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"Don't be afraid to fire your customer"
November 17, 2009 - Construction Design & Engineering

The media regularly carry news of layoffs, people getting fired by their employers. It's also not
uncommon to hear of vendors or suppliers getting axed; a firm firing its ad agency, for example.
Rarely, however, if ever, do you hear about a company firing a customer. And that's too bad,
because firing selected clients is one of the best ways | know to significantly improve your bottom
line.

Many years ago, renown construction industry consultants FMI Corporation coined the phrase,
"Volume Kills, profit thrills." The message FMI was trying to get across to contractors was that it
doesn't matter how many large projects you perform or how much revenue you generate, if your
projects are ultimately not profitable you'd just as well sit in the office and drink beer all day.

That important lesson extends to all businesses, not just builders. Simply because someone wants
to hire you or buy your product doesn't necessarily mean it's in your best interests to do business
with them.

A business should always strive to generate more prospective customers than it has the ability to
service. Doing so allows it to be selective and do business with those that offer it the best
opportunities to make money.

First, before actively pursuing a new customer, do your homework. Do they have a legitimate need
for your product or service? Check their credit history; do they pay their bills on time? What about
their litigation record? Are they constantly in court with the people they do business with? In short,
are they likely to be people you want as customers?

Next, meet with them and get a sense of their priorities. Are they only interested in price? If so, a red
flag should immediately go up. Not only is it likely they'll always be beating you up for a lower price,
but the first time someone offers them a better deal they'll leave you so fast all you'll notice is the
breeze.

However, if they view quality and service as important considerationsa€’and you're capable of
providing thosea€"the relationship has potential.

Personally, | avoid long-term contractual commitments with new clients until | get a chance to get to
know them a bit. That way I'm not married to a situation before I've had the opportunity to live with it
for a while.

But even with the best due diligence, mistakes will happen. In my work producing promotional
newsletters for more than 100 contractors around the country, | have fired more than 25 clients over
the last 15 years. The reasons vary: an inability to meet our deadlines, repeatedly not providing the
necessary materials in the required format, not adhering to payment terms, to name the most
common.

In each case, when the problems first arose, | explained the issue to the client, the difficulties it
created, how to correct it, and the consequences if it continued. While my message was delivered in



a friendly and helpful manner, | also made clear that with 100+ clients, no one customer represented
a significant portion of our business and that there was always a constant flow of prospects to fill
any voids. Given that we were fulfilling all the commitments we'd made to our clients, we expected
the same in return.
The small percentage of clients who, after this discussion, continued to cause problems, were
politely fired. | wished them well and bid them, "Adios." Not one complained; each knew he had
been given fair notice, yet failed to correct the situation. Their actions had been eating away at our
profits by diverting our energies away from production, requiring us to do extra, unnecessary work
because they hadn't followed directions.
In your own business, you knowa€”or you shoulda€"who your problem customers are. It may be the
guy who never fails to make you jump through hoops to keep his business. It may be the woman
who is so nasty to your staff that they threaten to quit. It could be the customer who never pays in
less than 120 days, or the one who returns half the orders you ship to him.
I'm not suggesting you become arrogant or difficult to do business with. | am saying, however, that
it's important to identify those customers who, for whatever reason, compromise your ability to
provide the best price, quality and service to the rest of your clients. They're hurting your bottom line
and, in most cases, are more trouble than they're worth.
Fire those customers! You'll discover your life will be less stressful and your business will be
healthier and more profitable.
David Wood is a copywriter, newsletter publisher and marketing consultant specializing in the
construction industry, Deering, N.H.
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