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ABSTRACT 
Every business unit emphasizes on spurting a long term relationship with customers to 

nurture its stability in today’s blooming market. Customer’s expectations are now not only 

limited to get best products and services, they also need a face-to-face business in which they 

want to receive exactly what they demand and in a quick time. Customer Relationship 

Management is an upright concept or strategy to solidify relations with customers and at the 

same time reducing cost and enhancing productivity and profitability in business. An ideal 

CRM system is a centralized collection all data sources under an organization and provides 

an atomistic real time vision of customer information. A CRM system is vast and significant, 

but it be can implemented for small business, as well as large enterprises also as the main 

goal is to assist the customers efficiently. 

Key Words: Customer Retention, Customer Satisfaction, Customer Life Time Value, 

Customer Loyalty  
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INTRODUCTION 
Customer Retention is the activity that a selling organization undertakes in order to reduce 

customer defections. Successful customer retention starts with the first contact an 

organization has with a customer and continues throughout the entire lifetime of a 

relationship. A company’s ability to attract and retain new customers, is not only related to its 

product or services, but strongly related to the way it services its existing customers and the 

reputation it creates within and across the marketplace. 

Customer retention is more than giving the customer what they expect, it’s about exceeding 

their expectations so that they become loyal advocates for your brand. Creating customer 

loyalty puts ‘customer value rather than maximizing profits and shareholder value at the 

center of business strategy’.1

 
 

The average business loses around 20 percent of its customers annually simply by failing to 

attend to customer relationships. In some industries this leakage is as high as 80 percent. The 

cost, in either case, is staggering, but few businesses truly understand the implications. The 

consequences of customer retention also compound over time, and in sometimes unexpected 

ways.  Even a tiny change in customer retention can cascade through a business system and 

multiply over time. The resulting effect on long-term profit and growth shouldn’t be 

underestimated. Behind each technique listed here there is an in-depth step-by-step process 

that will increase your customer retention significantly once implemented, and will have a 

massive impact on your business. 

 

The Easiest Way to Grow Your Customers Is Not To Lose Them 

                                                

1 Reicheld, Frederick (1996). The Loyalty Effect: The hidden force behind growth, profits and lasting value. 
Watertown MA.: Business Harvard Review. 

http://en.wikipedia.org/wiki/Product_%28business%29�
http://en.wikipedia.org/wiki/Marketplace�
http://en.wikipedia.org/wiki/Brand�
http://en.wikipedia.org/wiki/Shareholder_value�
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1. Reducing Attrition: Virtually every business loses some customers, but few ever measure 

or recognize how many of their customers become inactive. Most businesses, ironically, 

invest an enormous amount of time, effort and expense building that initial customer 

relationship. Then they let that relationship go unattended, in some cases even losing interest 

as soon as the sale has been made, or even worse, they abandon the customer as soon as an 

easily remedied problem occurs, only to have to spend another small fortune to replace that 

customer. The easiest way to grow your business is not to lose your customers. Once you stop 

the leakage, it’s often possible to double or triple your growth rate because you’re no longer 

forced to make up lost ground just to stand still. 

2. Sell and then sell again: So many people do an excellent job of making the initial sale, 

then drop the ball and get complacent, ignoring the customer, while they chase more 

business. Your selling has actually only just begun when someone makes that initial purchase 

decision because virtually everyone is susceptible to buyer’s remorse. To lock in that sale, 

and all of the referrals and repeat business that will flow from it, you need to strike while the 

iron is hot to allay your customers’ fears and demonstrate by your actions that you really 

care. You should thank them and remind them again why they’ve made the right decision to 

deal with you … and put a system in place to sell to them again, and again, constantly 

proving that they made the right decision. 

3. Bring back the “lost sheep”: There’s little point in dedicating massive resources to 

generating new customers when 25-60% of your dormant customers will be receptive to your 

attempts to regenerate their business if you approach them the right way, with the right offer. 

Reactivating customers who already know you and your product is one of the easiest, 

quickest ways to increase your revenues. Re-contacting and reminding them of your 

existence, finding out why they’re no longer buying, overcoming their objections and 

demonstrating that you still value and respect them will usually result in a tremendous bounty 

of sales and drastically increased revenues in a matter of days and will lead to some of your 

best and most loyal customers. 

4. Frequent Communications Calendar: Avoid losing your customers by building 

relationships and keeping in touch using a rolling calendar of communications. This is a 

programmed sequence of letters, events, phone calls, “thank you’s”, special offers, follow-

ups, magic moments, and cards or notes with a personal touch etc. that occur constantly and 

automatically at defined points in the pre-sales, sales and post-sales process. People not only 
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respond to this positively, they really appreciate it because they feel valued and important. It 

acknowledges them, keeps them informed, offsets post-purchase doubts, reinforces the reason 

they’re doing business with you and makes them feel part of your business so that they want 

to come back again and again. 

5. Extraordinary Customer Service: The never-ending pursuit of excellence to keep 

customers so satisfied that they tell others how well they were treated when doing business 

with you. Moving the product or service you deliver into the realm of the extraordinary by 

delivering higher than expected levels of service to each and every customer. Key facets 

include: dedication to customer satisfaction by every employee; providing immediate 

response; no buck passing; going above and beyond the call of duty; consistent on-time 

delivery; delivering what you promise before AND after the sale; a zero-defects and error-

free-delivery process and recruiting outstanding people to deliver your customer service. 

Extraordinary service builds fortunes in repeat customers, whereas poor service will drive 

your customers to your competition. 

6. Courtesy system: A powerful system that improves the interpersonal skills of your team 

and changes the spirit of your organisation. It involves speaking to colleagues politely and 

pleasantly, without sarcasm or parody, and treating them at least as well as you would want 

them to treat your customers. This will help your team to feel worthwhile and important, 

which makes for pleasant social contacts at work. It also motivates them to provide 

extraordinary service, encourages them to be consistently pleasant in all of their dealings and 

to relate to customers in a warm, human and natural manner. This results in better, warmer, 

stronger, more trusting relationships and longer term bonds with your customers. 

7. Product or service integrity: Long-term success and customer retention belongs to those 

who do not take ethical shortcuts. There must always be total consistency between what you 

say and do and what your customer’s experience. The design, build quality, reliability and 

serviceability of your product or service must be of the standard your customers want, need 

and expect. Service integrity is also demonstrated by the way you handle the small things, as 

well as the large. Customers will be attracted to you if you are open and honest with them, 

care for them, take a genuine interest in them, don’t let them down and practice what you 

preach and they will avoid you if you don’t. 

8. Measure lifetime value: There’s a vast difference between the one-off profit you might 

make on an average sale, which ignores the bigger picture, and the total aggregate profit your 
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average customer represents over the lifetime of their business relationship with you. Once 

you recognize how much combined profit a customer represents to your business when they 

purchase from you again and again, over the months, years or decades, you will realize the 

critical importance of taking good care of your customers. And because you’ll understand just 

how much time, effort and expense you can afford to invest in retaining that customer, you’ll 

be in control of your marketing expenditure. 

9. A complaint is a gift: 96 percent of dissatisfied customers don’t complain. They just walk 

away, and you’ll never know why. That’s because they often don’t know how to complain, or 

can’t be bothered, or are too frightened, or don’t believe it’ll make any difference. Whilst 

they may not tell you what’s wrong, they will certainly tell plenty of others. A system for 

unearthing complaints can therefore be the lifeblood of your business, because customers 

who complain are giving you a gift, they’re still talking to you, they’re giving you another 

opportunity to return them to a state of satisfaction and delight them and the manner in which 

you respond gives you another chance to show what you’re made of and create even greater 

customer loyalty. 

10. Other customer retention strategies: It includes Blogs, CRM Systems, Loyalty 

Programs, Magic Moments, Overcome Buyer’s Remorse, Personal Touches, Premiums and 

Gifts, Questionnaires and Surveys, Regular Reviews, Social Media, Welcome Book2

The significance of customer retention was first quantified by Reichheld and Sasser (1990). 

They found that profits in service industries, including credit card companies, increased in 

direct proportion to the length of a customer's relationship. They concluded that cutting 

defections in half could more than double the growth rate of the average company.  Everett 

(1993) noted that a dedicated customer retention unit developed by Patrick J. Swanick at the 

Society National Bank in Cleveland, achieved a 57% success rate in persuading callers to 

remain with the bank. Reichheld and Kenny (1990) specified six factors as imperative to 

improving retention: senior management commitment; a customer-focused culture in which 

 

 

IMPROVING CUSTOMER RETENTION RATES THROUGH DIRECT 

INTERVENTION  

                                                

2 http://marketingwizdom.com/strategies/retention-strategies 
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all employees and managers focused their full attention on customer satisfaction; retention 

information systems that tracked and analyzed the root causes of defections; empowerment of 

front line employees to take actions that provided immediate customer satisfaction; 

continuous training nd development; and incentive systems based on customer retention.  

Parasuraman, et. al. (1984) studied quality in four service businesses, including credit card 

services, and developed a model of service quality. They noted that: "A variety of factors, 

including resource constraints, management perceptions of consumer expectations and the 

firm's service quality specifications will affect service quality from the consumer's 

viewpoint."    Schlesinger and Heskett (1991) suggested that poor service was often built into 

the system by designing customer-contact jobs to be "idiot proof." Bitran and Hoech (1990) 

differentiated between transaction-oriented, "low contact" services, in which quality can be 

defined as "conformance to specifications" and "high contact" services, such as customer 

retention, that satisfy higher order human needs. They proposed that "actively understanding 

and managing the relationship between server and customer can yield higher service revenues 

through increased repurchase rates."     

Zeithaml, et. al. (1990), built on their earlier research (Parasuraman, et. al., 1984) to identify 

five dimensions of service quality, as perceived by customers: tangibles, reliability, 

responsiveness, assurance and empathy.     Parasuraman, et. al. (1984) had positioned 

consumers' perceptions of service quality along a continuum ranging from ideal quality to 

totally unacceptable quality, depending on whether the customers perceived the service they 

receive as meeting, falling short of, or exceeding their expectations. Among credit card 

customers, Zeithaml, et. al. (1990), like Schlesinger and Heskett (1991) found that tangibles 

were of the least importance to customers. The mean importance of the remaining four 

criteria, reliability, responsiveness, assurance and empathy, all rated above 9 on a 10 point 

scale, with reliability receiving the highest individual rating (48.6) as the dimension most 

important to customers (Zeithaml, et. al., 1990).   Zeithaml, et. al. (1990) studied whether 

customers' perceptions of quality were influenced by whether or not they had experienced a 

recent service problem. They examined customers who had experienced recent service 

problems and those who had not. They found that service problems adversely affect 

customers' perception of service quality, and that customers who were dissatisfied with the 

resolution of their problems were twice as dissatisfied as those whose problems were 

resolved to their satisfaction. They concluded that:  "The most important thing a service 
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company can do is be reliable that is, perform the service dependably and accurately do it 

right the first time. When a service problem does crop up, however, all is not lost unless the 

company ignores it. In other words, by resolving the problem to the customer's satisfaction, 

by performing the service very right the second time the company can significantly improve 

customer retention rates."    

 Like Zeithaml, et. al. (1990), Heskett, et. al. (1990) found that good service delivery elicits 

the best outcome in terms of customer satisfaction. They noted that the next best outcome 

was achieved when problems were elicited and resolved, followed in descending order by 

problems that were elicited but not satisfactorily resolved and problems that were not elicited 

or expressed.  Bowen and Lawler (1990) also recommended that service workers be 

empowered to solve problems creatively and effectively. Like Zeithaml, et. al. (1990), they 

emphasized the importance of keeping frontline personnel informed about organizational 

performance; providing problem solving skills and other knowledge that helped employees 

contribute to organizational performance; and basing rewards on performance. They found 

that empowering employees to provide a quick response to customer frustrations "can turn a 

potentially frustrated or angry customer into a satisfied one" (Bowen and Lawler, 1990). 

Bitran and Hoech (1990) also noted that defections are seldom the result of ordinary 

interactions, but of an organization's failure to handle abnormal situations to the customer's 

satisfaction.   

BEHAVIORS AND SKILLS LINKED TO SERVICE QUALITY AND 

CUSTOMER RETENTION  
 Zeithaml, et. al. (1990), Bowen and Lawler (1990), Reichheld and Kenny (1990) and 

Schlesinger and Heskett (1991) cited the need for customer-contact personnel to "take 

responsibility, think for themselves and respond well to pressure from customers" 

(Schlesinger and Heskett, 1991).      Schlesinger and Heskett (1991) further emphasized the 

importance of training and support in "communication, performance management, team 

building, coaching and empowerment" for front-line workers and their managers. Both 

Reichheld and Kenny (1990) and Schlesinger and Heskett (1991) found that companies that 

exhibited these policies and attitudes experienced not only higher customer retention and 

profits, but also an increase in employee loyalty and a reduction in job turnover.   Zeithaml, 

et.al. (1990) found that a "Service Performance Gap" occurred when employees were unable 
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or unwilling to perform the service at the desired level. They found that this gap was common 

among the service businesses they studied due to problems related to: role ambiguity; role 

conflict; employee-job fit, technology-job fit, supervisory control systems; perceived control; 

and teamwork.   

To achieve role clarity, Zeithaml, et. al. (1990) suggested the use of four tools: 

communication, feedback, confidence and competence. They emphasized that employees 

need accurate information about their roles; specific and frequent communication from 

managers about what they were expected to do; and complete and current information about 

products, services and customer expectations.   Zeithaml, et. al. (1990) concluded that 

training and feedback in two areas, technical knowledge and interpersonal skills could 

increase employees' confidence and competence, and provide greater clarity regarding their 

roles. Bitran and Hoech (1990) also noted the importance of providing feedback to employees 

on their interactive skills.   They  suggested that high-contact, high-communication service 

providers require skills in: diagnosing problems; gathering, checking and disseminating 

information; resolving conflicts; disseminating cost information; and managing waits.  

RELATIONSHIP OF SALES SKILLS TO BEHAVIORS LINKED TO 

CUSTOMER SATISFACTION AND RETENTION  
Williams, Spiro and Fine (1990) noted that very few researchers have explored the customer-

salesperson interaction from a communication perspective. They proposed a model that 

focused on communication as the primary element of this interaction. They found that, 

although many authors stressed the importance of "verbal and non-verbal code (Marks, 1981; 

Jackson et. al. 1988) such as message order, patterns of argument, use of evidence, visual 

contact, etc. in personal selling, most of the research had concentrated on non-sales 

interactions. The customer retention function required that sales skills be combined with 

service skills associated with quality and customer loyalty. Rackham, et. al. (1971) studied 

whether some individuals interact more successfully than others because they are more 

skilled -- "they either do certain things that others do not, or they do them better." While 

admitting that personality and aptitude factors account for some differences, they found that 

interpersonal skills, which they classified as "interactive behaviours," could be influenced 

more readily. They defined an interactive behaviour as "one which involves two or more 

people in such a way that the behaviour of one person may influence the behaviour of 
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others." This definition also describes the desired individuals who are expected to influence 

the behavior of customers in favor of retaining their accounts.  

Farber and Wycoff (1992) interviewed top sales performers at more than 50 companies. 

These individuals emphasized the importance of establishing and maintaining rapport with 

customers. Masser and Leeds (1984) also recommended this behavior, which they 

categorized as hearing, interpreting and evaluating, to distill an accurate interpretation of the 

customer's meaning in telephone sales. The Motorola research linked both Supporting and 

Checking Understanding to "active listening," which was prominent among Bitran and 

Hoech's (1990) list of the process skills required of service providers.   

Reichheld and Sasser (1990) stressed the value of "defection analysis" to determine and 

correct the root cause of defections, mentioning the value of skillful probing (questioning) in 

identifying the reasons why customers cancel, and using that information as an "early 

warning signal" for improvement.    Bitran and Hoech's (1990) task categories of diagnosing 

problems and gathering information implied the need for questioning skills among high-

communication service providers. The fact that questioning skills are identified with success 

in each of the roles played by individuals seeking to retain customers (retention, sales and 

service), indicated that such skills might also be linked to their success.  

In studying the "interactive behaviours" of sales people, Rackham (1988) found that a 

category of behavior, which he classified as "Benefits," was significantly higher in calls that 

resulted in orders. He defined a Benefit as a statement that explains how the sales person's 

company or product can meet an explicit need that the customer has expressed. He also 

identified a related behavior as being correlated to success in smaller sales. This second 

behavior, which Rackham (1988) referred to as "Advantages," shows how a product or 

service can be used or can help a customer.  The difference between Advantages and Benefits 

was that a Benefit must meet an explicit need expressed by the customer. Rackham's (1988) 

research also revealed that a common category of sales behavior known as "Features" 

(presenting facts or characteristics of a product or service) were unpersuasive. This finding 

may be related to the Motorola research which found that the more facts, reasons and 

opinions an individual provides in a two-way interaction, the less likely that individual was to 

obtain a successful outcome.   

Rackham (1988) found that individuals who received very high numbers of objections used a 

higher than average number of Advantages in their calls.   Conversely, skilled people 
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received up to ten times fewer objections per selling hour, by preventing rather than handling 

objections, by questions to develop explicit needs, and then offering Benefits, rather than 

Features or Advantages. He also found that the more closing behaviors a salesperson used, 

the less likely he or she was to complete the sale. Farber and Wycoff's (1992) interviews with 

top sales performers at more than 50 companies also revealed that overcoming objections and 

closing were perceived as less significant than other behaviors. Like Rackham (1988), Farber 

and Wycoff (1992) stressed the importance of matching the solution to the customer's needs.   

CONCLUSION 
The literature revealed significant relationships between: customer retention and quality of 

service as perceived by customers; the use of interactive communication skills by customer 

contact personnel and the perception of service quality by customers; and skills identified 

with success in sales and service tasks related to the customer retention function.3

1. Armstrong, L. and Symonds, W. (1991). Beyond 'May I Help You?'. Business Week: 

Quality 1991.  
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