety 
of communications from various sources. Messages 
delivered via different promotional approaches such 
as direct mailings, public relations and personal selling 
should all form part of a single message about the 
company and be as consistent as possible in order to 
prevent a blurred understanding of what it is you are 
trying to communicate.

Many businesses find that the consistency of their 
communications in delivering the desired message is 
made considerably more effective by integrating all the 
company’s points of reference to the customer as closely 
as possible. Take a look at the hints and tips box on this 
page. How can you increase the consistency of your 
communications to ensure you communicate the right 
message each time, every time? 
 
To maximise the effectiveness of your communications 
and ensure consistency throughout customer interactions, 
it is essential to use some kind of automated systems. 
Have a look at the next page for more ideas on what 
could be achieved with such systems. 

Activity 5 - Orchestrate

Getting together 
is a beginning.
Keeping together 
is progress.
Working together 
is success.” 
Henry Ford

“

Hints & Tips
•  Each contact with the business will 

deliver a message to the customer, 
whether it be good, bad or indifferent.

•  Consider each area of the business that 
will ultimately deal with your clients. 
It is certainly worth reiterating what 
specifically your business is trying to 
communicate, and integrating all these 
points of contacts to communicate it 
well.  

•  Which one member of staff is in 
charge of thinking through the various 
promotion tools and co-ordinating the 
promotional mix? If there is more than 
one person in this role, is it possible they 
have different views on what they think 
the company should be communicating? 
Ultimately, in order for the firm’s external 
communications to be incorporated 
successfully, it must first integrate its 
internal communications.
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Regular and detailed analysis can both help you to 
identify areas for improvement (driving and focussing 
your innovation) and act as the ultimate quality control 
system in your business. But analysis can be very time 
consuming and errors can lead to the wrong decisions 
being made, and we’ve all made spreadsheets that don’t 
add up before! So if you are really looking to drive your 
customer retention forward you need to take a serious 
look at automating your business and your analysis.

Automated Solutions
Automated solutions such as CRM software are a 
powerful and effective way to make the most of your 
customer retention strategy. Modern CRM software can 
enable businesses of all sizes to track their sales and 
opportunities at the individual customer level. Through 
the integration of company-wide data, automated 
CRM systems can provide a wide array of information 
instantly, such as which customers are buying more or 
less – or even which customers have stopped buying and 
are no longer profitable. 

For those customers who continue to buy, automated 
CRM software can help to deliver a consistent and high 
quality service - for example, offering each sales person 
instant access to stock levels, sales history and fast order 
taking through real-time accounts integration.

Automated systems, perhaps most importantly, will 
allow effective logging and tracking of specific customer 
problems and complaints, ensuring that your company 
reacts quickly to turn customer dissatisfaction into 
customer loyalty through good communication and 
speed of remedy.

Managing Customer 
Relationships through 
Automation
Automated solutions offer the ability to not only interact 
with your customers on an individual basis, but to 
actively encourage your entire workforce to do the 
same. Specifically, automated CRM allows you access 
to powerful profiling tools that can categorize your 
customers into specific groups based on demographics, 
priorities or objectives - allowing your interactions to be 
relevant, frequent and effective. While automated CRM 
may not be for everyone, countless businesses continue 
to experience better relationships with their customers 
– locking them in for life! 

ProspectSoft™ CRM Locking Your Customers In For Life

Activity 6 - Automate

Customer Relationship 
Management  
“CRM systems are IT-based 
applications that integrate a 
company’s information about 
customers with the knowledge 
of how to use that information. 
They are based on the basic 
marketing belief that an 
organisation which knows its 
customers, and how to treat 
them, has an advantage in the 
marketplace.”

Philip Kotler 

Marketing Expert    

Implementing CRM Software will NOT 
retain your customers for you. CRM 
Software is not a business strategy. 
However, if you first set out your 
strategy for customer retention and 
business growth, only then will CRM 
Software become a great tool to help 
you deliver on your strategy.”  
Andrew Ardron, ProspectSoft Managing Director 

“
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Automate Your Success
If you would like to find out how CRM can help grow 
your turnover and profitability through improved 
customer retention, please visit  
www.prospectsoft.com/consultation or call +44 (0) 
1494 895555 today to book a free consultation with one 
of our CRM experts.

ProspectSoft CRM  
“Turnover is up by nearly 50% over the 
last year, due in no small part to the extra 
management control that ProspectSoft CRM 
gives us.”

Andrew Watson,  
General Manager, Bathing Solutions Ltd

http://www.prospectsoft.com/consultation    
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If we don’t take care of 
our customers, someone 
else will.” 
David Hunter  – ProspectSoft Communications Manager

ProspectSoft™ CRM Locking Your Customers In For Life

In this report on “Locking Your Customers 
In For Life”, we have looked at the 6 key 
activities that guarantee success:

Consolidate!
Draw up your customer retention plan, complete 
with how you would define “customer retention”
in your business, a target to go for and a budget 
for getting there!

Innovate! 
Think about what you could do differently and 
look at your business from your customers’ 
perspective. Use your existing relationship to 
reach your customers in ways your competitors 
can’t.

Analyse! 
Find out how profitable your customers really are 
and focus on those who will remain loyal and 
contribute the most to your profits.

Iterate! 
Frequent improvements constitute big changes. 
Practise, persevere, and reap the rewards. 

Orchestrate!  
Once you have found the winning formula, apply 
it business-wide and maximise your loyalty. If you 
know what your customers want and what will 
keep them, why would you allow anyone in your 
business to do something different? 

Automate!  
Track your customers’ buying patterns, tailor your 
interactions to customers, keep regular contact 
and exceed their expectations!

Many businesses see customer retention 
as a problem. Customers that leave the 
company in favour of the competition do 
so in the hope of seeking greater gains 
for themselves, and in turn, benefit your 
rivals. However, the business that sees 
reducing customers’ defection as an 
opportunity to grow are the ones who are 
likely to experience continuing success.  
To discover how ProspectSoft CRM 
can help you make the most of this 
opportunity, visit  
www.prospectsoft.com/consultation  
or call us on: +44 (0) 1494 895555 to 
book a free consultation. 

Conclusion

“

Consolidate

Iterate

Innovate

AnalyseOrchestrate

Automate

Maximise Retention 
with ProspectSoft

http://www.prospectsoft.com/consultation    


19

Final Thoughts from the Editor

This Report includes information and techniques on making a real 
difference to your customer retention. The ideas raised in this report have 
proven to be of great value to businesses like yours, but remember that major 
changes won’t happen overnight – it’s up to you to make the first step, to put 
some of these ideas into practice and to keep innovating.

I hope you have found this report useful, and have enjoyed reading it as much as we had 
writing it. If you would like to find out more about how we are helping businesses all over 
the world to grow then why not come to one of our Business Growth Workshops. For 
more information visit www.prospectsoft.com/events. Alternatively, if you would like to 
leave any feedback or make a suggestion about further reports, please drop us an email at 
feedback@prospectsoft.com

If you haven’t yet read them, Part 1 - Boosting Lead Generation and Part 2 - More Sales, 
More Profit are available from our website www.prospectsoft.com/specialreports  

If you would like to discuss any of the issues raised in this report further, please contact us 
on +44 (0) 1494 895555 or drop us an email at: enquiries@prospectsoft.com. Alternately, 
you can book a FREE consultation with one of our CRM consultants by visiting  
www.prospectsoft.com/consultation

Finally, if you would like to find out more about how ProspectSoft has helped other 
businesses like yours achieve remarkable results, please visit  
www.prospectsoft.com/customers

We look forward to hearing from you.

David Hunter 
Report Editor 
ProspectSoft™ Ltd

What Next?
Lock Your Customers in for Life!
If you are hungry to find out more about customer 
retention and what strategies you could employ in 
your business, why not come along to one of our 
Business Growth Workshops? Visit www.prospectsoft.
com/events .

http://www.prospectsoft.com/events.    
mailto:feedback@prospectsoft.com   
http://www.prospectsoft.com/consultation   
http://www.prospectsoft.com/customers   
mailto:enquiries@prospectsoft.com
http://www.prospectsoft.com/events
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We found it incredibly hard 
squeezing all our ideas into 
just 20 pages! To further 
improve your knowledge 
on customer retention, 
we recommend reading 
some of the following 
publications, without which 
this report would not have 
been possible.

1.  ProspectSoft (2007) Boosting Lead 
Generation Special Report  
www.prospectsoft.com/moreleads 

2.  ProspectSoft (2007) More Sales,  
More Profit Special Report  
www.prospectsoft.com/moresales  

3.  CIM (2006) The Marketer Magazine  
June edition

4.  Sales Performance (2006)  
www.salesperformance.com

5. Seth Goddin (2005) The Big Moo

6.  Nick Wreden (2006) How To Increase 
Customer Profitability

7.  Adam 6 Sigma Newsletter (2006)  
www.adamssixsigma.com/Newsletters 

8.  The Insider Reports (2006)  
www.insiderreports.com 

9. Philip Kotler (2004) Principles of Marketing

10.  The new thinking on KPIs – and why you  
are working with the wrong measures 
www.waymark.co.nz

Recommended Reading

http://www.prospectsoft.com/moreleads    
http://www.prospectsoft.com/moresales    
http://www.salesperformance.com
http://www.adamssixsigma.com/Newsletters
http://www.insiderreports.com
http://www.waymark.co.nz


Customer Relationship Management (CRM) is the 
ultimate tool for attracting, developing and most 
importantly retaining customers. 

Find out more about ProspectSoft™ CRM and how  
we can help you to grow your business online at: 
www.prospectsoft.com or call us on  
Tel: +44 (0) 1494 895555.
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