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Growth vs. Perfection

My employees tell me we need to
grow, add more clients. | see you
talk about the same thing. Here's
my fear: we still have some
problems handling the accounts
we have. | want our clients’
experience with us to be perfect,
and sometimes it isn't. How can |
possibly endorse growth, if we
can't do a great job taking care of
the clients we already have?

This is really a strategy question,
and one that | hear quite often
from business owners. It's good
that you want your customers to
have a great experience, and it's
important that you're concerned
about the quality of the
experience your clients have with
your company. On the other
hand, you may be more worried
about perfection than you need to
be, and that worry may be
holding your company back. Or,
you may have clients who aren't
the best fit for your company, in
which case they may be holding
you back. Either way, you have to
get on with growth, or you'll get
left behind.

There is a term in economics
known as marginal output, also
described as the law of
diminishing returns. Diminishing
returns usually show up after
you've been at something for
awhile. This economic concept
says that as your effort increases,
you get less in return. The more
you use, the less you get.

Think of diminishing returns
through this example. You are
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writing a report. You finish up the
report and go back through it for
a full review. You find lots of edits
to make, and a bunch of typos,
which you correct. Then you go
back through the report a second
time, and make a few more
corrections, fix a couple typos
you missed on the first review.
You go back through again, find
another item you want to change,
no more typos. Now you debate
whether to go back through a
fourth time, and decide it's not
worth it.

Here’s the translation of that little
example. By reviewing your
report the first time you found real
corrections to make. By the third
time through, it's good enough.
Any more checking would mean
you might find things to change,
but they wouldn’t really make the
report better, just different. That's
what happens in business as
well. Pursuing the next increment
of quality nets you less in real
output improvements, and costs
you time and effort you could
have put towards solving other
needs.

How do you figure out this law of
diminishing returns in  your
business? Sample your
customers, using a scale from 1-4
(don’'t use a 1-5 scale, it lets
people off the hook and gets you
a neutral, in the middle answer,
#3, that tells you nothing). Ask a
specific group of customers:
e how do they rate your
company’s product or
service
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e how likely are they are to

continuing buying from
your company

e how do they rate the
match  between value

received and fee paid

e how likely would they be
to pay $  more for an
improvement  in  your
product or service

Next, go through your client list
and identify troublesome clients —
the most challenging and least
willing to pay, the least happy
clients. ldentify one thing that
each of those clients must
change, in order to continue to do
business with your company.
Decide if it's worth informing
those clients of your list of
demands. Add up the income
those challenging clients
represent, and build a plan to
replace that income with newer,
more appreciative clients, in case
those clients can't or won't turn
around.

Develop an overall growth plan.
Focus on sales. Figure out how to
add enough new clients each
year, so that you can afford to
weed out poor quality clients and
still have a net gain. Find clients
who want what your company
provides, and who are willing to
pay a reasonable fee to get it.
Whatever you do, don't hide out
inside the company, trying to
perfect an already good enough
product or service.

Expand your base through sales.
Give your company more options
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by acquiring more customers.
Provide more income to put
towards solving problems by
increasing revenue  streams.
Focus on the right customers by
having enough customers so that
you can afford to lose the ones
that aren’t right.

Recognize that you can't please
all of your customers all of the
time. The profits go to pleasing
the majority most of the time, and
knowing when to say, enough is
enough, it's time to get cracking
with sales.

Looking for a good book? Try
Return on Customer, Creating
Maximum Value From Your
Scariest Resource, by Don
Peppers and Martha Rogers.

Business owners regularly turn to
Ask Andi and Strategy Leaders for
advice on how to grow profitable,
successful companies. They find
what they need time after time.
Specific advice is available at
www.AskAndiBlog.com. Ask Andi is
also published weekly in the
Westchester and Fairfield County
Business Journals and Hudson
Valley Business. Written by Strategy
Leaders President, Andi Gray, the
Ask Andi column is a rich source of
advice for owners of established,
privately held businesses.

If you are a business owner and you
have a question or would like to
discuss some aspect of your
business, call 1.877.238.3535 or
send an email to

AskAndi@ StrategyLeaders.com.
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