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Peer-to-peer question

Last issue, the president and CEO of a
Winnipeg-based company wrote to ask
PROFIT-Xtra readers:

"l am considering 'firing'one of my customers.
He's very rude to my employees, he's always
haggling for discounts and he expects special
treatment. However, he always pays on time,
and his business is responsible for about 15% of
my company's revenue. | am torn. Has anyone
ever had a similar experience?"

Answer

Mellina

This is a dilemma most of us face as we build
our companies. For sure, 15% constitutes a
sizable chunk of your company's revenue, and
timely payments are extremely valuable in term
of cash flow. However, revenue and cash flow
are just part of the equation. What about the
costs!?

provided by Edmond

First, there is a direct financial cost, i.e., lower
margins due to your customer's constant
haggling for discounts, as well as the special
treatment he gets.

Second, there is a "soft" cost, and this is more
concerning to me. Since you've let this
customer be very rude with your employees,
they must feel you don't really care about them.
The consequence: less trust in you as their
leader. | would also bet that their motivation
and engagement levels are down, and that they
feel less loyalty towards you and your company.

Why is that worrisome? According to the latest
PROFIT HOT 50 report, 88% of the HOT 50
companies mentioned both "the ability to
attract good staff' and "the ability to retain
good staff" as critical to building their business. |
don't know about you, but | don't feel like
working for a boss who lets customers be rude
with employees. So, by not acting, you are
shooting yourself in the foot.

Finally, there is a negative impact on your own
effectiveness as an entrepreneur: you are
wasting valuable time and energy, both mental

and emotional, thinking about and dealing with
the situation. You would be better off investing
this in your good customers, and in further
developing the business.

Second, there is a "soft" cost, and this is more
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customer be very rude with your employees,
they must feel you don't really care about them.
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Finally, there is a negative impact on your own
effectiveness as an entrepreneur: you are
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the situation. You would be better off investing
this in your good customers, and in further
developing the business.

Here are my recommendations. If the damage
to your people is already high, then bite the
bullet: fire the customer and explain to your
employees why you did it. Your action will send
the strong message that you really care about
them, that money is not everything and that
customers won't come first if they don't respect
fundamental values like mutual respect. You will
experience short-term revenue pain, but the
longer-term  gains  should more than
compensate for it.

If the damage is not yet significant, then work
on securing new business to compensate for
the 15% of revenue. Then fire the bad
customer, and make sure to explain your
decision to the employees.
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