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WE ARE HEADED INTO 
CHOPPY WATERS
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Many of the economic indicators 
are flashing red…

• Interest rates increasing (Base rates could reach 2%+ within a 
year)

• Inflation running at highest level since 1980’s (Wage inflation will 
follow)

• Unemployment rates low (Harder for everyone to recruit)

• Limited immigration (Fewer people willing to do low level work)
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10+ years of ‘plain sailing are about to get much more
challenging.
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In other ways things haven’t changed at all

• Cash is king.

• Not all customers are good customers.

• Banks want to lend you money when you don’t need it, and not when you do!

• Most businesses are focused on turnover and not profit.

• The fundamentals of good business have not changed (they never do!)
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What we
will cover. 
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Remind us of the key 
fundamentals of 
business we must not 
lose sight of.

Help you avoid 
‘PARALYSIS OF 
ANALYSIS, and 
‘THE OSTRICH 
STRATEGY’.

Underline the 
importance of 
adapting to the new 
environment we are 
in.

Explain the critical 
economic impacts 
that will follow in the 
next year or so.
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Purpose

The prime objective is to be the start point for your thinking, debate and 

planning on how to get…

BETTER, not just BIGGER.
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Survival of the fittest

It is not the strongest of the species that 
survives, nor the most intelligent that 
survives. 
It is the one that is most adaptable to 
change.
Charles Darwin
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The need for change 

Covid-19 happened, and the impact 
will last for some time.

Many businesses are already in 
difficulty.

Short term survival (6-18 months) is 
the priority for many.

Consumer habits have changed. Much 
more in ‘on-line’.

Work habits have changed.
9
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Can you change?

• Home working was rare. We now know it works.

• Paperless office was ‘Eldorado’. We now know it is possible.

• Video conferencing was the exception, now it’s the norm.

• Firms needed space to grow, home working changes that.

• Technology takes time to plan and implement. Not always.
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The time is now

The biggest challenge with any change, is the natural resistance of employees, 

customers and other ‘stakeholders’ in the business.

All of us have been forced to adapt in ways we could never have anticipated 

over the last two years, and many businesses have seen their businesses evolve 

by 10 years over the last 2.

The acceptance of change has never been greater
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5 ways to grow your business

Bottom line profitability is a function of 5 key indicators…
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❑ How fast you win new customers - Acquisition rate

❑ How fast you lose customers - Defection rate

❑ How often they buy from you - Transaction Frequency

❑ How much they buy - Sales Volume

❑ How much they pay - Price point/Margin
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Why do customers leave?Why do customers leave?

Relationship 3%

Miscellaneous 6%

Product or service failure 9%

Product/Price/Time issues 14%

Why do customers leave?

Relationship 3%

Miscellaneous 6%

Product or service failure 9%

Product/Price/Time issues 14%

“Perceived Indifference”  68%
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Alternatively…

A 30% margin 

business that 

increases prices 

by 10%, can 

afford to lose 

25% of its sales
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5 ways to grow your business

The dynamics of these profit drivers will vary from industry to industry and business to business.
The key point is that few businesses even know what these drivers are, and even fewer measure and 
report them to enable more focussed growth strategies.  Do you know…
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❑ How many live customers you have?

❑ How quickly you are losing them and how quickly you are winning new ones?

❑ How often customers spend and how much the buy?

If you don’t measure and report these numbers, you have little chance of knowing what changes have the biggest 
impact and how those changes can be implemented.  ‘Growing sales’ is not a single action  
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Margins are critical

If you grow your top line at the 
expense of margins, 
you are likely to fail.

Grow quality, not scale.
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Growth must be controlled – Customer classification

Premium customers

• Quality more important than 
price

• Expect great service

• Want ideas and proactivity

£ = 66%  No = 5%

Profit £ = 80% 22

Normal customers

• Make VFM judgements

• Judge you on ‘how’ you 
deliver

• Generally loyal

£ = 32%   No = 45%

Profit £ = 35%

Poor customers

• Want cheaper, or have no 
money

• Slow payers

• Complain

£ = 2%  No = 50%

Loss £ = 15%

A B C
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Growth must be controlled 

These categories remain just as relevant in recession, but with some 
movement…

A - Very few move from this group
Quality remains No1

B - The VFM judgement gets harsher
Expectations/demands increase
Some migrate to C based on their financial position

C - This segment gets much tougher
Many have less money
Competitors target the low hanging fruit of easy wins 23

Some customers should be 
relegated to ‘D’.  These should be
actively removed to avoid bad 
debt or other problems.

D
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Summary 

It was relatively easy to run a profitable 
business over the 10 period pre Covid

Brexit created a paralysis. Many businesses 
held cash and became complacent

Covid forced cost reductions and innovation

Government support kept Zombie businesses 
alive

Many businesses are not ready for the 
economic volatility we are about to see
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Action 

Understand your drivers of profit. Where 
should you focus attention?

Know your customers. Identify the ones 
that actually cost you money to serve.

Manage cash hard (cash, debts, keep the 
bank close, control spending)

Grow sales with the right customers, and 
strong margins. Be ready for the 
economic volatility that is coming.
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