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Suspend your disbelief for a moment 
and imagine an agency that 
never seems to lose many clients. 

Imagine as well that their insureds are not 
only loyal, but are enthusiastic promoters, 
telling friends, colleagues 
and others what great 
service and care is offered 
through this agency. Let’s 
talk about the steps you 
can take to approach such a 
state of nirvana.

Background—even 
satisfied customers 
defect
 It may seem obvious 
that the effort to keep 
clients is worth it because 
that effort is much less 
costly than getting new 
clients. But, looking a little 
deeper, critical points about 
client retention may not be 
quite so obvious. 
 Traditional thinking 
assumes a linear 
relationship between 
customer satisfaction and customer 
loyalty (i.e., as customer satisfaction 
goes up, customer loyalty increases 
proportionately). Not so. In a Harvard 
Business Review article, Why Satisfied 
Customers Defect, Thomas O. Jones 
and W. Earl Sasser Jr., report their 
research shows a tremendous difference 
in customer loyalty between satisfied  
and completely satisfied customers. 
Whether in a highly competitive 
marketplace or a noncompetitive 
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marketplace, when something happens to 
give customers a choice, the satisfaction/
loyalty curve snaps in a short time. One 
lesson for agencies is that while you 
may use other ways (account rounding, 

preferred treatment, appropriate 
incentives, etc.) to keep clients from 
switching; unless you keep them 
completely satisfied, you cannot count  
on their loyalty. 
 Here’s the plus side: Jones and 
Sasser’s research also found that 
improvements from satisfied to 
completely satisfied yield big jumps 
in loyalty, and that return on efforts 
to increase satisfaction can have big 
paybacks. In fact, even in the insurance 

field, well-executed efforts can go a long 
way to lift your service lines out of the 
commodity category. If you think many of 
your clients just think price, think what it 
would mean for your company not to be 

seen as selling a commodity. 
 A quick look at numbers 
illustrates the impact of 
reducing insureds defections. 
Suppose Hypothetical 
Mid-Atlantic Agency Inc.’s 
numbers looked like this 
based on a typical agency 
size of 13-17 employees:
 • Annual revenue 
$1,500,000
 • Gross Margin 
(Revenues- [Commissions  
+ Fixed Overhead]) =  
80 percent = $1,200,000
 • Pre-tax profit at  
8.75 percent = 131,250
 Suppose 10 percent of 
HMAA’s clients have been 
defecting per year, taking 
with them 10 percent of 
HMAA’s commissions.  
The impact of the defections 

play out like this:
 • Impact on revenue line: $150,000 
 • Impact on gross margin: $120,000
 • Impact on pre-tax profit: $100,000-
plus (unless staff and expenses can be cut)
 Now suppose HMAA reduces the 
defection rate to 5 percent. About  
80 percent of the revenues saved from 
defection will fall to the bottom line. 
 So, efforts to satisfy your clients 
completely can take you out of the 
commodity category and increase your 
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bottom line by a substantial percentage.  
If you’re still not sure, consider this: 
What toll are detractors and even 
passively satisfied clients taking on your 
staff? And, how many opportunities 
to add a promoter to your client list 
are missed because of time taken by 
detractors? How many opportunities to 
create “unpaid salespeople” to market 
your firm and generate growth are missed 
because of detractors? 

A powerful measure of  
customer satisfaction
 A good starting point for improving 
your client retention is to measure the 
satisfaction of your current clients.  
You know the maxim, “If you can’t 
measure it, you can’t manage it.” 
Additionally, this area is just too tricky 
to rely on your perceptions. Just like an 
iceberg, what you see, the good things  
as well as the problems, are only the tip. 
 The good news is measuring client 
satisfaction may not be nearly as difficult 
as you think. Again, borrowing from a 
Harvard Business Review article titled 
The One Number You Need To Grow,  
you can get a good picture from  
one question to your clients: “On a  
scale of 1 to 10, how likely is it that  
you would recommend our agency to  
a friend or colleague?” 
 The article goes on to state those 
clients answering nine or ten are likely 
to promote your company to others. 
Those responding six or lower are the 
ones doing the “bad-mouthing.” The 
clients answering seven and eight are 
“passively satisfied.” Historically people 
have viewed the sevens and eights as 
acceptable; but, we now know they will 
defect given the occasion. If you are 
counting on word of mouth to grow your 
business, you might want to set a goal to 
have a large percentage of your insureds, 
75 percent or more, scoring nine or ten, 
the range for companies with the most 
enthusiastic promoters. 

Ways to retain  
loyal insureds 
 1. Understand your clients as  
people, and develop a broad 
understanding of their situations;  
talk their language; solve their problems 

and challenges; and help boost their 
results. We know that sounds obvious, 
yet imagine what a team of “unpaid 
salespeople” you’d have if those four 
things were done consistently over a 
long period of time and across the entire 
spectrum of your clients.
 Here’s the rub: We should never 
assume we know what our clients want, 
and we can never tell them what they 
should want without serious risk to their 
opinion and trust of you. Karl Albrecht, 
customer service guru, developed this 
axiom: “The longer you’re in business, 
the greater the probability you don’t 
really understand what’s going on in  
the minds of your customers.” 
 That was driven home for us when 
a colleague met the president of a 
company that supplied hardware stores 
and lumber yards. The president was 
driven to provide top-notch service to his 
customers. He had instituted a policy of 
delivering all orders within one business 
day. When questioned, he was sure that 
was what his customers really wanted. 
Our colleague then spoke with some of 
the customers to see if that’s what they 
really wanted. At the first lumber yard, 
upon mentioning his client’s name, he 
heard, “Oh those guys. Their trucks are 
here every day. And, then we have to  
drop what we’re doing to unload 
them. Why can’t they consolidate their 
shipments to us and deliver once a 
week?” Essentially the same story was 
heard at each lumber yard he visited. 
 We just can’t assume we know  
what our clients want. We’ve got to  
talk with them, find out what’s on  
their minds and hear it in their words. 
That should be a habit of agency 
principals, as should talking to  
employees who talk with clients.
 2. The obsession with completely 
satisfying clients has to start at the top. 
“The attitude of the leader is contagious 
and infects everyone around him or her.” 
Infect your staff with the desire for  
client loyalty. Talk about it all the time. 
Be sure all employees are clear on what 
you want to accomplish in terms of client 
satisfaction. Share information on client 
satisfaction. If you do periodic client 
surveys, share those results with everyone 
involved in keeping clients happy (hint-
that should be everyone in your firm). 

3. When you know what clients want, 
and your plan for delivering those 
needs are developed, think in terms of 
the three-legged stool of outstanding 
customer service: a.) quality carriers and  
markets; b.) quality internal systems and 
processes; and c.)  quality people and 
relationships. While we may not have 
ever used a stool before, most of us can 
figure out what happens when one of 
those legs breaks.
 4. While working to satisfy  
external customers, recognize that there 
are also internal customers. Inside the 
agency, customer relationships can 
exist both vertically and horizontally. 
So, implement a strategy to keep both 
external and internal customers satisfied. 
After all, what is the chance that external 
customers will be satisfied completely if 
your internal customers are unhappy with 
the state-of-affairs. That strategy should 
include an information technology/
systems strategy, so that it is relatively 
easy to do business externally and 
internally, an interdepartmental strategy 
between personal and commercial lines 
that promotes agility.
 5. Enable people in your firm to  
track progress in improving client 
relations and satisfaction; make them 
responsible for doing so. You can even 
establish rewards for improvement. 
Certainly recognize and celebrate 
improvements. Periodic client surveys 
with results compared to baseline are 
a good way to do this. A process for 
generating frequent feedback on  
progress is great. If it’s generated by  
the people responsible for the progress, 
it’s even better.
 6. Know which of your clients are 
profitable for you and which are not. 
Recognize that some clients may be a 
mismatch and that both you and they may 
be better off if they went somewhere else. 
You cannot be everything to everybody. 
So if some clients are not completely 
satisfied, you can either change/improve 
what you deliver, or find clients that will 
want what you are delivering. Either way, 
doesn’t it make sense to have clients who 
really want what you’re best at doing? 
 7. Institute a disaster recovery 
program. In other words, have a recovery 
process spelled out so that when mistakes 
do occur with clients, you can fix 

2         Professional Insurance Agents/February 2008                              www.pia.org

—Reprinted with permission from PIA.—



        Professional Insurance Agents/February 2008       3www.pia.org

the problem and perhaps even have a 
happier client as a result. Most people 
will overlook a mistake as long as the 
business makes a sincere effort to correct 
it and does not make it look like it was 
the client’s fault. Here are some thoughts 
to include in you recovery planning: 
 • If you goofed, admit it and 
apologize. An explanation is not an 
apology; it’s making an excuse. An 
apology is simply saying, “I’m sorry, we 
goofed.”
 • If you didn’t goof, apologize 
anyway. Anything else will sound like 
you’re blaming the client.
 • Make up for the error. If you can’t 
fix it, make up for it some other way.
 • Don’t make the client have to do 
something extra to get the error corrected. 
For example, don’t make them drive 
back to your office to re-sign corrected 
documents. That’s a big inconvenience.
 • When you do fix it, surprise the 
client. Go beyond what the client would 
reasonably have expected you to do. If 
the client responds, “you didn’t need to 
do all of that,” you did the right thing. 

 When all is said and done, client 
service is not just being nice to clients, 
although that may be part of it. It’s 
really about your strategy for doing 
business and staying competitive. It’s 
about identifying clients you want to 
do business with; attracting them to 
your agency, and once they’ve bought, 
doing everything you can to keep them 
completely satisfied that they chose you 
to do business with. In fact, it’s about 
keeping them so enthused about you that 
they gladly tell their friends.  

 Paradigm Associates LLC is head- 
quartered in Cranford, N.J. and has  
locations throughout the United States.  
Paradigm provides both agencies and  
carriers with strategic, executive and  
sales development processes. Visit  
www.ParadigmAssociates.US or call  
(908) 276-4547 for more information.
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