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Research shows 'provable' link between good customer service and financial benefit for vendors 

Press release (March 2004)

A clear financial basis for the widely-accepted view that offering customers good service makes good business sense has been identified by consultancy Cape Consulting, which specialises in helping organisations improve the levels of loyalty they win from customers.

Launching the research, Dr Sionade Robinson of Cape Consulting said: ‘It’s now accepted that good service makes financial sense. Our research provides a solid and provable basis for this belief.’

Dr Robinson says the research shows that the cost basis for winning a financial advantage from offering good service can be analysed from three perspectives. 

‘Firstly, organisations need to take every step they can to cut the cost of poor service. Research shows that in about one in ten cases in business-to-business markets and about one in five cases in retail markets, customers retain a query, worry or unmet need even after putting in a call to a customer contact centre. This often means that they need to phone again. In fact, 25 percent of calls to call centres are customers calling back because they have not been dealt with properly in the first place.’

Dr Robinson continues: ‘Another crucially important way to win a financial advantage from good customer service is by increasing revenues by impressing customers. There are clear financial advantages by doing so. In particular organisations should be able to enjoy:

- more repeat business, which creates 20-40 percent lower selling costs

- longer customer retention - up to 50 percent longer

- a 7-12 percent price premium, if customers regard the organisation as offering excellent customer service.’

Dr Robinson also refers to long-standing research, which suggests that an average of about five persons hear about a good experience customers have had with an organisation while on average about ten people hear about a bad experience. Further research for more expensive products suggest that in this circumstance the figures increase to eight people for a good experience and sixteen people for a bad one.

‘This and other evidence suggest that personal recommendation and word of mouth are more important as promotional tools than they have ever been. And as the sea of choice grows ever wider, personal recommendation and word of mouth will grow ever more significant.’ 

Dr Robinson adds: ‘The third factor here is that organisations should increase the service element of their brand. Since the 1980s the economic importance of brands has increased significantly, with many traditionally focused brands now incorporating key elements of customer service. The secret here is to translate a brand’s values into a set of behaviours that can be delivered by the people who work in customer-facing roles. We believe that the way ahead is for organisations to take for granted that any product brand increasingly needs to feature a strong service element.’

If you would like more information, then please contact , Sionade Robinson at Cape Consulting on 01784 417900

To download Dr Sionade Robinson's article on 'Winning the customer loyalty war', click here (PDF) 
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