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UNDERSTANDING THE FATAL MISTAKES

The pursuit of the customer is as old as the search for business success,
and we have yet to see a company that will not declare total, undeniable
dedication to the customer. Every company believes that they are focused
on customers. They have a long list of initiatives to prove it. At the same
time, customers feel more neglected than ever. Customer frustration is sky-
rocketing, and very few companies can demonstrate long, sustainable, and
profitable relationships with their customers.

Considerable attention has been focused on customers in the last
decade, as shown by certain investments and declared commitments. It is
well understood that without a loyal customer, no business can exist. Cus-
tomers ought to be the center of everything we do. We ought to love, hug,
delight, and please customers every day, with everything we do. Why is it
then that despite great intentions, companies manage to fail in the most
important task they have: attracting and retaining customers? Why is it that
despite billions of dollars in investment, executives have very little to show
in the form of results?

There is no single answer to this question. In our consulting and research
work, we have come across many reasons for failure. We call them the Fatal
Mistakes. For many companies, the answer is a combination of several Fatal
Mistakes.

The Fatal Mistakes are considered fatal because companies fail to
notice them and to understand how significant they are to customer suc-
cess. For many organizations, the existence of the Fatal Mistakes means
that even before a customer initiative is launched, failure is ensured. They
are fatal because they are woven into corporate behavior and culture. They
have become an integral part of the corporate DNA and thus are difficult to
remove. Companies often try to launch customer programs, knowing about
these Fatal Mistakes but wanting to believe that such programs will work
anyway. This is just wishful thinking.
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Unless companies address and uproot these Fatal Mistakes, their cus-
tomer initiatives will continue to fail, despite the money invested and the
level of commitment demonstrated. Customer-centric strategy cannot coexist
with these Fatal Mistakes. As with most strategies, it boils down to a trade-off
between tough choices. Ignoring these Fatal Mistakes is a choice compa-
nies make every day, one that works against the customer.

FATAL MISTAKE 1: CULTURE OF THE NEW

Companies admire and adore new things: new products, new customers,
new deals, new territories. We live in a culture in which new is admired and
old is rejected. Maintenance of the existing is drudgery, left to the lower
paid, least important employees; trail-blazing of the new is the privilege of
bright, talented executives. Compensation is traditionally higher for new cus-
tomer acquisitions than for sales to existing customers. This cultural phe-
nomenon sends a clear message about what is appreciated and rewarded 
in the organization—and therefore where resources should be invested.
Employees, taking their cue from top management, will emulate the “new”
culture in everyday work. In an environment of ever more limited resources,
in which fewer projects get attention, the culture of the new will lead employ-
ees to neglect the care and maintenance of existing customers. 

In this culture, maintaining and nurturing existing customers is regarded
as secondary. We love to sell to one customer and move on to the next. Cus-
tomers quickly get the message that the honeymoon is over, their business
is being taken for granted, and they will no longer command priority atten-
tion. Adapting the company’s lesson to their own situation, customers seek
new vendors who will treat them as new customers.

FATAL MISTAKE 2: LIPSTICK ON THE PIG

For many companies, the customer strategy is not an in-depth change of
processes, behavior, and methods. It is common for companies to assume
that their rather tight and highly efficient operation (which hardly regards
customer needs) can stay intact with no changes. On top of that concept,
they create a new frosting to decorate their company with a customer-
friendly face. These companies treat customer strategies as cosmetics, with
colorful commercials, ads, and brochures promising increased commitment
and heightening expectations. The customer strategy is not an in-depth
change in processes, behavior, and methods. Such companies never bother

2 UNDERSTANDING THE FATAL MISTAKES

c01.qxd(1-10)  12/8/04  11:55 AM  Page 2



to examine what needs to change internally, in areas such as products and
operations, to complement and fulfill those promises. In fact, most compa-
nies hope they will not need to change anything but the external appearance.
They want to believe that the lipstick will hide the pig and make it look like
a swan.

After years of broken promises, customers are well trained in detecting
a pig from a distance, regardless of how much lipstick it wears. Worse yet,
the companies themselves have trained customers to be suspicious and cyn-
ical and to reject upfront any attempt to cover up the truth with cosmetics.

FATAL MISTAKE 3: PASSION LOSS

In the beginning, there was an entrepreneur with a noble idea to make
life better through a new product or service. This entrepreneur used pas-
sion to create and sell new products. In fact, the company was running on
passion—which was contagious and caught customer attention. This pas-
sion also drove the company to understand customers better (as well as the
reasons they purchase products). Then the company grew, and the bean
counters took over. They processed everything and stripped away the most
important intangible asset: passion. Without a passion for customers, no
strategy will work.

Products and customers are two separate entities, which require glue
or chemistry to connect them. Without this chemistry, the product is just
another set of capabilities. It is actually not the products or services but the
way they interact with customers that creates the appeal and the drive to
purchase. For many young companies, the passion provides the glue—a
personal touch that makes the product or service appealing. Without this
passion, the product becomes undifferentiated and similar to competitive
offerings. It loses the chemistry that makes it desirable. Companies will
repeatedly deny that they have lost passion when in fact they have, and in
the process they have lost the bond with the customer. Loss of passion means
losing the core reason for being in business and often equates to sinking
into the abyss of commoditization in the name of cost control.

FATAL MISTAKE 4: REAL COST OF COST REDUCTION

Companies that focus on cost cutting must confront a simple truth that
they prefer to ignore or deny: there is no such thing as a free cost reduction
program. Any balance sheet will tell you that if you take from one side of the
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equation, you affect the other side—a simple rule that every bean counter
knows well. However, the unasked question in a cost reduction program is:
Who pays the price? 

Customers pay the price. Cost cutting leads to accelerated commoditi-
zation of products and services. Customers begin to see fewer unique and
differentiated products. Cost reduction also means fewer people to serve
customers, so more of the service is done by the customers themselves. The
people who stay on board to serve customers are not as excited and ambi-
tious because their morale is so low. Cost reduction exacts an enormous
price, and the prime target is our usual victim—the customer.

As organizations rush to brag to investors about successful cost reduc-
tion programs, they neglect to disclose the real price. They act as if cost
reduction affects nothing and no one, as if it is possible to cut costs with-
out doing any damage. In reality, cost-cutting efforts over the last few years
have significantly diluted relationships with customers. As companies face
the challenge of growth, they are also facing disgruntled customers who are
resentful that they were left to bear the consequences. Chances are slim that
customers will offer loyalty or long-term commitment after such experiences.

FATAL MISTAKE 5: FAILURE TO OPERATIONALIZE

What does it mean to implement a customer strategy? How does it impact
on the shipping department or accounts receivable? An operational plan is
frequently missing. How do we change and align a company around the
customer? What changes are even required? Most of the available experi-
ence and research focuses on the starting point of the process, perhaps 
on designing some new messaging or positioning, but very little is done 
in the form of a full operational plan to implement an organization-wide
customer strategy.

Lack of an operational plan means that strategy objectives are not fully
disseminated in company policy or employee behavior. As a result, the orga-
nization does not live its strategy, but rather treats it as a nice poster on the
wall—a mission statement meant to inspire but not to be executed.

FATAL MISTAKE 6: YOU GET WHAT YOU PAY FOR

Current compensation plans focus on productivity. Maybe the rewards come
in the form of lead generation incentives for the marketing department,
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quotas for the sales force, or production quantity for the operations depart-
ment. Either way, the focus is on quantity and not quality. This is the current
modus operandi, and this is how employees align themselves. You cannot
continue to pay people on the basis of productivity alone and expect vol-
untary focus on quality of service—it simply will not work.

Any major strategic change does not exist if it does not impact on
people’s performance evaluation and compensation package. Changes to
compensation plans are usually harder to implement, so companies prefer
to disregard them, hoping they will get away with superficial rewards. In
reality, by ignoring these critical changes, they signal to their employees
that customer strategies are not strategic. Employees perceive these infor-
mal cues and prioritize their work accordingly. When employers choose to
bypass customer-related compensation changes, they send a clear mes-
sage: “This is not important to us, but we want you to volunteer to take care
of this yourself.” A few top-notch employees may spend some time on cus-
tomers as a way to get ahead, but “Ignore this Matter” is the conclusion most
employees draw when compensation does not encourage customer-focused
behavior. After all, if it is not important enough for the paycheck, it must
not be very important to the company.

FATAL MISTAKE 7: MANAGEMENT OF CHANGE

Change does not happen by itself. Customer strategies require some funda-
mental internal changes. For companies that spent years organized around
products or operational efficiency, customer strategies require major changes,
ranging from updated roles and responsibilities to completely new organi-
zational charts. People react differently to change, but most of them are fear-
ful of its implications, often perceiving change as a personal threat. Just
because a CEO’s memo lands in the inbox, it does not mean people rush to
execute its direction.

Often we see deliberate or unconscious behavior geared toward top-
pling customer efforts. This behavior is often motivated by fear of change,
blinding employees to the reasons and benefits of customer programs and
focusing on negatives they may experience. Change management must 
be embedded in the strategy, along with a healthy dose of employee and
manager training. Employees need to be sold on the initiative, and proper
change management analysis must be incorporated into the strategy to
mobilize change within the organization. A memo from the CEO will not
cut it.
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FATAL MISTAKE 8: LACK OF LEADERSHIP

When you look into CEO suites these days, you find many veterans of
finance or operations but very few with a background in marketing, sales,
or human relations. Corporate leaders are experts in efficiency and number
crunching but are not well versed in human aspects. After several decades
of experience, such executives tend to view the world through the lens that
makes them most comfortable, the same perspective that got them to the
top job. Like most people, they simply stay in their comfort zone.

Customer strategies require leadership that sees the business from the
customer’s view, not through a spreadsheet. Such strategies require leaders
with people skills and a sincere appreciation of human assets. The odds are
against finance or operations specialists, trained for years in the art of number
crunching, as they try to rise to the challenge. They are not to be blamed,
because years of habit cannot be erased—but it does not change the fact that
true leaders who “get it” are missing in the ranks of upper management.

FATAL MISTAKE 9: UNSTRUCTURED RELATIONSHIP

Most customer relationships are not structured to continue beyond the ini-
tial sale. It’s often the case that we have nothing else to sell. Needless to
say, this approach is costly, because the total sales revenues compared with
the cost of courting new customers makes it highly expensive way to do busi-
ness. Companies do not structure their relationships with customers for the
long run. They treat their customers as a destination and not a journey. Every
sale is a one-time accomplishment, instead of a long-term commitment.

In our research, we could not find a single well-documented customer
plan detailing a two- to three-year relationship—let alone a ten-year plan —
with multiple purchases and further commitments. We found many empty
slogans, but no documented plans. Companies often leave that part to luck.
Trained to acquire customers, they often puzzle over what to do with them
beyond the initial sale. It is always amazing how such a crucial part of the
business is left to vague, incidental outcomes and not developed as a well-
planned and carefully executed strategy.

Lack of structured relationships means confusion and inaction. With-
out a structured customer relationship, companies often default to the bad
behavior of chasing new customers and establishing too many short-lived
relationships. By doing so, we leave our customers exposed to the assault
of our competition.

Structuring relationships is about responding to expectations and ensur-
ing longevity, which leads to greater revenues per customer and higher
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profitability. Unfortunately, despite the common-sense justifications, most
organizations are operating on a whim and not a well-structured relation-
ship plan.

FATAL MISTAKE 10: TECHNOLOGY SHORTCUT

For many companies, customer strategy development means buying a piece
of technology. They want to believe that a magic gizmo will relieve them
of the need to confront the tough tasks of strategic planning, process devel-
opment, and change management. Technology is merely a tool. It cannot
do the job for you. You cannot simply buy a hammer and a saw and expect
a full dining room set to happen by itself. No brush and collection of paints
will create a masterpiece. In fact, it’s foolish to buy tools at all before you
have a plan dictating which ones you need. After all, what colors should you
buy for your masterpiece if you do not know what you are going to paint?
Common-sense logic does not stop many companies from attempting to
take the technology shortcut.

The temptation that this shortcut might work is often too sweet to pass
up. Needless to say, like most other shortcuts, technology delivers only short-
term benefits and, in the worst case, damages customer relationships. As in
real life, there are no shortcuts when it comes to people. Deeper relation-
ships with customers, like deeper relationships with loved ones, cannot exist
in a shortcut environment.

If companies truly seek profitable, lasting relationships, they will have
to make a series of tough decisions to determine their success. The first
decision is to stop the indecision. The lack of an active decision to address
the Fatal Mistakes is a form of choice—a choice that prefers the current
operational mode over a customer-centric strategy. By not making the deci-
sion to eliminate the root cause of the problem, the fatal failure, companies
vote against their customers.

To achieve a customer-centric business model, companies ought to
address the Fatal Mistakes first. They ought to eliminate such mistakes from
their operation in order to start following the proposed choices that will
put them on the path to customer focus. The ability to address these tough
choices and all related issues will directly control whether they continue to
stagnate or shift toward customer-centric thinking as a way of doing busi-
ness. Anything else usually overpromises and underdelivers and is bound to
fail: in the absence of decisions, companies will default to the Fatal Mistakes.

Yes, choosing to focus on customers is not a simple, overnight change
to the corporate slide deck. It has multiple implications and impacts, from
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the way the company designs products and services to the way it compen-
sates people, to the length of the product life cycle and the next innovation.
Companies will have to make complex decisions and measured trade-offs,
asking questions such as:

• What is the role of the customer in the organization—a means to an
end or the ultimate end? 

• What is the company’s chief priority: efficiency or customers? 

• Are we conducting a true dialogue with customers or merely paying
lip service to ideas we don’t grasp? 

All these choices—and many more—build the blueprint toward truly
sustainable, profitable customer strategies. Making a few wrong decisions
along the way weakens the strategy and its implementation, undermining
the best intentions and the most valiant efforts.

CRITICAL CHOICES

The critical choices are the choices every company must face in order to
decide if it is ready to become customer focused. These are not choices in
the sense that you either do them or not. This is exactly the mistake many
companies have made. If you decide to become customer focused, you must
make these choices. They are not optional. Some companies made some of
these choices. But rarely did a company cover all the choices. The critical
choices listed below will be discussed in the following chapters. Each chap-
ter will be dedicated to a choice and will explain the full scope of the choice
and the right way to make it.

• What is the role of the customer in our existence: a means to an end
or the endgame? 

• Which customers do we neglect? Are we taking every customer will-
ing to pay?

• What defines our total experience? Are we a silo function focused
organization, with each function owning a piece of the customer, 
or are we a complete, holistic customer organization? What kind of
relationships do we seek? Are we in the self-serving, efficient, trans-
action realm, or do we seek a generous, long-term relationship?

• How do we change ourselves to avoid the silo-based customer trap?
How do we assume complete customer responsibility?
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• Do we employ functional robots or passionate evangelists? What
people should we employ to deliver the best customer experience?

• On the question of dialogue and feedback, do we really care? Do we
have the willingness and mechanism to listen?

• What do our measurements say about us? Do we encourage playing
by the rules or breaking them?

• How long do we milk our products? Is innovation the exception or
the rule?

The ultimate commitment—a deep, customer-focused strategy—is a
mutual, lifetime commitment.

In the long history of pursuing the customer, some companies have
actively made some of these choices, but very few have made them all.
Addressing some of these decisions and ignoring the rest is equivalent to
being on a diet only between 5 and 9 in the morning and then allowing
yourself to go wild with your eating in the rest of the day. Only complete
commitment can deliver the desired results. Only complete commitment to
eliminating the Fatal Mistakes and actively making the complete series of
customer choices can result in a successful customer strategy. Customers
will deliver their full financial and emotional commitment only to those
companies that will reciprocate. Trying to compromise on the commitment
will result in a similar response from the customer. There is no such thing
as 35% loyalty; it is either 100% loyalty or none at all. This is how the cus-
tomer is watching your company’s choices and actions. Customer loyalty
and long-term commitment will be earned by companies that make 100%
commitment and do not attempt to compromise.

The next few chapters detail the required commitments as expected
and perceived by the customer. When companies wear customer lenses and
assume the customer’s perspective, they will be able to start making the
right choices.
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